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PR.lrJ(/IlFO INTERVIEW 

AN INTERVIEW WITH JANOS LUKACS, EXECUTIVE DIRECTOR OF THE RESZ-VETEL 
(TAKE-PART) FOUNDATION, MEMBER OF THE BOARD OF DIRECTORS OF THE SPA 

Experience vvith ESOP, 
""ith Sp'ecial Regard 

to the Articles of Association 
The preconditions for laundung an ESOP at company level are that a) prapnetars agree With the program, b} at least 50 per cent of 

the employees assume responsibility for If, and c) a finanCIal mstltutlan grants a loan for the purchase of shares ;- --.< - , 
The credit would be a refinanang loan granted by the Nahanal Bank of Hungary to a cammeroal bank The loan will carry a rate of 

mterest equivalent to 75 percent of the current central bank base rate Fmanoallnstltuhons Will not be allowed to rOlse thiS by more 
than five percent The loans Will be granted With a maXImum maturity of 10 years Employees have to pay 25 percent of the value of 
the shares In cash Employees are granted a personal mcome tax allowance on such Investments -

ESOP (EII/plovee Share Ollnershrp I 

Program) IS a jinallculg and orgam •. atronal 
tecJlIllque enab/mg emplo~ees to come for 
II-ard as jOlllt bUj ers, III such a II- aj that the 
purchase IS guarallleed not bj theIr personal 
prop em but h\ tllat of the ellterprISe con 
cemed. ThIS ellables the collecln e to become 
O\f./Iers \f.uh the prollSloll- ensured h\ the 
11l1~ -thar thlSJOllltlj acqU/redpropert} could 
he dn uied amollg mdn uiuals lIZ the process 
of repalnlellt Therefore the propert} \f.lll he 
dn lSlble amollg mdlluiuals, accordmg to the 
extellt alld schedule of repavmellt An mdl 
Iidual \f.ul become an owner if he or she IS 

able to repa\ both pnnclpal mid Interest. If 
he or she IS 1I0t able to fUlfill tillS obbgatron, 
thell the propem lS trallsferred either to the 
ball/.. or bac/.. 10 tire seller 

THE ORGANIZING COMMITTEE 

PRill \ FO Lei's look at a IJprcal ESOP 
bu~ out HOII- does II Slart? 

LOACS The Act on ESOP prescnbes 
the obhgatlon to fonn an orgaruzmg cormrut 
tee It IS a three-member commlttee repre 
sentlng the emplo\ ees collectI' e deSIre to 
ma1.e a Jomt bU\-Qut agamst the seller the 
bank and all offiCIal or unoffiCIal organlza 
tlons 

P In jour expenellce, IIlrO become 
members of tillS orgam:;;mg commrttee, alld 
II-flat IS the IIIcelltne? 

J L The\ hear about the ESOP from 
some\\ here - from thIS ruucle for example -
and It becomes attractl\ e to them They fig 
ure "h\ not) The management often savs 

us say - but tor all v. ho ha\ e taken part In It, 
or \\ III take part m the future')' 

P It IS probablj the management that 
I has to deal IIlth all kmds of legal reguiatwlls 

day Ill, daj out, so the ESOP probablj attracts 
therr attellholljirst 

J L It also occurs that the ESOP IS 
I initiated b) umons or an oppositIOn con 

SlSung of a \o\\er-\evel management - for 
example If the hIgher management has 
made a commitment to an externallfl\ estor 
or ItSelf 

P Has that occurred? 
J L Yes It has Howe\ er the best tlung 

IS \\ hen the) ro\\ In the same boat, because It 
IS easier to do together If the, take steps 
agaInst each other It not onl) Imphes cOnfbclS 
but the posslbllJt) of fmlure too An ESOP IS 

good If col1aborauon can be establIshed among 
I as man\ emplo\ ees of the compan) as POSSI 

\\ ell \\e ha\e brought tins compam to Its I 

pre,em standard It IS prolTUsmg and market 
able It IS \\ OM 0\\ rung so \\ h~ should" e not 
tI) to obtam It not onl) for oUI'eh es - v.'lthm 
the frame" or!.. of a management bU\ out, let 

ble Ho\\ e\ er If It Imphe> an Increase m con 
fhct. If mterests can be \ al1dated agrunst each 
other that IS the death of not onh the ESOP 
but the compan\ Itself 

P Let us assume that emplojees Iza~e 
mallaged to come to all agreemellf 011 tire 
composltIoll of tire orgam:mg commrttee 

J L Then the orgaruzmg cormrunee has 
to mfonn potential partiCIpants that IS the 
employees Maybe people ha\e alread\ heard 
of an ESOP but they may not knOv. v. hat It 
stands for If they hear from It for the t1urd 
or fourth ume then they alreadv ha\ e a rough 
Idea what these mltlal5 stand for and v. hat 
mecharusms he behmd It so I repeat that 

I people need to be mfonned I On "hat an 
ESOP means at -all whether the company 
concerned has a future whether It IS POSSI 
ble to put together such a busmess plan and 
such a busmess strateg) v. hlch mdlcate that 
It Will v.ork and be a profitable \enture so 
that It v.lll be worth 0\\ mng After that they 
v.lll have to stan establIslung the ESOP or 
gamzatton That already reqUIres a cenam 
kmd of acceptablhty - and a 25 percent sup 
pon IS necessaI) for the estabhshment of an 
organlzmg committee Itself 

P Therefore, if three people come to 
get/ler lHth the uiea of formlllg a orgamZl1Ig 
commlltee, tlrn have to conduct a publiC 
opmwn survey on whether the collective II-Ill 
authon:.e them? 

J L That IS nght on v.hether people 
are Interested In an ESOP at all and" hether 
they Will accept these three or want someone 
else If tlus IS aclue\ ed. then comes the second 
stage of acceptabilIty l\amel) draft articles 
of assOClauon are requtred for the estabhsh 
ment of an orgaruzmg cormrunee as v. ell as 
the suppon of at least 40 percem of the "hole 
staff for tlus project 

GENERAL ASSEMBLY AND ARTICLES 
Of ASSOCIATION 

P Generallj, Irow IS U dOlle? WIl" 
queshonnalres, or IS all the staff called to 
getTler to all audllonum? 

J L That" III ha\ e to be deCided at the 
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found 1uon meeung or at parual meeungs and 
the IT'lin tlung IS tr.lt at leJ.>t 40 percent of the 
\\ ho Ie >taff hJ.> to attend and \ ote for the ap 
pro, al of the ..rucle> of as,oCIJtlon under such 
condmons 

P Stzll that colltams the potential for 
conflIct later Oil, because rJ may occllr that 
emplo}ees face for the first time the reslllt of 
the wor!" dOlle by the orgamzmg commlltee 
1 th/llk the, ha~e to get acqualllted WIth a 
great deal of data and statutory rules, and 
somehow accept 11 at first heanng TIle artl 
eles of assocwtlon regulate matters essential 
for the future, and that Will be approved by 
people who maY,jllSt then, be heanng 1II de 
tall about an ESOP I1selj for the first tlme III 
their lues How Will they know whether what 
the orgamzzng committee has put together 
and enHsaged IS acceptllble for them? Isn't 
there a danger that the orgamZIIIg comml1 
tee may favor one group of people wlthlll the 
compan}, but do It so deftly that the others 
do not realize It upon heanng the artlcles of 
assocUlt/On for the first tune? 

J L That danger IS undoubtedly present 
An ESOP IS a rather complicated legal and 
econolIUc scheme precisely because the pur 
chase IS not made mdlVldually If I buy some 
tlung on my own If I have the money I buy 
sometlung and I enter a legal relatlonsrup 
Ho\\e\ er here \!te are talkmg about an acqw 
sluon of propertY m wruch the proporuon of 
my ownersrup 'WIll turn out only later on That 
IS deCided by the arucles of assoclaUon and 
bv the rules of diVISion That IS - together With 
a lot of other tlungs about It, of course - what 
makes the arucles of assoclauon so Important 
They are actually the consUtutlon of the whole 
thmg It IS the dut\ of the orgaruzmg comrrut 
tee to furrush plenty of Informauon on these 
arucles of assoclaUon \\ rule tlungs are gomg 
on Surely the great maJonty of people wIll 
see clearly only much later as the arucles In 
vohe a lot of comphcated legal terms 

EXAMPLES FROM THE u.s 
P Let's see then, what does a good et 

ample of ESOP articles look like? 
J L In both the Uruted States and the 

Uruted KIngdom the basic pnnclple IS that the 
extent of acquisluon of property should be 
proporuonate to contnbulJon to the perform 
ance and profit of the company 

P Tlwt IS a rather subjectl}e category 
How can that be accepted by someone, and 
how can rJ be measured? 

J L Indeed a measure IS applied - for 
ex.ample they say that the di~ISlon of prop
erty can Imolve predolIUnantiv or maybe 
exclUSively two basiC pnnclples salary re 
cel\ ed from the company and years of serv 
Ice \'amely they start from the fact that a 
salan reflects how ~a1uable an emplo~ee IS for 
lus compan\ according to the pnnclple that 

If a com pan) pa\ s more to Ib >tatf than the) 
desme It ~Ill go bankrupt an\\,ay 

1 ha\e numerous ad\Jl1ta"e~ and dlsad\ant:lges 
1 too e\entuaIh the go~ cnmenl reJeLled the 

proposal So It I, 'lO! pO>'lbIe to sa\ Her' IS 
a ~llDpIe pleJSe follo\\ I! There \'vlll be a lot 
of different arucb of J.>SOl.IJ!!On 

P TIlls applIes maml} to market econo 
mles, alld not to former state-ol<lIed enter 
pnses 

J L It should applv not to former ones 
but to present-d.l\ enterpnses Companies 
carmot pa\ more than market condlUons and 
performance allo\\ 

P Therefore the sala!) has to be m 
eluded III the calculotlon or formula, on the 
basIS of whiCh the future properl} shares of 
mdlHdual emplo~ees are calculated. Does the 
act prescnbe thIS? 

J L UnfoTtunateh the act does not 
even mention It Accordmg to the feaSible 
Amencan pracllce It should be Included 
some" here - and It IS In the IJ ruted States 
The U Slaw says that on one hand all the 
emplo)ees must be embraced by the ESOP 
so nobody can be left out of It The other ba 
SIC pnnclple IS that an equal measure must 
be applIed for evervone and the only differ 
ence pOSSible ID that equal measure can be 
on the baSIS of sala!) and years of service If 
another method IS appIJed then there are no 
tax - or other - allowances The other tlung 
IS that they say well gentlemen here In the 
acquIsition of propertY b) IndIVIduals In the 
diVISion of the propertY to be repwd a greater 
difference In proporuons than that among 
salanes cannot be made from one person to 
the other Let us say If the difference be 
tween the rughest and the lowest salary IS 
only 15-fold then - assummg an annual 
\!tork performance - the difference between 
the biggest and the smallest property share 
may not ex.ceed 1::>-fold eluler 

P Is 11 mcluded 111 the HungaruIn law? 
J L It IS not m Hungarj It may occur 

that, nght from the start or gradually the ESOP 
IS hrrured to a small clIde of people It IS also 
pOSSible that there are bUllt-m restncUons for 
those who Jom the ESOP late" on the basiS of 
wruch the number of paruclpants of the ESOP 
IS al\!t ays decreasmg According to the law all 
that IS poSSible now In my op1Illon addiuonal 
rules and fill! restncuons should be prOVided, 
Just like m the uruted States 

P You mean amendmg the act? 
J L Either amending the act or It could 

be added to the taxauon rules concernIng the 
ESOP that a tax allowance IS due onli If The 
Foundatlon IS deterrruned to make the act work 
better to be more usable to aVOid contradlc 
uons - by small steps or bigger ones 

ARTICLES OF ASSOCIATION -
WHAT TO ATTEND TO? 

P Are there SImple entena )1,/lIcit if 
checked, would tell a persoll I;hether the ar 
tleles are allY good for 111m? 

1 J L I Lan 11,! four such area> bnell. The 
I fiJ;t IS the rules for new parnClpants to j\"n 

\ 

Wlueh are the conulUons for someone to J010 
tlus orgaruzauon as a ne\\ employee and a new 

I paruelpant? The second one IS the rub of the 
I d!\ 1510n of the acqUired and repllu propert) 

I 
What l,md of basiC pnnclples and \\ rueh fae 
tors are conSidered how much are they 

I 
\\elghed and on the basiS of wruch formula 
and wruch al20nthm? The thl d one IS the 
pOSSibly of exemsmg Young nghts both at the 

\ 

meeung of the orgamzatlon and at the share 
holders meetIng or at the meetlng of the 
lmuted liability company The fourth one IS 

I the marketability of shares bter on that IS they 
must not be Just a piece of paper \\ruch can 
not be sold but actually negouable seCW1ue~ 
'W ruch can be cashed 

The arucles of assoclauon must ensure 
these four tlungs In addition to complIance 
With three acts the Act on ESOP the Fman 
Clal Code and the Act on EconOmIC Assocla 

I tlons Aruc1es of assoClaUon are rather large 
I In ~olume usuallv a hard-core legal document 
I of 1)-20 pages and In 'TIV OpInIOn conSider 
I Ing the future operauon of the JOint stock 
I company relatlonsrups llDong IndiViduals 
I paruclpatlng should be regulated so as not to 

I 
be destructive but to Impro\e and Increase 
performance and to contnbute to the more 

I 
successtul operauon of a company m a mar 
ket economj 

I 

I CHANGES ARE FEASIBLE! 
I I P If some groups wlthm the enterpnse 

I 
only realIZe later on that the approved artl 
eles of assocwtlon are dlSad}antageous to I them, then, m your opllIlOn, IS 11 worth mlfl 

I atzng thelT change? 

I 
J L By all means I propose to make 

changes If they think that there are errors m 
the arucles 'W ruch may lead to COnfliCts or If 
some Issues are not regulated at all An ESOP 
organlzauon has an executlve management 
y, ruch may propose changes to the meeung 
for modlficauons of the arucles for example 
It IS the duty of the executl\ e management to 
re'lew the arucles - either Itself or 'WIth con 
sultants - on the basiS of expenence accumu 

P How can different mterests be bUilt 
m and valulated, pnor to the approval of the 
artICles of assocUlt/on? 

lared m the meantJme - and to say that It IS In 
the Interest of both oursehes and thecompanv 
to change them Whene\er 1 attended a foun 
dauon meeung I alwavs used to say that a few 
hundred people at a foundauon meeung nel 
ther can nor should compose arucles of assn-

J L OngInally we had In IIUnd makmg 
a sample of arucles of assoclauon As It would 

8 PRIVINFO-----------------------



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

I 
I 

1 

\ 
1 
1 

t 

Clanon That IS a JcgJ.l docum·nt and It must 
be pre\ lOu,h coC'dInared 

P First there are consultatlOlls, thell 
thn come together coordlllate, alld later 011 

l ole for and sIgn tire articles of assoclatwn 
J L That I' nght 

I the) cOIIlalll, then he should at least be I 

SkeptICal at the meeting, Instead of raISing TzIS I 
hand autollUllIcall1 I 

J L It IS the dut\ of the orgamzIng I 

committee to mah.e the article, accessIble be I 
I 

forehand to the people \\ ho should mdlcate 

ESOP 

P As I sec 1/ tFlls also means that If : 
I 

both oral1\ and m \\nung Ifthe\ ha\e a prob 
lem If necessan an amend ng proposal should I 

be made and the arucles should be modIfied I 

but p'1or to the \ otmg Three hundred people 
are too man~ to compose amcJes onh chaos 
\\ ould come of It Ho\\ e\ er the executl\ e 
management can be made to re\ le\\ oplIllons 
m the } ear follo\\mg the foundation and -If 
necessary - to make proposals for other 
meetings concerrung the modIficatIon of the 
anlcles 

;:;:;;;::~ ~1;~~;:~e:;p~~:I:~~~S~;:~I: I 

The Resz-\ etel Foundation \\ as estab 
hshed at the end of 1989 b\ a handful of 
la\\'\ ers econorrusts and SOCIOlogIsts TheIr 
purpose \\ as to lrullate the preparation of an 
Act on ESOP and to take pan In the elabo 
ration of methods enablIng the population -
pnmanh emplO\ ees - to tah.e pan In pnva 
uzatlon .1.t the begmrung the foundation had 
a propem of Hl riO rrulhon current!) It has 
an equm capItal of BUr 5 rrulllon and a HUF 
10 rrullio'1 prope'1\ B~ the end of 1992 about 
60 compames and pnvate md!\lduals had 
Jomed the foundation 

Dunng tfJe past t\\ 0 and a half \ ears the 
staff ot the toundatlon tool. pan m the dIS 
CUSSIO'1S of me draft la\\ on ESOP In Octo 
ber 1990 the \hmstr\ of Labor commls 
slOned the foundallon to dra\\ up the regula 
tlon concept In onnclple and the text of the 
Act on ESOP The staff of the foundanon has 
gn en more than 100 lectures to compam 
managers emplo\ees and trade UnIons By 
the erd of 1991 the) had prO\ Ided consultmg 
for the ransrormallon of 15 compames In 
order Ie ,uppor! such transformallons where 
lo some orm Ion the baSIS of Property Pollcy 
GUldehres E-Credlt or out of ESOP re 
sources) a sub,tantlal emplol ee ownerstup 
can be ensured 

Smce the -\ct on ESOP was passed the 
foundation ha sought to ensure that profes 
slOnalh fmr and honest ESOPs be establIshed 
b} a'1\ means possIble For the new Hun 
ganan -\CI on ESOP - as opposed to Its U S 
and Bnllsh counterpans - does not exclude 
the establIshment of so-called false ESOPs 

The real purpose IS the establIshment of 
ESOPs \\ hlch promote the mterests of both 
the emplo) ee, and the compan) 

The Resz-Vetel FoundatIOn has also es 
tabhshed an ntematlOnal set of contacts It 

can reh upon the assistance of the Bnush 
Mo"-Ho,, Fund and the Amencan US AID 
\\ Ith t'lelr partiCipatIOn for e>..ample Hun 
gan:m enll sen ants and profeSSIOnals have 
been able to stud\ ho,", ESOP compames 
\\orl. m BntalO and m the USA manage 
nal \.ourse h~ also been proposed to be h~ld 
lo Hurgal, probabl~ thiS \ ear \\lth the par 
lie patlon or one of the most successful Bnt 
Ish ESOP fns Ba\1 PartnershIp 

Tlbor Hollauer 

A Foulldation 
for Facilitating the Acquisitioll 

of Property by Employees 
The Resz-Vetel (IiTake-Part") Support Foundation for the AcqUISI

tion of Property and Participation by Employees has so far helped the 
transformation of about 15 compames, and It currently prOVides con
sulting for more than 100 companies PRIVINFO asked Janos lukacs, 
executIVe director of the foundation, about the foundation and about 
U S and Hungarian expenence With the ESOP so far 

The assIstance of the foundallon IS also I 

necessaI) because the ESOP IS not a common I 
pm atlzatlOn technIque In HungaI) yet Pre I 
clse figures are not al31lable but the number 
of companies tran,ferred to the ownership of 
emplo) ees eIther \\ hoU) or panlall} IS esU 
mated at less than 100 and II ell-founded 
ESOP offers ha\ e been subrruned In about 50 \ 
cases Be} ond these there are also other 
Imtlallves but their number IS less than 100 I 
Efforts are made for the de\ elopment of 
ESOPs In a number of Eastern European ! 
countnes but applIcatIOn has come farthest I 
lo HungaI) Slolema Bulgana RomanIa 
Ul.r31ne and RUSSia regard the Hunganan act 
as a model 

The American Example 

In other pans of the \\ orld the ESOP IS 
not mamh a pm auzauon techmque but a I 
means of ImprO\ 109 company performance 
o\part from Hungan onh the UOlted Kmg I 
dom and the L Olted States ha\ e re!!ulated It I 

bv a legal Act The o\mencan ESOP Act \\as I 
passed 10 197~ although emplovee share 
0\\ nershlp had occurred In practice before 
that The purpose of the o\ct \\ as to ensure 
the posslbIlJl\ of acqulSltlOn of 0\\ nershlp by 
emplo\ ees and to Increase the marh.etabllIt) I 
of the compam and e\ entuall) a couple of I 

paragraphs \\ ere lOcluded \\ nh the aim of 

pre\ entlOg the abuse of the allo,", ances by 
other strata Namely ESOP orgamzatlOns 
and those 1m olved 10 the scheme are enn 
tIed to substantial tax allo,", ances among 
others an ESOP compan} can use Its entire 
pre-tax Income for loan repa\ ment em 
plo) ees can deduct from their tID.. base the 
sum paId and credltlng banl.s do not hal e 
to pay taxes on 50 percent of their lOcome 
corrung from ESOP mterest 

At the moment 12-13 000 medIUm-Size 
and larger companIes are o\\-ned by em 
ployees \\-holly or panlally - mne percent 
of the companies of that SIZe Employees 
hal e acqUIred an average of 22 percent 
01\ nershlp share In companIes at 1800 
companies the share of emplo\ee property 
e}'ceeds ,0 percent and about 200 compa 
nIes are \\holly o\\-ned by employees 

The tax allowances were not a bad deal 
for the U S budget addlt.lOnal tax Income 
(from excess Income for example) coun 
teracted the shortfall of taxes and tlus does 
not e\ en 10elude the benefits v. hlch appear 
later on Namely If modem partlclpauve 
management methods are applied m ESOP 
orgamzatlOns then the compam perform 
ance IS ~O to 30 or In some cases 50 percent 
better than In ESOP orgaOlzallons of SimI 
lar SIZe and profile not apph 109 manage 
ment methods 

v 
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IntentIOns of the SHARE PARTICIPATION FOUNDATION 
Promotmg Emplo)ee Share-Ownership 

m the CreatIOn of a Market Economy m Hungary 

For nearly three decades the conceptIOn of reform of the state socIalist economIes 
of East Central Europe was dommated by the search for the correct mLl( of plan and 
market wIthm the state sector By the mId 1980's a new conceptIOn of reform 
emerged m Hungary focussmg on the pnvate sector as economIsts debated the cor

rect mLX of publIc and pnvate ownershIp across sectors of the economy Develop

ments dunng the past year mdlcate a fundamental break wlth the earlter concep

tIons of reform rather than SImply stimulatmg the expanSlOn of the tradltlonal, 

small-scale pnvate sector, polley makers are desIgmng a vanety of measures for the 

pnvatizatIOn of the pubbc sector Itself Whereas prevIOUS debates addressed ques

tIons of how to reform the econonuc mechamsm of state SOCIalIsm, current efforts 

seek to transform the fundamental mstitutlOns and property relatIOns of the Hunga
nan economy 

The current wave of pnvatizatIOn m Hungary takes numerous forms the crea
tIOn of limIted lIabIlIty corporatIOns, Jomt stock compames, share-holdmg fIrms, 

jomt ventures, and the sale of state sector enterpnses m parts or whole to domesnc 
and/or foreIgn owners Among these multIple routes of creatmg a market economy 

polIcy makers are mcludmg provlSlons for the establlshment ot Employee Stock 

OwnershIp Plans III ""hlCh employees - workers and managers ahke - will be share

holders m theIr own compames The State CorrurusslOner of PnvatiZatlOn WIll soon 
submIt draft legIslation to ParlIament to establIsh and regulate these new arrange
ments under a umned Program of Employee Share-OwnershIp 

The purpose of our FoundatIOn IS to promote employee ownershIp as one as

pect of property reform m the creatIOn of a mark.et economy m Hungary Worhlng 
WIth employees, employers, and theIr orgamzatIOns, It dissemmates mformatIOn, 

publIshes documents, conducts research, and proVIdes dIrect expert adVIce to enable 

employees to become share owners m theIr compames wIthm the framework of the 

Share OwnershIp Program of Employees (m Hunganan Munkavallal6k. Resztulaj

donosl Programja -- MRP) 

Durmg thIS penod of polItIcal and economIC transformatIon In Hungarv, the goals of 

our FoundatlOn are 
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a / to support democratizatlOn of propertv and wIden opportunltIec;; to obtam 

property 

Programs WIdenmg the cIrcle of pnvate owners and democratlZlng access to credIt 

have already been operatmg m the Umted States, Western Europe, and some 

developmg countnes Through varIOUS types of Employee Stock OwnershIp Plans 

jESOPsj employees gam property nghts by securmg a part or the totalIty of shares 

III theIr compames TYPIcally, employees acqUlre these shares not on the bdSIS of 
theIr own savmgs but m a framework of advantageous credIt repayment schedules 

based on the dIvIdends of theIr shares As shareholders, employees have an mterest 

not only III retammg theIr workplaces but also m the profItabIlIty and long term 

market pOSItIOn of the compames as well as m fruItful cooperatIOn WIth each other 

The pnmary aIm of the FoundatIOn IS to offer expertIse to promote the 

elaboratlOn of the Share OwnershIp Program of Employees (MRP) and to further 

Its development and operatlOn along hnes SImIlar m theory and practIce to the 

Employee Stock OwnershIp Plans It undertakes dissemmatIOn of the Idea of 

employee share ownershIp to the wIdest pOSSIble CIrcle of employers, employees, 

and theIr orgaruzatIOns It further supports such actlVltleS by proVIdmg techrucal as

SIstance m ImeStlgatmg the feasIbilIty of a Share OwnershIp Program of Employees 

and m creatmg mstltutlOns at the company level to facIlItate successful functlorung 

of the employees' share ownership 

b / support creatIOn and extenSIOn of the partICIpatIOn pOSSIbIlItIes of emplovees 

- by assIstmg employees, m accordance WIth theIr ownershIp nghts as shdreholders, 

to prepare for strategIc deCiSIons of the company and for electIOns of the most 
lmportant management organs of the company, 

- and by asslstmg firms to create pOSSIbIlItIes for all employees wnhm the framework 

of an m,erall company partICIpatIOn system to contnbute dIrectly to mcreasmg 

profIts m theIr own fields of actIVIty 

c / support deSIgn and constructIOn of an mtensive commUnICatIOn system withm the 

companv 

to enable the employees, as shareholders, to understand the sItuatIOn of theIr com

pany, to IdentIfy Its eXIstmg problems, and to resolve these problems by overcormng 

obstacles to cooperatlOn and developmg the kmds of actIvItIeS needed to mcrease 

the profIts and competltlveness of the fIrm 

1 
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The FoundatIon was founded by scholars and experts m economICS, 10.\\, SOCIO

logy, and psychology who regard economIC democracy dnd polttIcal democracy as 

equally Important (and mutually supportive) features of the HungarIan SOCiety of 

the tuture One of the foundmg members -- Janos Lukacs, an mdustnal socIOlogISt 

who IS now executive dIrector of the FoundatIOn -- has conducted numerous fIeld m

vestigatlOns over the past decade m a varIety of orgamzatIOnal settmgs DUrIng a ten 

month ViSIt In 1988-89 at teh IndustrIal RelatIOns Instltute at the UniVer~lty of 

Cal1forrna-Berkeley, he studIed ESOPs m the UnIted States and conducted several 

months of fIeld research on management-employee relatIOns at the 100% employee 

owned WeIrton Steel CorporatIOn In West-VIrgInia 

In the past year our orgaruzatIOn has 

- partICIpated mtensively m draftmg a new legIslatIOn for an Employee Share 

OwnershIp program, 

- presented over a hundred lectures m enterpnses and a vanety of publIc forums 
to employees, managers, and publIc offICials 

- publIshed artIcles m daIly newspapers and weelJy penodIcdls for the general 

publIc, 

- prOVIded techrucal aSSIstance to managers and employees of enterprIses where 

ESOPs are bemg adopted, 

- consulted WIth numerous representatIves of employee ogamzatlOns and ma

nagement (InclUdIng foreIgn and Hunganan comparues conslddenng buyouts 

of state owned fIrms) III cases where ESOPs are bemg examIned as one 

aspect of property transformatIOn 

In the commg months we plan to 

- prepared handbooks on Employee Share OwnershIp that explam the legal and 

fmancial formulatIons of the new law on Employee Share OwnershIp m lay 

terms as well as outlIne the practIcal steps necessary to establIsh such pro

grams In Hunganan enterpnses, 

- dIstnbuted the handbook and other bnef explanatory matenals to a WIde CIrcle 

of managers and labor representatIves USIng maIlmg lrsts from the MInIStry of 
Industry, the NatIonal Management Tralrung Center, the Bureau of \Vorkers' 

CouncIls, and branch urnons, 

- gave free consultatIons to proVIde techrncal aSSIstance accordmg to the draft 

concept of the new legIslatIOn on Employee Share OwnershIp programs, 

- havmg receIved grants form the Know-How Fund of the BntIsh GO\,ernment 

we were able to help representatIves of companIes Interested In employee 
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ownershIp to attend a conference m Oxford on employee ownership and 
participatlOn and to VISIt partIally employee owned compames m GB, 

- sent Hunganan experts to the Umted States and Western Europe to VISIt en
terpnses WIth ESOPs and learn fIrst-hand from theIr expenences, 

- orgaruzed conferences and workshops on the legal, fmanclal, and orgdmza
tlOnal aspects of Employee Share OwnershIp 

To carry out these projects 

we have receIved support m the form of small grants from twenty two com
parnes already mtenslVely considenng Employee Share OwnershIp programs Seve
ral other fIrms have promIsed additlOnal (although agam, small) grants The Bntish 
Embassy III Budapest helped us fmancwllv to purchase eqUIpment (for commumca
tIon, spreadsheet analYSIS, word processmg, pnntmg, and copymg), to assemble a 
speCIalIzed lIbrary of matenals on employee ownershIp, and to cover trdvel costs 
and consultancy fees of Bntish experts 

But to go on WIth our efforts we need further fundmg from Hunganan and 
foreIgn sources We need grants also m convertible currenCIes from foreign founda
tIOns and other orgaruzatIOns mterested m supportmg employee ownershIp and par
tICIpatIon dunng thIS penod of polItical and economIC transformatIOn III Hungary 

Budapest, February 22, 1991 



FOU"ND.\TION 

founded by 
Acs Eva, DIczhazi Bertalan, Dr Kotz Laszlo, Lukacs Janos, 

Dr Szalal Erzsebet, Dr Szantm Janos 
WIth the followmg condltlOns 

1 Data of the FoundatIOn 

- Name Share PartIcIpatIOn FoundatIOn, Supportmg Employee Stock OwnershIp 

and PartIclpatlOn 

- OffIce H-I089 Budapest, Vllhim utca 15 

2. The aIm of the FoundatIOn IS to promote employee ownershtp as one aspect of 

property reform In the creatIOn of a market economy In Hungary Work.mg WIth 

employees, employers, and theIr orgamzatlOns, It dISSemInates InfOrmatIOn, pub

llshes documents, conducts research, and provIdes dIrect expert adVIce to enable 

employees to become share owners m theIr comparues withm the framework of the 

Share OwnershIp Program of Employees (m Hunganan Munkavallalok ResztulaJ

donosl Program]a -- MRP) 

In detml The FoundatIOn mtends to 

a ) support democratIzatIOn of property and WIden opportumtIes to obtam 

property· Programs WidenIng the CIrcle of pnvate owners and democratlzmg ac

cess to credIt have already been operatIng In medIUm and hIghly de\- eloped 

countnes representIng dIfferent kInds of Employee Stock OwnershIp Plans 

/ESOPs/ TheIr baSIC arm IS to support employees III gammg property nghts 

through secunng a part or the totalIty of shares m theIr compames TypIcally, 

employees acqUIre these shares not on the baSIS of theIr own savmgs but m a 

tramework of advantageous credIt repayment schedules based on the dIVIdends 

of theIr shares As shareholders employees have an Interest not only m retamIng 

theIr workplaces but also In the profitabilIty and long range market pOSItIOn of 

the comparues as well as In fruitful cooperatIOn WIth each other 

The pnmary aIm of the FoundatIOn IS to offer expertIse to promote the elabo

ration of the Share OwnershIp Program of Employees (MRP) and to further Its 

development and operatIOn along hnes sirrular m theory and practlce to the Em

ployee Stock OwnershIp Plans It undertakes dissemmatIOn of the Idea of 

employee share ownershIp to the WIdest pOSSIble CIrcle of employers, employees, 

and theIr orgaruzatlOns It further supports such actlvltIes by applvmg expertbe m 

orgamzatIOnal analYSIS to conduct mvestlgatlons of Hunganan expenences m thIS 

fIeld and to publIsh WIdely the results of thIS research 
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Persons and orgamzatIOns requestIng support receIve assIstance from the 

FoundatlOn In mvesugatmg the feaslblllty of a Share OwnershIp Program of Em

ployees and In creatmg InstItutlOns at the company level to faCIlItate successful 

functlonmg of the empoyees' share ownershIp 

b) support creatIOn and extenSIOn of the particIpation possIbIlitIes of employees 

In two senses 

- to enable employees, m accordance with theIr ownership nghts as shareholders, 

to prepare for strategIC declSlons of the company and for electlOns of the most 

Important management organs of the company, 

- and to assIst In creatmg the possIblllty for all employees withm the frdmework 

of an overall company partlcIpatlOn system to contnbute dIrectly to mcreasmg 
profIts m theIr own fIelds of actIvIty 

c ) support deSI2J1 and constructIOn of an intenSIve commUnicatIOn sYstem WIthin 

the company to enable the employees, as shareholders, to understand the SItua

tIOn of their companY, to IdentIfy ItS e'Gstmg problems, and to resolve these prob

lems by oyerComlllg obstacles to cooperatIOn and developmg the klllds of ac

tIVItIes needed to mcrease the profIts and competItIveness of the fIrm 

3 In order to start the executIOn of the foundatIon's tasks the founders WIll hand 

over to the FoundatlOn - wlthm 30 days followlllg approval of the FounddtlOn -
the amount of altogether 10000 - Ft 

4 The FoundatIon IS open, acceptmg also the partICIpatIOn and donatIOn of others 

The ongmal alms of the FoundatIOn cannot be lImIted or Impaired by the new 

partICIpatIOn ExtenSIOn and acceptance of further partICIpatIOnS and donatIOns 

for the foundatIOn wIll be deCIded bv the adVIsorY board havmg a competence 

descnbed below 

5 For the adrrurustratlon of the Foundatlon, the founders create the orgamzatlon of 
the FoundatlOn descnbed below 

The orgaruzatlOn of the FoundatiOn consists of the AdVISOry Board, the ExecutIve 
Comrruttee, the Board of SupervlSlon, and the Work-orgaruzatlOn 

a ) The AdVISOry Board IS the goverrung body of the FoundatIOn responsIble for 

the proper management of the Foundatlon's resources through safeguardmg the 

value of Its property and overseemg the utllIzatlon of such property and the m

come from It 
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In order to achIeve the goals of the FoundatIon 
- the AdvIsory Board admInIsters the FoundatIOn's property and the Indldvldual 

property objects Included In It The AdvISOry Board has the rIght -- In the ab
sence of OppOSIng stlpUlatlOns of the donatlOn contract -- to altenJ.te, mort
gage the IndIVIdual property objects, or to execute any operatIOn sen Ing use, 
utlhzatlOn, safeguardIng and extenslOn ot the property It has also the rIght to 
Invest the resources at 11s dIsposal WIthIn 11s own competence WIth the 801m of 
extendIng ItS peoperty 

- By means of an addItIOnal extenslOn of the FoundatlOn property or by dona
tIons made by newly Jomed mdlvlduals or orgamzatIOns, the founders can StI
pulate that also the capItal of the donated property be utIlizable for the fulfIl
ment of the FoundatIOn targets and thev have the rIght to stIpulate It In the 
relatIve contract of donatIOn In such cases, adrrumstratIOn of the FoundatIOn 
property can deVIate from the general rules stIpulated m the FoundatIOn do
cument 

- The AdVISOry Board decIdes about acceptance of extenSIOn of the foundation 
property by the founder, espeCially In cases when the condmons of property 
e"XtensIOn deVIate from the general condmons 

- The AdVISOry Board also has the nght to decIde about the acceptance of any 
offer to Jom the FoundatIOn If the condltlons of the offer to Jom WIll result In 
the extenSIOn of the FoundatIon aims or WIdemng the CIrcle of benefIciarIes, 
the board IS entItled to make such a deCISIOn only on condItIOn that 11 not m
fnnge on the ongmal aIms or on the CIrcle of the ongmal beneflclanes Ac
ceptance of an offer to Jom that moditles the ongmal condmons reqUIres the 
approval of the competent state authonty 

- Remterpretatlon of the FoundatIOn's aIms and the prescnptiOns relatmg to the 
CIrcle of the beneficianes IS wlthm the competence of the AdVISOry Board 
Such remterpretatiOn must be formulated m a resolutIOn and attached to the 
FoundatIOn document The competent state authonty must be mformed 
about thIS declSlon 

- The adVISOry board determmes the annual plan of the FoundatiOn, as well as 
Its budget, and deCIdes about the acceptance of the annual fmancial accounts 
prepared by the Board of SupervlSlon 

- The AdVISOry Board elects the chaIrman of Its own body It IS further re
sponSIble for appomtmg the members of the ExecutIve CommIttee as well as 
the members of the Board of SupervlSlon 

b ) At the tIme of 11s foundmg the members of the AdVISOry Board conSIst of the 
founders themselves or theIr representatIves, and one represent.ltlve ot the su-
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pervisory state organ Afterwards, the AdvIsory Board wIll also mclude one rep

resentative of each of the InstltutIons, compames, and pnvate persons JOInIng 

the FoundatlOn untll the number of members of the AdvISOry Board reaches 21 

persons The mode of delegatIon of representatIves IS determmed by the Inter

nal regulatlOns of the state supervISOry organ, as well as those of the Jommg ms

titutlOns and compames, always wIth a vahdlty for themselves 

- Members of the adVISOry board serve 5 year renewable terms MembershIp 

does not lose ItS valIdIty WIth any change In a member's employment status 

In the case of reslgnatlOn of a member, acceptance of the reSIgnatIOn and re

lease of the member m questlOn IS decIded by an extraordmary seSSlOn of the 

AdVISOry Board when the number of members of the AdVISOry Board IS re

duced below 10 persons and that of the members of the executIve comrmttee 

below 3 persons In such cases, the adVISOry board IS oblIged to mitlate comp

letIOn of the number at the delegatmg orgamzatlOns 

- MajOrIty votes of a quorum of the AdVISOry Board are bmdmg A two-thIrds 

maJonty IS necessary for recallmg the entIre ExecutIve CommIttee and Board 

of SupervISIon as well as of theIr chairmen 

- The seSSlOns of the AdVISOry Board can be summoned by Its chaIrman as well 
as the chairman of the Board of SuperVISIOn The seSSIOns are led by the 
chaIrman of the AdVISOry Board who prepares the mmutes of the seSSIOns 

and subrmts the deCISIOns to the supervISOry state authonty 

c) The ExecutIve CommIttee of the FoundatIOn conSIsts of 5 persons Its mem

bers are selected by the AdVISOrv Board for a penod of 5 years 

The ExecutIve CommItte 

- deCIdes m all questlOns not beIng under the JunsdictlOn of the AdVISOry Board 

on the baSIS of the FoundatIOn document or of a separate deeISlon of the Ad

VISOry Board, 

- realIzes the goals of the FoundatIon and adnumsters the FoundatIOn property 

accordmgly, 
- creates and mamtams the mternal orgamzation and functIonal system In order 

to realrze the alms of the FoundatIOn, 
- excerClses the nghts of employer over the dIrector of the Work-orgamzatIOn 

(appomtment, release, salary etc), 
- submIts an annual report to the AdVIsory Board about the aCtiVItIes of the 

FoundatIOn orgamzatIon and about Its econOmIC results 
- The ExecutIve CommIttee elects Its chaIrman from ItS members It deCIdes by 

means of a SImple maJonty of votes In case of a tIe, the vote of the chaIrman 
deCIdes A declaratIon of acceptance gIven by the appomted person IS neces
sary for the acceptance of membershIp m the ExecutIve CommIttee 
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- The members of the ExecutIve Commlttee hme a cIvil law responsIblllty for 
their actlvltles 

- The AdvISOry Board deCIdes on all rules of contractuJ.l matter~ In the J.bsence 
of other stipUlatIOns, the nght of contract IS e\,cerclsed by the chmrmcln ot the 
Executive Commlttee, and he also has the nght to transfer thl~ nght to other 

persons (to members of the executive commIttee or to the members of the 
Work-orgamzatIOn) A book of representatIOn should be kept about the 

authOrIZatIOn of the rIght to SIgn contracts 

d ) The AdVISOry Board WIll elect a Board of SupervlSlon from Its members The 

Board of SupervISIOn consIsts of 5 members A separate declarauon of accep

tance IS necessary for the acceptance of such an aSSIgnment 

The Board of SupervIsors 

- IS oblIged to control normahty of the functIOmng of the FoundatIOn orgamza

tIOn and mform the mterested boards jExecu!1ve CommIttee, AdVISOry 

Boardj m case of any dIscrepancy, 

- IS oblIged to control and report on the annual report of the ExecutIve Com

mIttee, 

- has the rIght to summon the ExecutIve CommIttee or the AdVISOry Board, to 

mform the supervISOry organ m case of dIscrepanCIes, as well as to make 
complamts m case of any corrupt practIces, 

- has the rIght to suspend functIOmng of the ExecutIve CommIttee m case of 

grave Irregulantles, and to appomt an extraordmary manager for admIillster

mg the matters At the same tIme, It must mltlate an extraordmary seSSIOn of 

the AdVISOry Board, 

- IS obliged to suggest summonmg the AdVISOry Board also m case of reducmg 
the value of the stock capital to half 

6 ) The beneficlanes of the FoundatIOn are, accordmg to the alms of the Founda

tIon 

- employees, employers and their orgaruzatIOns conSiderIng or mtendmg to start a 

Share OwnershIp Program of Employees at theIr own company and to create par

tICIpatIOn and mternal commurucatIOn systems accordmgly as well as to obtam m

formatlOn about them In ItS mformatIOn and adVISOry actIVIty, the FoundatIon 

favours compames haVing Jomed the FoundatIOn but It has no rIght to deny Its as
SIstance from any other party approachmg It 

- The practIcal utIlIzatIOn of the FoundatlC)n's resources by the AdVISOry Board rela

ted to the CIrcle of benefICiarIes IS controlled by the Board of SupervISIOn When

ever they are contrary to the targets of the FoundatIOn and endanger theIr reah-

I~ 
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zatIOn, It has the nght to InItIate the alteratIon or abolitIOn of the pnnclpal decI

SIOn and to mform the supervIsmg state authonty of this actIOn 

7 FInancIal Management the FoundatIOn 

The founders stIpulate that the property of the FoundatIon and Its growth should be 

governed by the orgamzatIOns govermng the FoundatIOn (AdVISOry Board, Board of 

SupervlSlon, and Executlve CommIttee) 

In the framework of thIS fInancIal management, 

- the organs of the FoundatIon are oblIged to maIntaIn as well as Increase the capItal 

value of the FoundatIOn property It IS possIble to use - as a general rule - pro

perty objects for the purposes of the FoundatIOn, as well as to make use of the 

profIt resultmg from the utIlIzatIOn of the property 

- The property objects mcluded In the property of the FoundatIon can - as a general 

rule - be alIenated However the prevIOUS approval of the AdvIsory Board IS ne

cessary for the alIenatIOn of a property object representmg a value consIderable 

compared With the value of the FoundatIOn property, I e reachIng Its 

10 percent The AdVISOry Board deCIdes In ItS own competence up to what value 

the property objects can be alIenated, obtaIned or accepted by the ExecutIve 

CommIttee or the Work-orgamzatIon, WIth the purpose of fulfIllmg the targets of 

the FoundatIOn 

- For the book-keepmg system of the FoundatIon, the related decrees of the MmI

ster of Fmance should be applIed The mformatlon system and the mventory sys

tem should be deCIded by the ExecutIve CommIttee, takmg the value of the start

Ing property Into conSIderatIOn 

- Considenng the legal stlpulatlons, 11 IS pOSSIble to separate speCial funds wnhm the 

property of the FoundatIOn, dependIng on theIr destInatIon TheIr utIlizatIon can 

be lImIted to speCIal tasks \\Ithm the general aims of the FoundatIOn In the 

agreements concerrung acceptance of the donatIOn, the economIC condmons rela

ted to the speCIal fund can be utIlIzed for the speCIal target The contract about 

the speCIal funds WIth the new members JomIng the foundatIon IS concluded by 

the AdVISOry Board 

- As the FoundatIOn IS responsIble towards external orgamzatIOns for ItS total pro

pertv - 1 e , also WIth the separate speCIal funds - any claims on the foundatIOn 

property - as a general rule - are met from the mdlvldual property parts (SIdes) 

proportIOnally A stIpulatIon deVIatIng from thIS general rule can be valId If It IS 

determIned by the partIes In the contract of donatIOn 

- The founders stIpulate that If the nomInal value of stod. property of the founda

tIon - to be maIntamed by the FoundatIOn as aIm of Its e\Istence - IS halved, the 

AdVISOry Bord, the Board of SupervISIOn as well as the ExecutIve COnllTIlttee - se-

If 
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parately or together - are oblIged to mmate dlssolvmg of the FoundatIOn The de
CISIOn concermng dIssolVIng of the FoundatIOn IS m.lde by the AdvISOry Board, 
but the approval of the supeIVlsmg authonty IS necessary for Its valIdIty 

- The ExecutIve Commettee prepares annually a report to the Advisory Board on 
the management of the property of the FoundatIOn 

8 CondItIOns of JOInIng the FoundatIOn 

- It IS possIble for orgaruzatIOns or prIvate persons to JOIn m the rdltzatlOn of one 
part of the FoundatIOn's goals or In theIr mdividual specI.!.l targeb In case of 
theIr JOinIng, they put a property sUItable for the gIven purpose at the Founda
tIOn's dIsposal, and they have the rIght to stIpulate theIr condItIOns In a contract, 
WIthIn the stIpulatIOn of the Foundation document 

- The AdVISOry Board has the rIght to declde about acceptance of the JOInmg offer, 
defInmg at the same tlme also the condl11ons under whIch It accepts the offer 
The JOInIng agreement IS sIgned on behalf of the FoundatIOn by the chaIrman of 
the AdVISOry Board and the chaIrman of the ExecutIve CommIttee 

- If the JOlillng COnditIOnS are contradIctory with the arms of the Foundattol1 and en
danger theIr realIzatIOn, the organs of the FoundatIOn are entItled to make a 
complamt to the superVISIng state authorItIes DependIng on the standpomt of 
the authorItIes m the questIOns of the complamt, the organs of the FoundatIOn 
are oblIged to IrutIate modIfIcatIOn or cancellatIOn of the agreement 

9 Other condItIons 

- It the FoundatIOn fruls for whatever reason, the FoundatIOn property should be at
tached to another foundatIon havmg alms SImIlar to those ot the FounddtIon The 
fInal declSlon must be made about thIS questIOn by the supervISOry authonty 

Budapest, November 27,1989 
[SIgned by the founders] 
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ESOP 

Metnmpex deals mainly In foreign 
trade of mechanical mstruments It has 
expanded Its operations as a tradmg 
house to domestic trade, services and 
transport Metrlmpex had a gross turno
ver of HUF 3 billion and pre-tax profit of 
HUF 90 million In the fIrst SIX months of 
1992 In 1991, the company had pre-tax 
profits of HUF 225 million on gross 
turnover of HUF 12 bIllion 

~[p[b@1lf]rn&) 

£~[3 ~ru1 
[3~QD&)~~ 

\letnmpex Ltd engaged m the export I hon Onl) 88 percent of the equIl) \\as put 
and Import of m5lruments manufactured m up for blddmg 10 percent \\as retamed by 
Hungar. IS one of the compames owned 90 the State Property Agenc} (SPA) to be sold 
percent b\ ItS statf We ha\e as!..ed Dr I for compensallon vouchers and two percent 
Tl\adar Tomo[a!.. presldenHiIrector gen went to local government authontles In 
eral about thiS StIlI uncommon method of I terms of the nghts set down m the ESOP ar 
com erslOn and the expenence to date tides of aSSociatIOn 60 percent of the shares 

U71e1r ~as the cOllverslOlllaunched? are held b) the emplo>ees and the rest by the 
In March 1991 the State Property management Part of tlus particular 25 per 

Agenc\ ordered the firm to be pmallzed cent was also paId b\ the lmuted company 
ThiS \\ as completed on October 8 v, hen the The employees stili had a conslderable part 
ESOP orgamzallon Signed a contract to buy to pav for Not ever\one had to pa) the same 
the firm amount of course The size of the stake 

Dutil t allv foreIgn or domestrc Investors avrulable to emplovees depended on the lime 
apply? Whv was ESOP tire method chosen? spent at the companv and their positions and 

In addllion to us there I>. as one Hungar I mcomes m 1992 
Ian applIcant - Dunaholdmg - and a firm I Wllell com ertmg the company, dId, ou 
from '\e\\ Zealand We ha\ e no mformallon tlnnl.. of a mIXed constructroll m whICh part 
on the construClion they suggested From the of tire company shares would have been 
begmrung I>.e made an effort to prevent for bought by the emplo)ees In ESOP, and part 
elgn m\ohemem m the nev, compan) We of It by the mallagemellt 1II MBO' After all, 
v.ere aIraId that If a nval compan) bought if 40 percent of the shares are o~ned b) the 
\letnmpex It I>.ould deCide sooner or laterto I management, tillS can be regarded as a 
v.md It up or to alter Its core bus mess There I covert management buy-out. Can the em 
\\ as another altemall\e - a \\ Idespread one I plo}ees exert any control over the company 
- that the more effectl\ e parts of the com ,at tire mome1lt? 
pam \\ ould con\ ert mto lmuted companIes In the case of Metnmpe" Ltd we cannot 
and break a\\ a\ Tlus was prevented bv the I speak of MBO In am form as It IS not the 
management \\ e thought Metnmpex should I management but the emplo) ees who have the 
remaIn as one umt At that tlme the ESOP maJonty stake At the company s general 
measure \, as passed and \\ e conSidered It the meeting the ownerslup nghts of the ESOP 
best pos<!ble solution Our ESOP consultant I orgamzatlOn are asserted by three repre 
firm RnefSlde Budapest Imestment and sentatlves two of \\hom were appOInted by 
Consultmg Ltd conSidered tlus type of pn the ESOP general meeting We did not have 
\ atlZ:lllon feaSible m our case a mixed construction m mmd partly because 

As I understand It, the firm's equIty IS there \\ as not much tlme and partly because 
HlJF 700 millIon Althollgh the 400 em we did not v. ant to spIlt the staff 

thirds of the votes that the ESOP IS entJtled 
to The company s board of duectors has 
delegated the deputy bus mess director gen 
eral mto the ESOP exeCUlI\e body tlus per 
son controls one thIrd of the \ otes 

What are the condItIOns set down rn the 
ESOP Articles of Assoczatron 11/ connectron 
with staff members' sellrng tlrerr stal..es and 
the potentral bu) ers? 

The ESOP organlzallon adrmts as mem 
bers only those \\ ho have v.orked at 
Metnmpex for at least t\\ 0 years The ESOP 
organization IS entItled to the nght of 
preempllon that IS It has the nght to pur 
chase the shares of employees gomg mto re 
tIrement or lea\ mg the company The shares 
bought bac!.. by the ESOP orgaruzatlon are 
then aVaIlable first for the other employees 
of the lmuted compan) followed by ESOP 
members and finally the rest of the owners 

I 
That s why no shares ha\ e been reserved for 
new adffilsslOns If an emplo) ee v,lshes to 
Jom the ESOP but no shares are a\ aIlable 
he or she has to wall unll] some become 
aVaIlable through say somebody s rellre 
ment Currentlv ESOP members can trade 
with the maJonty of shares the ESOP has 
bought out since the percentage bought on 
the E-Credn IS mortgaged to the Post Office 
Bank and the Sa\]ngs Bank Ltd I>.ho ha\e 
granted the ad\ ance So ESOP members 
may nov, sell only the shares at nommal 
value whIch they have acquired from their 
01>. n resources They become the actual 
owners of the shares onl) after fully repa, mg 

plo~ces had probahl} taken out the EXISt Ho", IS a deCISIon made by a general I 
the E-Credlt and the mterests 

From the dIVIdends? ence CredIt, It must haH been a dIffiCUlt meetrng? lHIO IS present? 
las/.. for them to put up the 2" percent o~ n The general meetlng IS attended by the 
resources Did they recen e asslstallce from board of directors the super\ ISOfj comrmt 
the compam' B> the ~a\ 110 .... ellthUSlas tee the audllor the representatives of the 
tIC ~ ere tlrn about the ESOP' ESOP or~amzatlon as "'ell as the SP~ and 

E\ en at the first mqulrv nearl) 90 per the local authontles as shareholders As the 
cent of the employees SaId \ es to the ESOP maJont) of shares IS owned b, the ESOP or 
and almost all of them Jomed the ESOP or gamzatIon the) dictate v. hat should happen 
gamZltlOn The\ had taken an acme part m nho are the current representatues of 
draftmg the articles of aSSOLlatlon - that s tire ESOP orgalll:.atlon? 
I>. h\ It \\ as prepared \\ lthm such a shon time The ESOP general meeung has appomted 
InLldentall) tbe emplO\ee<; I>.lll not ha\e to a managmg clerk and a forelgn-trade execu 
P1\ tne full> percent of the HeF 700 mil tI\ e to represent the ESOP The) control tl>.O 

That sour objectl\e And probably I>.e 11 
be able to reach It Metnmpex IS e"<pected to 
close 1992 \\lth profits agam Its posillon IS 
stable In other respects as I>. ell being a for 
elgn-trade finn It has naturall) been shal..en 
by the collapse of Hunga£) s traditIOnal 
Eastern markets but - although ItS tumo\ er 
for 1992 IS onl) about one third of the figure 
for three years ago - It has ne\ er been 10ss
makmg 

------------------------ PRIVINFO 

EV 
5 



ESOP 

Masped Magyar Altalanos Szalht 
manyozasl Vallalat (Hungarian General 
FreIght EnterprIse) IS the only company to 
date where - If the State Property Agency 
(SPA) accepts the tender of the employees 
of the company - prIvatization would be 
carrIed out exclusively through ESOP 
(Employee Share OwnershIp Program) 
and MBO (Management Buy-out) We 
talked over the two schemes wIth Istvan 
Kaut%, the chalrman-general manager of 
Masped, and Eva Ferencz, executive 

~[p 00 ~®lJ 
QJJlB® 

OCKl 0D~QOOffi 
manager of the ESOP organization. _____________________ _ 

- How dul the trallsjonnatlOn of Hasped 
start? 

- Onglnally the comp.my used to be a 
state-owned enterpm.e managed by an enter 
pn>e board It sub nutted Its transformatIon 
apphcauon to the SPA In November 1991 and 
It was transformed mto a Jomt-stock company 
on JanuaI) I Of the stocks 899 percent 'Went 
to the SPA 5 3 percent to the employees -
property vouchers were converted mto shares 
- and ..\. 8 percent to the local government In 
October 1992 the Board of Dtrectors of the 
SPA announced a hnuted tender for the pur 
chase of Masped About 30 foreIgn and do 
mesnc profeSSIOnal and mstltuuonal m\estors 
particIpated at the tender and - as they had 
prevIOusly mdtcated to the SPA therr mtenuon 
to buy - representames of Masped 'Were m 
\1ted as well 

- What dul therr applrcatum contam? 
- We estabhshed a consortium the 

shareholdmg company WIth a share capital of 
HUF 10 nulllOn set up out of members of the 
ESOP orgaruzauon founded by the employees 
and of the management, respecuvely for ef 
fecung the management buy-out subnutted a 
Jomt offer The SPA put up for sale 79 9 per 
cent of the shares (It retained 10 percent for 
the exchange of compensauon vouchers) ac 
cordtng to our plans 51 percent WIll be bought 
by the ESOP organlzauon and 28 9 by the 
management 

- How duI you get the uIea to buy Masped 
m that Way? 

- We know of a number of cases m wluch 
ESOP was actually an }VIDO m dIsgUISe - and 
that IS what 'We wanted to aVOId Somenmes 
the dlstnbuuon of shares was tied to the 
amount of own resources pmd m but It re 
suited m acquISItIOn of stocks mamly by the 
management We bebeved that the proportion 
we chose would make It pOSSIble for the em 
plovees to acqurre stocks m proportion to therr 
contnbuuon to profits and accordmgly to 
have a say m runrung the e'1terpnse On the 
other hand 'WIth Its 28 9 percent of t.ie shares 
- 2) percent suffices for the nght of .eto -
the management 'WIll be able to prevent po
tentlally wrong deCISIons v.luch would be 

Masped had a turnover ~ of 
HUF 9 bIlbon and a pre-tax profit 
of HUF 325 ..millIOn In 1991 
Masped antICipated a turnover of 
lIUF )} QIllion," and a pre-!aX 
profit of 421 nllIhon for 1992 

~ ~ 

contrary to the long-term mterests of the 
company Western expenences were made 
avrulable to us bv the Resz-Vetel (Take-Part) 
FoundatIOn 'W hlch abo took pan m the 

I elaborauon of farr and Just b)-laws 
- Whrch pnllclpie was applied at Hasped 

I for the dlStnbunon of shares among the 
I I members of the ESOP orgam:.atlOn? Who 
I could buy shares? 

- Anyone v.ho has been V.lth Masped for 
at least SIX months The amount of shares dIS 
tnbuted accordmg to the tunetable of repay 
ment depends on the number of staff the sIze 
of the o\Yn resources prud 10 and net 'Wages 
as well as the s().-{;a\led responSIbility scores 
of employees wluch can be calculated on the 
basIS of therr postUon at the emerpnse 

- But thIS IS also a scheme favonng the 
management, ISn t zt? After aU, they are the 
ones who can acqUIre a higher amollnt of 
shares, alsQ because they have a higher net 
salary 

- ThI~ method of the wstnbutton of prop
erty ensures the wstnbuuon of shares In pro
portion to performance no one of the em 
ployees III the ESOP can accumulate more 
than one percent of shares 

- How can emplo.ees take part !II the 
decISIOns of the company? 

- Each shareholder may come to the share 
rolders meeung and take a ; ote In proportton to 
the amount of ~hares he o'Wns The ;oung nght 
attached to shares not > et cbstnbuted belongs to 
the executl\e of the ESOP orgaruzanon, but slll1. 
the execuU,e can only 'ote on ISSues for v.luch 
he was authonzed at the general assembly of the 
ESOP orgaruzatlon. 

- So the total of shares won't be dlStnb 
uted among emplo}ees? 

- No that IS one of the aspects where v.e 
dIffer from the Hunganan pracuce -If we can 

call practtce those few cases v. hen em 
plo) ees bought thetr companv We kept to 

, gether::!5 percent of the shares and that \, til 
stay to the ownershIp of the ESOP orgamza 
tlOn e.en after the employees WIll ha\e 
completely repaid the EXIstence Credit they 
got 'lew emplovees WIll be able to buy 
\-!asped shares out ot that 2) percent and the 
dIVIdend of It shall create resources enabltog 
the employees who are leavmg to sell theIr 
shares - If they want to 

-In order to buy the enterpnse both the 
emplo\ees and the management want to ap 
ply for E-Credzt 'tlasped has a SlIbstannal 
eqUl.tv - ISn't zt difficult to present own re 
sources? 

- Indeed the eqUIty capttal of the com 
panv amounts to HUF 2 00065 bIllion >\l1340 
employees of "lasped Jomed the ESOP or 

, garuzauon Emplovees prud HeF 13 nuillon 
as 0\\ n resources even If for such a sum - o'Wn 

I funds amount to only rno percent -tt \\ as not 
easy to gather so much money The 16 man 
agers ot the enterpnse-management buyout 
\Ylll also finance the purchase out of the E
C.edlt The company WIll repay the loan out 
of profits They all have the chanl.e to do It 

I too \[asped had a tumo;er of Hl"F 8 bIllion 
I m 1991 and appro~matelv Hl"F 9 bJlllon m I 1992 The latter means the transport of three 
\ nullton tons of goods and the prOVISIon of 
i servIces to 6000 customers 
I - What are the further plans of Masped? I HQJ.e employees participated at aU zn work 

zng them out' 
I - So far \lasped has been mvolved only 
: m mtemauonal freIght orgaruzatlon but our 

\ 

ne'W plans mclude se'tlllg up domesttc \Yare 
houses and outlets we ha\e already opened 

I office~ m 10 rural towns '<evertheless we are 
'I not chang10g our profile Staff numbers 'Were 

mcreased by 10 percent m 1992 and If do 
I meslIc freIght transport pro\es profitable then 

m the furure v.e may employ even 50 percent 

I more people than last year I cannot tell )OU 
more - It IS up to the assemblv to deCIde on 

I the strate !!V , ~ 

I EV 
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ESOP 

The rules for EXistence Credlf changed Oil JallllaIY 1, the detmls appealed m PRIVINFO No 41 
1993 

Recentl), experts lIZ the MlIllStry of FlIlallCe hal e been workl1lg 011 the amendment of all ESOP 
plocedure adjusted to the condltlOllS of the E-Credlt Accordlllg to PRIVINFO's lIlfOrmatlOll, the 
n ork IHll be filllshed at the elld of March or 11l 11l1d-Apnl As ESOP orgamzatlOJ1s formed before 
thell n III have to use the current rules, we e'(plal1l tile procedure below, alld as soon as the new 
condzl1olls are k1lown, we shall provzde all update 

For Article 1 of the ESOP Act 

An ESOP orgamzatlon can be fOlTIled ""here\er emplO\ees of a 
pubhL hmlted compam or llmlted company registered m Hungary -
m the manner regulated b\ the ESOP Act e>;clusI\ ely m the company 
b\ \\ hlch the\ are employed - ""Ish to purchase state-owned shares 
or busmess shares 

Pamclpallon m an ESOP does not otfer guarantee~ for the con 
tmuatlon of emplo} ment 

Slmultaneou,l\ \\Ith the telTIlmatlon ot emplovment the nght of 
an employee to partICipate m an ESOP also ceases 

For Article 2 of the ESOP Act 

-\n ESOP can also be started when a state-owned compam I 

sub,ldla!) or the compan\ of mdl' Iduallegal entltles IS transfolTIled '\n ESOP can be started b) the yoluntan organIzation of em 
plo\ees \\Ith the partlclpatlon of at least 2;, percent of the \\orl-. 
force 

It I~ also po~slble to orgaruze an ESOP pnor to transformatlon 
In ,uch cases It not necce~sm for the \yhole enterpnse to be trans 
tonned mto an econorruc as~ocIatlon Instead the ~tate-O\\ ned holdUlg 
wmpan\ can \\ Ithdra\\ the propem of the separated orgamzatlonal 
unit and tran~tOlTIl It mto a compan\ ""Ith the e>;press aIm of torrrung 
an ESOP there 

Then the acqulSltlon of shares or busmess share by employees IS 
etteded b\ purchase after the company created m the wlthdra\Vn UnIt 
ha, been registered 

On the ba'l~ of the mltlame of the OrgaruzatIOn CommIttee on 
behalt of the State Propem Agency It IS ad\Isable to make a deCISIon 
on the ""Ithdra\yal of the propem of the separated organIzation UnIt 

- If the purchase mman\ e fits mto the gO\ ernment pm atIzatlOn 
oble~tl\es and branch concepts (m such cases It IS also necessary to 
a,I-. the oplmon of the mmNl"' of the branch Loncerned That has to 
re fitted mto the process of the procedure from the pomt of \ le\\ of 
borh tlme and content) 

- If the transfolTIlation of the LOmpan} a, J "" hole IS not ad\ IS 
able m telTIl~ ot the econom\ ][s ~Uf\ 1\ al m an unLhanged fOlTIl IS 
ImpOSSible or undesrrable because later on the potential collapse of 
the enterpn,e \\ ould dey aluate even Its snll 'dable and marl-.etable 
UnIt> and could prey ent ItS sale completeh 

Emplo\e:!s are ehglble for partlclpatlon m the ESOP If they have 
I:een \\ orkmg for the compan\ or ][5 legal predecessor for at le~t 
hJIt at the legal \\ork nme and have been employed tor at le~t Sl\ 
rronths 

A., J condition for partlLlpatlon m ESOP e\ en ESOP articles 
I. armor prescnbe the e>;lstence of emplO\ ment for more than tl\ e years 

Partlclpatlon m an ESOP IS the b~IL nght of all emplo\ees fpro 
\ Ided they ,an,!\ the condition, snpulJted m the articles) 

A. \\ ntten ,t:uement mu,t be gl\ en on the mtenllon to pamclpate 
:mJ It I_ pO»lble to gl\e up that nght m \vnlln", 

SI_ntng tr~ comml~slon ';I\en to the Org:lmzauon Committee I, 
31 'Lon'lder~d a \\ nnen statement It II'> Lontent mclude, the stJte 
m~rt on th~ mrenuon to buy 

To accomph,h that (m the case of an ESOP not yet fOlTIled) em 
plo,ees gIve the three-member Orgamzatlon Comrrunee a commls 

I sion m wntmg whereby the) authonze llS members picked from 
I among themselye~ what ,tep, they should take on behalf of the ern 
I plo\ ees - as therr cltents - Ul order to obtaUl the deSired share own 

ershlp 

The cOlltellts of the comllllSSlOlI1Il wntmg 
To negotiate \\ Ith owners to fOlTIl the condmons of the ,ale for 

the case of the estabhshment of the organization to agree upon the 
manner of servIce and conSideration on the condmons of a potentIal 
pa\ ment In Installments to agree on the addmonaJ conditions of the 
contract due to negotiate \\ Ilh the credit mstltutlon on a loan request 
to hay e a teaslbl!lt\ study done to prepare the dratt artIcles and co 
ordmate their contents \\ Ith the emplo\ees to prepare the plenm 
meeting resultmg m the establtshment of the organIzatiOn In ,uch a 
\\ a\ th1t at lea,t ~O percent of rre total \\ork torce of the company 
should attend It for support 

The authonzatlon wIll be acceptable to those responsible m the 
SP -\ If It has been SIgned b\ 2;, percent of the emplO\ ees concerned 

It IS the task of the Orgamzallon ComrrutteO to hme the fe~lbll 
It\ stud\ prepared That contams the sIze and \ al!..e of the emplo~ee 
share acqUisition mtentlon and pa\ment conditions a\allable (pres 
entation of 0\\ n resources) whether or not the\ \\ Ish to u,e the em 
plo\ee allo\\ance-posslblht) detmed m the Propem PohC\ GUide 
ltnes fm the case of a loan) what repa\ ment concimons It IS able to 
meet or ""hat pa\ment m m_tallments can the ESOP organization 
take on subsequent to Its establIshment 

The teaslblhr\ stud\ must c1e.lrlv state \\ hether the financIJI 
situation of the compJnv enJble, the ~uccessful ettedllatlOn of ESOP 
(The compan I~ not under b1nkruprcy or hquldauon proceedm,;s ) 

The feaslbl!ll\ study aho hdp' emploY ~es to be Jble to deCIde 
(m a \\ Ider mcle) \\ hether underthe e>;pect1ble purchase condltlon~ 
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tr~\ l~n re l,onabh undenu..e ,hJ.fe alquhltlOn 10 the tl Jme\\ or\... ot 
ESOP 

FrOl'1 the LelhOlUI pomt of \ le\\ the k~'lbli1l\ ,tud\ I' lontrol 
1 j b\ the ,-0ll1p~m nd It' ~roundtn~ atk ,t~d 

-\ne,t..!tton at the compam Lan b~ etfected b\ tho,.: 1uthonzed 
to 'I_n 

The CL)ll1pall\ 1<; obltged to fuml,h dat~ nl:!ce<;\:m tor rhe prepa 
ratton ot the I~Nblltt\ ,rud\ 

For COSh ot thl:! ,rud\ 
It a .. on,ulllng fiml I' emplo\ ed the co,t ot the preparatton of 

t'1 fe:l\lhltt\ ,tud\ ll1U,t be p11d m ad\ ance b\ the ESOP Or;:, 1111Z:1 
tlon COm!11lttee pr0\ Ided that the compan\ does not do ~o on Ib 
0\\ n Ilcord 

Follo\\ mg ,he e,tablbhment of the ESOP orgalllZ:1tton the com 
pam IS obltged to b~ar costs related to the preparatIon of the feasl 
blill\ \lud\ 

If the acU\ m ot the ESOP Orgamzallon Commltlee f:uls and the 
ESOP org:JlllZ3tlOn b not fomled [hen the CO,[S of the fe~lblltl\ ,tud\ 
mu't be born b\ the emplO\ee communlt\ (comml"lolllng the Or 
g~lllZ3tlon Commltlee) 

For Article 3 of the ESOP Act 

\\ lIh a sIgned COP\ of the completed feaslblltl\ stud\ the Or 
g:l1llzatton Commmee can request a loan from a fimnclal mStllutlOn 
or ma\ ~I\ e an offer for pa\ ment 11l mstallm~nts to the 0\\ ner of the 
propem ,hJ.fe 

TIle method of the credit examlllatzoll 
Fmanclal mstlluttons ha\e elaborated m their 0\\ n rules (Proce 

dure on granttng E-Credn and deferred payment allo\\ ances for ESOP 
orgamzattons) \.\ hlch documents are necessm for the credIt e\arru 
nation 

Baslcal/), these G/ e 
1 ) The commIssIon m \\ ntmg of the ESOP Orgamzatton Com 

mmee Ithe court resolullon arresting to the registration of the 
ESOP orgamzallon - If there IS one alread\) the mmute, ot 
the foundallon meetmg of the ESOP OrgamzatlOn on the 
baSIS ot \\ hllh It can be estabhshed that 40 percent of the 
emplo\ees of the compan\ hale declared the foundation of 
the orgalllzatlon and estabhshed Its articles 

2 ) The interim agreement reached \\!th the State Holdlllg 
Compam contammg the purcha<;e pnce of the demed 
propem for the case of the foundation of the ESOP or 
gamzanon 

.) ) Feaslbll!l\ study 
-I) Documents related to transformatlon 
~ } Documents concernmg the busme,s management of the 

compan\ for sale 
6 ) Busmes~ plan (for the term of the loan If possible but for a 

ITIllllmUm of three \ear<;) 
7 I .l,. "urances ~en mg a., lollaterals for the loan and dOluments 

on the guarantees 
S ) Other documents prescnbed b\ the deCl<;IOn-ma\"'lllg <;\ stem 

of the financlJI mstltUllon concerned 
.l,., a rl,ult of the credit e\amtnatlon the finallCtal m'lIIUllon ma\ 

I"ue a proml"on note for the loan or the 0\\ ner at the propem 
,h:11 e 1 If he I~ \1 IIl!ng to accept pa\ ment In mstallments) m:l\ l11a\...e a 
't~tement to the efkct th,lt he \1 III accept the partlclpatton propo~al 
If ,he orgarlz1110n I, founded 

ESOP 

The pfLlnll' 0[\ Ik1te for Ihe 10m or the ,t .. uelllcnt delllt)n,tr..!te, 
th~ mtentton 0t the hr~ncl.l1 m,mutlOn to "rJnt a 10 11l or th, ,dim" 
IntennOll ot the \endor .l,.lter thL tound..!lIon 01 Ihl orgJrtl ulon thL 
Lontent, ot the proll1l"o[\ notL or the \ en,'nr , ,t"tement L~r10t 

be de\ I~ted from .In\ dt. \ tan on can be l11.lde onh \\ lth [ht. J"Lnt 01 
~ll the p..t\1Ie, ,onlerned 

The procedw e of the Orgalll~atloll COI/IJlllttee at the SP 4-
The Orgalllzatlon Coml11lttee ,.In address tht. re'pon'lble Dlrel 

tor.lte ot the SP.l,. \\Ith the ..!uthonzltlon recened trom the emplo\ 
ee, the 1<!a.'lbtllt\ ,[ud\ tile proml' on notl for the 100.11 tile pll h he 
propo,alldeterred pa\ment requN) .IS \Iell as \\Ith the d Jtt ot It

pro'pectl\ e Jrtlde, Jnd tn!l!ale the \\ Ithdr .1\\.11 ot the propem of 
the ,eparated unit of the st~te-o\\ ned enterpn,e md It, trarsforma 
lion mto a compam \1 Ith the .11m of tormmg an ESOP 

In that case or 11l the ca,e of a claim for dderred pa\ ment the 
SP.l,. Dlrector:lte Loncerned 1\111 h:l\e to <;Iud\ the fea'lbllIt\ 'tud\ 
\\!th ,peclal care 

The method of <;hare or bu,mc<;<; <;hare bm out from 1n alreJd\ 
regl<:tered compam \\ III also Olcur 11l the trame\\ or\... of a <;Imllar 
procedure 

The purcha,e proposal ot the ESOP Orgalllzanon Committee 
subnurred to the SP.l,. I1lU,t comam [he definltlol1 of the propem ,hare 
the ESOP \\ Ishe, to bu\ (the name of the separated Ulllt ot the enter 
pn-e or the fale I alue of the compam share, or busme,s ,hares the\ 
\\ ant to bu\) the purchase pnce as \\ ell as the condltlons of p:1\ ment 

The Orgamzauon Committee can tum to the SPA \I!th a request 
for an Illtenm agreement \.\ hlch tor the c~se of the tom1atlOn of the 
ESOP orgamzatlon contams the \\ Illlllgness to <;ell the \\ I,hed prop 
em ,hare to the ESOP If the ESOP proposal \\ illS the tender 

The mtenm agreement mu,t lonralll the -Ize of the propem share 
the ESOP bmout Illtentlon IS drrected at the purcha,e pnce or bm 
mg rate the\ \.\ ant to bu\ at re<;pectl\ eh If the\ \\ ant to claim pm ment 
m m<;tallments 

The SP A. (or - m the decentrahzed pm allzatlon procedure - the 
con,ultmg firm commissioned b\ the SPA) as\...s It!> 0\\11 conc;ultlllg 
orgamz:mon the Propem E\J!uallon Bure:1u tor an opmlon and on 
the basiS of that n declares \.\hether the pur,hase propo,all' accept 
able 

The responsIble drrectorate of the SP -\ ma\...e, the ,tatemem but 
the dec ston on the content of the statement IS made by the \!anage 
ment \!eetmg 

The propo<;al submItted b\ the ESOP OrganIzation Commmee 
ta\...e<; part m the tender announced bv the SPA 

Then the SPA deCIdes on the legal posC;lblhty and ""hether It \\ III 
ha\ e the collateral equl\ alent to tllO percent of the \ alue of the 
propem share applIed for depo<;lled 

If the propo<;al (c;ubmmed b\ the ESOP Orgam7atton Commit 
tee) \\ illS the tender the conclUSIon of a contract ma\ ta\...e place 

At the plen:m meetlng (shareholders meetmg) of the LDmpam 
the re<;ponslble repre,ental!\ e of the SP -\ sh.111 appro\ e the tormatlon 
ot the ESOP orgJrlzatton 

Allonallces alallable to emplmees deslrolls to acqlllre 
share prop em nltlzlll the scope of ESOP 

The SP.l, form, the purch~,e PO,slblhlle<; ot ESOP or"Jl1lzatlonc; 
b\ ta\...lll.:llnto account the emplo\ee .lllo\11nle<; Lontaliled In the 
~urrent Prope'1\ Pohc\ GUldeline<; That can .Ippl\ to al1\ qU.1ntlt\ 
of propert\ but the emplol ee allo\\ J.ncl:!<' can be u,ed onll up to the 
e\tent detined III the GUldclllles 
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ESOP 

\lcinrc Lli lilc m n 1","lTIllJ[ JU,I i1h olherclllpIOlc'" lIlal ttl." 
r 111 In In ESOP InItl HlI c 

Thc.! lJUhl[(llil or propcl11 II nlHn the '~upc 01 ESOP ,holl' a 
nt 11 bcl or 1IIlIIll1l1", \\Ith Ihc pn\all/ ItlOn melhod 01 \h!l I"clllent 
Bl \ o lit but relllhc Ilt rhe dltkrellce In tht: LOntt:nh 01 tht: 1\\0 il " 
lle '11"\ rl' Jltrelci1tllr bet\lu:n them 

~'Ir It .he JeU,ll'!l-n 1\..1112 bLllh ot the SP':"l 111 't'e de IIh \\hJI 
t\ ~ e l1t pn\ ltJ/ Ilinn !TIethllll It I' JeuulIlg upon the 111 I[elill 'UbllHttlJ 
\\ nh n hOlllJ ll'm lill Ihe number 01 tht' IlllnJ;;ell1el1l ,tJlt 111,hIn", 
II' r Int~li=' ile m the ESOP JnJ rhe \17e 01 thl pIOpcrl\ ~h Irl thel 
1\ "h W IllJlliIe 

Tile ,II !ple\r 1\ II lor thl\ I' to enLio,e II Jlh the purch.he pro 
pO, II or \\ rrh the rcnJt'r JppillJlIon the elJborJtt'd proll'IOn 01 Ihe 
J11Ilk, cont1Inln", the daIlTI 10mllIlJt<.u III Item 1 t 01 ArtILie 9 of the 
ESOP -\d - the m Inner and dl\tnbuuon pnnl.lple, lor the properl\ 
,hJfe 0\1 ned bl the orgalllzauon \1 h~n II becomes 01\ ned b\ the 
p.mldpJnb 

The 10m!, 01 allo\\ance, granted to the emplovee, and to com 
pJnk', loundcJ bl them re,pec[llei) to the ESOP orgJllIzauon are 
treJteJ elJU till bl the 01\ ner orgalllzauon, and the allo\\ Jnll:, e\ 
tended In dltterent manner, are !ahen mto conslderauon togetht:r 

The e\tent 01 the allOl\ ance to be g1\ en on charge 01 the state
o\\ned prop em mu,t not e\l.eed the amount eqUilalent to 10 per 
cent 01 the eqllll\ IIldH.ated III the opelllng propem bJlance sheet 01 
the ,tJte-ol\ ned enterpme In tran,lormallon or the 1mount corre 
,p".llldmg to the toml 01 I::! month, gro<;s \\ age~ The e\tent 01 the 
allo\\ ance b determmed b\ the le"er amount of the !lvO It 10 percent 
ot the equIl\ capJlJI1mOUnb to Ie" than the lalue of the total of I:! 
momh, gro" \\ ages then - on the bNS of a JusutJed requeq - the 
Bo...rd ot Dm:ctors of the Swte Propem Agenc\ mJv raIse It [0 15 
pelc~nt 

In the La,e ot .I bm out Initiated b} a group of emplo\ ees re 
spel.[J\ eh II not all the emplolees partIcIpated III the talorable pur 
chJ~" pro;;r.lm he pos'lblt e\tent (sum) 01 the allollance h3> [0 be 
e'tJbll,hed propomonall\ tJhIllg IIl[O Jccoum the number 01 em 
pk)\e~, conL"med and the total number of the \IOrUOrLe Thl, also 
appl e to \bnagemenr BUlout 

For J!O,e II ho llid not u,e the allol\ ance It mm abo be e\tended 
at J IJter tJge 

The ajIO\\ anle CJn be extended dunng the translormauon 01 u 
qate--;)\\ red enterpn,e or the pm alIzaUOIl of economic :bSOLlalIon, 
tormed \llt1 II> partlLlpauon - IIlcludlllg COmp.1l11e, founded b\ the 
,tate-o\\ ned enterpn,e pnor to It> tran,fOrmJtlOIl or subsequent to 
It tounded;" JI~ legal succe'"or 

Tne St"t~ PropeITI .l,.genc\ decide ... on the e\ten,lon ot the al 
lo\\ance 

The ~:1lcul:1l1On of the total \alUe of allo\\ance~ extended shall 
be e11eCted on the ba~1> of the \Iorh<;heet IIltroduced b\ the Exccu 
lI\e \iJnJger, In,tnJI .. tlon \0 1/1992 ot the SP-\ The annual total 
bJ'" \1 age, of the emplo\ ee., and the \alue 01 the equIl\ proper1\ 
h.l \ C to be \ ntten on the sheet a, \\ ell a, the mar!..et \ alue of the 
normJI ,har~, IbLhlnc'S ,hare I ,nd emplO\ee ,h.lfe, otfereJ to the 
e~lph\e~ '\otrlJI,h lre, Ibu,me" ,hJ.rcl Lan be paid \\uh ... a...h and 
\\1l'1 he cOn\el>IOn 01 the pur ha.,ed plOpcrl\ \Olllher<; \\rereas 
emplo\ ee ,hJre, can be p;:lId \\ Ith ca,h .lnu \\ Ith the com erslon of 
tree propc"!\ \ ollchef' 

The ntelll of the acqltlslllOll of emplOl ee share ollllershlp 
Tr~ ESOP -\ct doe, not 1II1"'It the e\tent 01 JcquI,mon of share 

n \ rer 11p 0\ emplL'\~e, Be\ond the extent 01 aIlO\\Jllcc, delllled 

In lilt: PII'peI1\ PollL\ GUlddlnL' el1loll)\<'e, c.m alqlllre ,IJte plOp 
ert\ III tile, lIlk \\.1\ 1, e\lLlnJllIlIe,Wr, 

The terdenn" plLlcedlire h ",lJ\Lrntd bl -\nldL' 76-~() of All 
"'14 l't IY9: .I, \Iell .1' tile mle, 01 Ihe St lIe Propel1\ -\"enc \ on Ten 
denn: Prllcedllre, {on tenJenn,;!J 

-\1111<lll",h thl b\\ doe, not Illlhe Illlbh_aloJ"\ thJt tor It:nJer .In 
nOlln menh thl pOlcnlll1 loullJJIIOn 01 In ESOP or"JnllltJon h b 

tll be IllJl lteu III order to hJ\O: J 1 III PIOLCUUIL H I' ,till tJII'Jbl~ 
to rlll'Ced III thJt IIJ\ II hen 1 tenJo:r I' JnnOlInLeu b\ the SP-\ (or 
on Ih ,llIllIllI'>lllnJ 

In InllllP1tlll: tho: 1ppltCJtJt)n 01 .In ESOP org WI711 on Ih • .In 
nOUllcemem 01 .I .J)-{jJ\ tendo:r deJdltn~ IS nlco:" lrI 

Specml ntles effectn e for the appircaholl of tIle telldemzg 
procedures 

I J PUrSU111l to the rule~ of tho: SPA On Tendo:nn,;! Proledures 
the propo'JI of the emplol ees submitted \\ IIhlll the frame\\ or\.. ot 
ESOP Lan b.: accepto:d \\ llhout compeulion - dependmg on the I alue 
lInut do:tmed m the Opo:rauon Ruk, of the SP -\ - on the bJ'I~ of the 
do:chlOn 01 the \1amgemem \kellng or the Board 01 DlreLlor'> If 
there .Ire no other tenderer; \\ Ithm or out;lde the m\ltallon for ten 
der olter' or a pre\ IOU; tender \\ as clo,ed II Ithout results for lach of 
tenderers 

:; J In the CJ,e of a limited tender the Board of DIrectors of the 
SP -\ ,hall deterrrune If the Orgalllzallon Committee or the regIstered 
orgamzauon ,hould be JIll lied m addmon to other appilL anl> 

~ ) The letter ot mtentlon of the ESOP Organlzallon Commmee 
CJn :J.l 0 be con"'ldered a~ a tender apphLJIIOn If H "'a, orgamzed 
be ron: the eXPJrl 01 the tender deJdline 

Ho\\e\er e\en In the,e lase, It IS nece,,:trI to prOle the eXIst 
ence ot 0\\ n resources as \1 ell 3> the ~ubmb,lOn of a prote~~lOnalh 
II ell-Iounded and Juested feaslblllt\ stud\ II hlch III IlS Loments 
sJtI,he, the conditIons of the announced tender and cOntallls the 
protllabllm necessan for reallzallon 

4 J The sum to be deposlled as a condItion [0 participate at the 
tender equalh applies to all applicants thu, [0 the ESOP Or2'amzJ 
lion Commmee and or2'Jl1Iz:J.l1on too Thm IS not more thJll t\\O 
percent 01 the pureha~e pnee stated III the tender announcement or 
If that ha, not been stated (1.vO percent of the olfered pnee 

E \traordlnan rules contallled III the tender procedure CJn be ap 
plied onh II the tender hJd been announced and III the me:J.ntlme 
the emplo\ ees presented their ci:J.lm to tho: foundatIon of an ESOP 
orgumzJtlon Its purpose I'> to pre\em the ESOP organizatIon bem,;! 
tormed trom belllg handIcapped [0 other apphcJnt~ 

For Article 4 of the ESOP Act 

For the purpo,e of employee share 0\\ ne ,hlP acqul,luon \\ Ilhlll 
the ,cope of an ESOP the la\\ form, a legal enUl\ \\ hlLh I' ,et up on 
a \oluntar< bJ'>I~ ,md operates \\lth ,elt-go\errm", lh.! a...rer Jnu 
\\ ho ~ partlClpJnh Me recorded 'Lcorumg to the rule, 

The orgamzatlOn can onh be e,tJbll>hed tor the pUI-po,e of em 
pJO\ee 'hare o\\ner;hlp acqUls1l1on .md \\hIle It e"\l\t' It> actl\l!\ 
can onh be directed to that aim 

-\ rrummJll.Ondltlon of the foundlllon of the orgamzallon IS that 
at le:bt ... 0 percent of the emplo\ee' ot the compall\ ,holllJ c!edarp 

the toundJlIon of the ESOP orgJIlIzauon at the 10unJatlon meellm! 
Imc'T'ber, meetmgJ e,tJbhsh the Jfllde, and elect II> .:\el.uu\e and 
repre,en.JuI e bod\ 
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The 1110,t Impon Int document 01 the founded ESOP I' the JJ11 

cI~, \\ hKh nUht un mbl.:-uoll\" el'ntalD OperJllOlnl rule, ID order 
to pre\ ellt le",JI dl'pure, bter on 

FollLm ID", the declarJtll'n of th~ foundJtlon of the ESOP orgam 
ntlon [he Jd\'ptlon 01 th~ al1lcle\ and the eleclion of the e\e utl\ e 
bod\ 'ht plenJf\ me~tlng \Inll relle\ e the members of the Or:Jm 
ZJtlon Committee a\ the\ hJ\e completed their tJ," 

For Article 5 of the ESOP Act 

-\Iter the foundJliOn of the orgJDlzatlon It' regl'tr .IliOn hJS to be 
rc'1uc qed at the coun 'lDce It thus turns IDto a legal entm and mJ\ 
JcqUire T1!:!hts Jnd obhgatlons 

The minutes of the foundatIon meeting the artlc1es of the or 
pOlzatJon and the apprO\aJ statement of the compan) ha\e to be 
enLlosed \\ nh the request 

If Ie ;:;JI condlllon, are ,.It!,fied the court cannot refuse regIs 
trJriOn 

For Article 6 of the ESOP Act 

The regl,rr:llIon request IS dealt \\ Ith b\ the county (CJpllai) court 
\\ here the orgJmzanon IS 10cJted m an e\traordman non-tnal pro 
cedure 

Regardmg that the general legal supeli 1510n 0\ er the ESOP IS 
refer-ed b\ the Ad to the comvtence of the -\ltorne\ s Depart 
men! rhe re,olutlon on regl<;trallo'1 has to be fOli\ arded to the -\t 
tome\ 5 Department a, \\ ell That IS done b\ the court ma"mg the 
regl<tratlon 

So that the articles subnutted to the court should alv,a) s reflect 
the actual state am changes m the detllils must be reported \\ Itrun 
'10 da\ <; That has to be done dunng the operation of the exeCUll\ e 
bod\ ot the ESOP orgamzatlon 

For Article 7 of the ESOP Act 

Tie supreme bod\ of the ESOP orgamzatlon 1, the general 
meetmg of all the partiCipants (of ESOP) 

The definmon b\ la\\ of the basiC declslon-makmg competences 
result> In a regulauon of a guarantee character Thus no de\ Jallon IS 
allo\\ ed from refemng to the competence of the general meetmg all 
that I, listed m the la\\ 

Thus 11l the amcles of ESOP orgam:.atzolls the fO/lOlHlIg 
fil1lctlOllS /lIust be referred to the exclusne compete1lce of the 
gelleralmeetzllg 

- the e~tablishment and amending of the articles 
- the defimtton of the annual budget 
- the elecnon and recall of the executn e bod\ the establish 

ment of the remuneraUon of Its members 
- the adopnon of the annual report of the executt\e bod\ 
- the e,t:tbllshment of the ,Ize of the propert) to be rransferred 

to the 0\\ nershlp of the partiCipants 
- ueCI~lon on the appro\ al 01 the loan contract respectl\ el\ of 

condlllon<; for pa\ ment n In'lallment<; 
- ULCI'IOn ID all malter~ refer-ed b\ the article, to the e\dus1\ e 

Lompetence of the general meeung 
The general meetlDg has to be called as needed but at least 

on.C.J \eJr 

ESOP 

It h eon'ldcr"d In e\tfJOldln f\ clrcum,tance and mJ."e, II "b 
hgalOf\ to CJ.II the ",ener JI meenng If the court so dlspo,e, on the 
b hiS of In allPme\ , 1i:UOn or If one-third 01 the partlclpJnh Ie 
gUile, II 

The generalmeclm", .11 a has to be called II the am, Ie, pro\ Ide 
thJt ,,,,ht for .I ",rollp lie,s than one-third) 01 the participant, but .he 
re l,pn Jnd the purpo'e of the comOCJlIon hJS to be indicated In tho,e 
cJ.,e, as \\ ell 

In the manner deltnt.d III the amc\es the general meellng LJn 
al,o be held In the lorm of a partial general meellng 

For Article 8 of the ESOP Act 

The members of the e\ecutl\ e bod\ are elected b\ the general 
meermg tor a detennmed penod of ttme b~ secret' oting 

(This constitutes In as,urance that the operatl\ e dtrecuon ,hall 
be e\ercl'ied b) the mo~t ~u!lable persons enJo\ 109 the conhdence of 
pamLlp.lnts ) 

The e\elUll\ e bod\ represents the ESOP orgJnlzanon a!!alnst 
thtrd parties through ItS member elected b\ the general meetmg and 
named In the articles 

If the articles do not indicate othef\\ Ise rhen all members of the 
executJ\ e bod\ are entitled to executl\ e management 

-\0\ one \\ ho IS not banned from 1m 01\ ement In pubhc aftatrs 
can become a member of the execume bodY 

The execut1\ e bod\ elects Its c~alrman from among ItS members 
Smce the compam has guarantor s respon~lblllt\ the la\\ .lilo\\ s 

the compan\ to delegate one-third of the members at most 
The number of e\temal persons rna, not e\ceed half of the 

members of the e\ecuu\e bod\ 
\!embers of the e\ecume bodY are liable for therr ad1\ 11\ ac 

cordmg to the general rules of CI\ tlla\\ \\ hlch means that tor potenual 
damages to the ESOP organization the, are hable \\ Ith therr \\ hole 
property 

For Article 9 of the ESOP Act 

The articles of the ESOP orgamzauon are the most Important 
document of the org:mJzauon 

TIle Act lists the baSIC reqlllrelllellts tlrat the artlcles must 
collfalll 

TTrese are 
- the name atm and seat of the orgamzauon and the name of the 

compam the propert\ share of \\ hlch the orgamzauon \\ ants to pur 
chase 

- the mme of the represertall\ e of the organlzauon 
- the manner of the con\ocatlon of the general meenng (al,o re 

gardmg the protecuon of mmon!) nghts) quorum the \\a\ to pro 
ceed for lack of quorum the condlllons and manner of exerclsmg 
\ Olmg nghts the \ oung pfClcedure m matters \\ Ithm the e\clusl\ e 
competence of the generJI meellng 

- the number of members of the execuu\e bod\ the manner of 
theIr elecuon their competence and operauon term 

- the method and e\tent of pa\ ments b\ partiCipants 
- the method and dl<;tnbutlon pnnllpi<!> of the acqulslllon of the 

propert\ ,h1l"e b\ partiCipants 
- the repurcha,e rule, of plOpert\ share acqUIred b\ partiCipant, 

and the manner of e\ercl<;mg preempuon nghts m the ca<;e of their 
marke mg 

------------------------PRIVINFO 29 



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

ESOP 

- th, 111 mner 01 pubh,hm_ re,olutlOn, 
- the ruk~ tor jOInln_ tor other el11plo\ee, '>ub,equent to the 

lounJ Itll'n 01 the llf:JIlIZ Ilion 
- the f1:hh 'lnd obI!: ltlOn, ot p.1l1iclP In!'> 

- th, 1111 , 1,1r th, Ihcn ltlon 01 the propem ,h Ire rel11unIn;: m 
til. 0\\ ner,hlp 01 the llr;: InlllllOn ,uh,equ<!nt to tho:' eOlllplete ro:'p 1\ 

lllelH 01 the 10 In or nl the In,t'llll11enh 
- tho:' pnne Ipk> lor the dhtnhu!Jon of the propem In tho:' e\ e nt 01 

the tlnllIn iliOn 01 tho:' org.1nIL:ltlOn 
- e\ en thm,; th It p tnIClpJ.nt~ \\ I,h to re,;ul.1te b\ the mlcle' 
The re;:ulllLon gO\emm= the pnnclpb .1nd III mner ot the tran, 

ler 01 the propem ,hJfe 0\\ ned b\ th, org.1nIz.1lIon to the 0\\ nershlp 
01 pmlclp1nt, I~ ot e\treme ImportJ.nLe It IS Import,.mt ,mce on the 
bJ\l~ ot thl> the SPA c.1n decide It It I, reall) .1n emplo) ee shan: 
0\\ ner,hlp JLqul,llIon or It the Intenllon ot the purchJ,er> - In an 
undC'llr.1b1e mmner - COnLe.1!> another kmd of pn\allz,1tJon \elled 
a~ ESOP 

Tile draft dOClllllelll sllbmrtted mu,t correcth ,tate that 
- [h~ plaJlJl~d mILs fUl jOlll1Jlg dv Ilot cVlllam e\CeSSll e coml! 

WillS - e\(Ucilll" rhe at erane errellf of 01111 I esvllI ce-pmmellts 

Jlecessan EO stan all ESOP - for rhose \l1~J1/lIg EO Jail! the 01 

nWlI allVIl fvl/oll IIIg /IS fOlllld, lIVIl 

- th~ 11I1e\ JOI rhe dlsmb'IflOIl of the pmd Ill' propem share do 

Jlot gil e e\ceSS/le adlama:?e TO aile glOllp ofpal7lclpallts 

- the at liLies slwllid liar P'Ot Ide the posslbtlm fm , wllcelluared 

("{qlllslflOIl of plOp em jar vile glOllp oj empio\ees 

Ire mlck~, m.1'; also regulate \\ hether the organIZatIOn ,hould 
be mJlntJmed tollo\\mg the acqUl,mon ofpropem share (complenon 
ot repJ.\ ment) 

The la\\ onl\ mdleates the number of \ ears spent m emplO\ ment 
a~ a ba~IL condIllon for Jommg 

Ho\\ e\ er the articles ma\ abo contam other regulattons con 
cemlllg the clrcum,t:mces and adllllmstratlOn of jOllllng 

For Article 10 of the ESOP Act 

o\n unla\\ful resolullon of the general meetmg or the e'(ecUll\e 
bod\ ot the orgamzallon ma\ be conte,ted at the court b\ am of the 
pm L Ip;mts \\ Ilhm :0 dJ.\ s of therr le'U11mg It 

The opportunJt\ to contest re'iolutlon, en,ures proteclIon for 
partIL Ipant~ \\ ho remJ.m m a mmonl\ v.lthm the orgalllzation 

C onte'illn" It doe, not pre\ ent the e'(ecullon ot the resolullon 
ho\\ e\ er m a ju,lIlled case th~ court mJ.\ ,uspend Il 

For Article 11 of the ESOP Act 

General legal supen ISlon OH'r the organlzatton I~ e'(erclsed b\ 
th: ~l' me\ , D~pmment butll can e'(amme Its operallon on" trom 
the pl~l.,r or \ le\\ 01 1.1\\ fulne" 

The ~tlome\ , Department cannot m1ke an obhgaton resolu 
lion LOnlemmg the ESOP orgJ.llIzalIon It la\\fulne,s cannot other 
\\ I'': be en,ured the attome\ ma\ tile a court acllon 

For Article 12 of the ESOP Act 

On the b:hl, 01 the aLllon ot the attome\ and ot a pamLlpant t'"Ie 
LOU'- mJ\ reprdIng the pnnclple 01 gr.1dualne" - m the Interest or 
tne r·,lIlu!Jon of 1.1\\ luI oper .11I0n 

- {lIllllll rill IIl1lallJlIllfloiwlOllllf Illl 01 <111/ {IflOIl <llld ()I(it I If) 

({ II, II 1111, lilli'" 
-Ill {lId" IOlotltW, II/( I,mfllilles:. of opelallvll tIlL ((llIlt /11(/\ 

({Jill v/.., tlrt (i/( 1II1/IIt( till 

- :'1111'(ild tli, Ol'(lllll(lil oj tilt m WII Lll/(lll (/11t! "/l/ililll " HI 

p' n lIon, OIllIllIUItJIl, I 10 (01111111 II 

For Article 13 of the ESOP Act 

The l'I_JllIZallon I, iIJbk tor It, d.bh \\ Ilh Ih enllre propem 
Conle;;un" theIr 0\\ n propem partlLlp.1nh are not hJble tor rhe 

deb!> ot the orbJ.llIZ1l10n except tor the propem ,hJre purchased 
\\ Ilh a loan re~p~ltnel) m m,t.1llment, until repJ\ment I> compl~t~ 

For Article 14 of the ESOP Act 

The propem share can be purch'lsed from the State Ho1dmg 
CompJ.ll\ b,; pa\Jng up trom o\\n funds - con,utullng a 1llI1lImal 
sum - detmed m the act respectl\ eh \\ lth a ta\ orable loan recen ed 
tor the remammg part of the purchJse pnce or b\ deferred pa\ ment 
on the b'l>IS of an agreement \\ nh the State Holdmg Compam 

The ntles of llsmg compellsaholl l-ollcizers 
In the case of a sale b\ the State Holdlll= Compan\ compensa 

tlon \ oucher, should be con~ldered at tace \ alue and at the jomt In 
cre~ed \alue defined m Compensallon <\ct ~~ ot 1991 as o\\n re 
source neeeS'iJr\ for the loan or tor pa\ ment m m,tallments 

It the E-CredIlls used the purchaser ma\ pertorm the e,(tent of 
the 0\\ n-resource payment defined 10 GO\emment Decree I\o 28 of 
1991 (\!arch 21) amended by GO\emment Decree \10 59 of 1992 
(\Iarch 26) completelv \\Ith compensallon \ouchers Independenth 
from the extent marked tor compen~allon 

In the c~e of the sale of propem share, m the course of the 
transaClJons of the State Propert Agenc, - b\ pubhc or Immed ten 
ders (\\lth the e)..cepllon of publIc submiSSion of offers) - be,ldes 
cash purch~e, the POSSlblht\ of bU\mg \\Ilh compensallon \ouch 
ers ha" to be mdlcated as \\ ell In the jud::ment purchase v.llh com 
pensallon \ OUt her> b con,ldered equal to cash pa\ ment 

The competent transaCllon drre~tor.1,e ma\ Ol JSlOnal" propo~e 
to the Board ot Dlrector~ the acceptance of compensatJon \ ouchers 
m a proportIon exceedlOg that defined 10 the Compensatton Act ( I 0-
20 percent) There hJ.S to be a conc ete definmon oftho,e cJ.'ies \\ hen 
the acceptance of lOmpensatlOn \ouLher., m a proportion e\Leedmg 
the extent pro\ lded III the act ma\ be hllllted b\ the e\tent ot prop 
em acqUlsllIon b\ the per,on of the 0\\ ner'i or b\ other reason,> 

The ntles for llsmg O}1.1l resources 
The eondmon ot propem acqul,ltIL1n \\ Ithlllthe ,cope of an ESOP 

IS for the orgJ.llIzauon to po,se" 0\\ n re,our,e~ The extent 01 0\\ n 
re,ource, depend, on the a\ era,;e ot the purcha'ie pnLe per partlCI 
pant 

That means that the per capita ~hJfe of tre purch~e pnce ot the 
propert\ share purcha.~ed by the orgalllZJlIon ha, to be con,ldered 
for the defimllon ot the (obhgaton ) e'l:tent ot 0\\ n re,ource~ 

Dependmg on the \ alue ot the purchJ,e pnL~ dl\ Ided b\ the 
number of partiCipants III the ESOP the reqUIrement le\el of the 
mmmlJm ot o\\n resour::es LhJnge, 

Lp to HL F J mIllwll OUII leSOltl(e~ Illll\{ (1JI151l1 ttl' 11,0 pe/{elll 

oj tlu Pll/( Iwse plI' e 
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F')I 1,'ldlllll III fiOIllHLF l /oIOIlII//I011 01l11le.lOlllCtS 

II lilT f" HL F 100 000 + Tlft'1 111I1IT I'({\ JOI I J I'"UIII 01 ,Ill! 

,)<111 (/1>"" HL F ) 1Il1//JOI1 
F')I (II( '1lL (I"OICHLF lU,II"lIl/l (J111l1(lOI/lUSIlIIIlTh, HLF 
\ nU(J!) "'~'I'''(£IlTOtll/(11I11117/'OI1 HLFIO'llll/lIJ11 
Th~ ~ \t~m ot 01111 re ~OUre~ p II ment mal al\o ~\Le~d the I~"al 

mInimum 
TI'~ 0\\ n r~'ourl~ pJI m~nt llbl!hJtIOn 1\ the 'Jll1~ tor the pur, ha,e 

lot h..r~, anJ bu'me" \hare~ 1111.." 
Oil n r~,ource P;l\ ment ha, to be etfected not II1dlllduJlil (,epa 

r.llcil bl e.leh of the pJnlclPanh) b\ tne ESOP or~aOlzallon HOIl 
~ I er hat Jo~, not ruk out t'"le pO''ilbllltl for pJrtILIP,lnh to pal J 

,um corre'pondll1g to OIl n re,ources one bl one re'pe,tll e1l for 
p1rtl'lpant'i to make mdllldual pal ment, and It doe, not rule out 
either that ellher a nJtural or a legal entlll mal prm Ide financIal 
a"I,tance 

Propem share~ purchJ!>ed bl u,mg 01\ n resources are nO! en 
cU1~Dered bl a restramt on alIenatIon nor bl the preemption or re 
purchase fight of the orgamzatlon The 0\\ ner treell dl'ipo~es of 
propert, ,hJre purchJsed In that I>ay 

The rules of share prop ern acqll!sltlOll b\ llSlllg a loall or 
pmmellt III Zllstallmellts 

In order to complete II!> 0\\ n tmanual r,,~ources the ESOP or 
gaOlZatlOn mal take a loan from a hnJnctal mStitullon 
~ From the pomt of I lell of the purchase of the propem share 
Oil ned bl the StJte Holdmg Compam for the ESOP the source of 
pal 109 the purcha~e pnce 1> fIN of all pm atIzatlon loan or pal ment 
10 m'tallments correspondtng to the condltlon<; ot ,he E-Credlt and 
to the deferred pa~ment allollances 

Rules concemtng E-Credlb taken up for ~uch purposes are con 
tamed b} the procedure Signed bl the Hunganan Banklng A~o;ocla 
non the "anonal Bank of Hun:arJ the "anonal Bureau for the De 
I elopment of Small Bu~me~ses the MmlslI} of FInance and bl the 
Stute Propem Agencv 

For the purchase of propem share financed b\ a loan or b\ usmg 
the deterred pm ment faclh\} the term must not e\~eed 10 \ ears out 
ot II hl~h t\IO \ ears constitutes ,he penoct of grace 

That meJ.n~ that dunng the first [\\0 I ears It IS pOSSIble to poo;tpone 
the repal ment of the pnnclpal but the mtere,ts of the loan mu,t be 
paId '>1 en then 

The or~amzanon may not ahenate the property share acquIred 
b\ u,mg a loan or a deterred pal ment faclhty - e\cept for tran,terence 
to particIpants 

In the C3.~e of pal ment In lIl~tallments the State HoldIng Compan) 
or the credltlng finanCIal m,mutlon I~ enmled to legal mortgage nght 
0\ er the acquIred propert\ share unlll repa) ment IS completed 

That mort!!a!!e n!!ht IS onmnallv mort!!a2e n!!ht !!uaranteem!! the 
banI-. loan the~ apphc~atIon of ~I hlLh IS e'(~nded hI Paragraph (i) of 
Artll.le 20 of the -\ct al~o to the propem share sold bl the State 
Holdmg Compam 

Profit, (dllldend'i) fallIng on the properl\ share purcha'ed b\ 
uo;lIlg a loan or pal ment In In,talhnents mu,t be u'ied for repa\ mg 
the remaInmg debt 

For ArtIcle 1 5 of the ESOP Act 

The condlUon~ of the 101n ,cherne <lnd de 'erred pJI ment .1110\\ 
ance tor ~hJre propert\ acqul,lt1on \llthIn the ,cope of ESOP are 
cont:llned In Go\emment Decree '0 28 of 1991 (Feb 21) amended 

ESOP 

>,\ GO\ emmem Deer~e '0 C) ot 19<)2 1\ IJr 26) III 'he [1_nl-. of 
" ue nrle '0 2 Q[ 1992 pubh hed h\ the 'allollli BJnk O[ Mun_an 
(F n Ind:tl GJldte '0 ., I .h \\ dl .1' In the ESOP ';C! 

Th~ E-CrcJIl and the deter ed pal mel\! eheme In he u,.>J 
tor tm mLln: .In ESOP It [he rec"l\ er of the 101n qll,tIl' eqUlre 
ment> tOllllulJ'ed III the rule conLermn= th~ E-Crldlt re pedll eh 
m the ESOP ..... ct 

The~e are the requuement ot 0\1 n re~OUree' -to the e\tl nt ,,_ted 
:tbQI e - and the detInltlon ot the term (accordIng to II h11 ha, b en 
'i(.ued In ..... mde [-I) 

It thele I, an Intertlon to pur,hJ<.e 011 cr~dIl the Or"JnI/_tlllO 
Committee h b to endo~e the promh,Orl note ot [he bJnk hram n; 
the E-Credlt The composlt1on of the documentatIon neces~JrI for 
credit e\amm.ltlon dltfer, aCLordIng to \\ hether propem JcqulsIllon 
I, the re~ult ot o;elf-pn\allz:ttlon spontaneous pn\atlzatlon Inltlolted 
bl the enterpn~e Itself or of ml eSlOr-Inltlated pnl ali7allon 

..... n E-CredIl can be granted for the ,ale of state-o\\ ned propem 
share~ up to the e\tem 10 1\ hlch th~ cOnqderallOn - on the bN, of 
the 'tatement of the State HoldIng Compolll\ or It!> LommlS,loner -
"erl e~ the repa\ ment of state debt 

For CO\ enng pm atlzatlon co~t< amIng dunng the 'ale ot the 
propem ~hare announced pnor to he ,ale - othef\\ Ise oblIgations 
charged on the purcha,er - neIther E-Credlt nor deterred pal l'1em 
allo\\ ance can be u~ed 

Pursuant to the ESOP 4.ct the Orgamzatlon Committee c:tn abo 
make an otfer to the SP -\ for pa\ ment In mstallments the Interest 
wndmon, ot 1\ hlch correspond to those of the E-Credlt \\ Ith the 
e\cepnon ot the mterest margm 

For ArtIcle 16 of the ESOP Act 

Belond II hat has been defIned In the Act ( ..... rucles 1-1 and 19) 
the ESOP orgamzatlon cannot pertorm economIc aCtlllues thus It 
doe, not f111 1\ Ithm the effect of the ';ct on Corporate T 3.\ ( .... ct I) of 
[ 99 I Paragraph ( 'I .... l1Icle-:)) 

From the POInt of I le\\ ot reportIng and book-keepIng account 
1I1g rules for other organIzations should be applIed 

GOIemment Decree [)7 of 1992 (Dec -I) regulatmg paDlcu 
lantles of the preparation of annual reports and of book-keepmg ob 
IIgatJon~ ot housmg cooperatl\ e, hou<;es 0\1 ned b\ tenant, ,oclal 
orgamzatlons and mstltutlon~ founded b\ them foundatIons la\\ I ers 
orfices \\ater as~oClatlons and orgaruzatlons formed \\Jthm the <;cope 
of the ESOP 1\ as publIshed m Hunganan Gazette \'0 122 of [992 

In adoJUon to the sum tran,ferred from the COlnpan\ the reI 
enue~ of the organIzation ma\ come from pa\ ments b\ panlClp:lnts 
and bl other (natural and legal) entIties as \\ell as from the dl\ Idend 
(I I::!ld I due on the propeltJ share 0\\ ned b) the organIzation moreOl er 
from mcome resulting from the Jhenauon of the propem share 

Onh e\penses dlrectlv related and nece,sJrl to the achle\ ement 
ot the 11ms of the orgamzatIon mal be olccoumed tor 3., operatIon 
co,b of the orgamzatlon 

For ArtIcle 17 of the ESOP Act 

The orgamzatJon e\erLI,e~ Its membef\hlp fight, afl~m: from 
the ollner,llIp ot the propert\ ,hare throu"h It~ reple,ent;)tl\e ae 
Lordmg to the ~rtJcles HOlle\ er other partlLlpJnt' ma\ al,o be 
emru ted II nh the e\er,ISe of \ oung rIght\ - In the manner ,upu 
Iolted m the anKles 
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ESOP 

For Article 18 of the ESOP Act 

T ~ ~\~,Utl\ ~ bod\ hJ' to op~n a ~h1[, ac~ount tor th~ partn.1 
p lilt \\ h~re the \ alue ~orre,p.:mdm_ to the fJ~e \ Jlue ot tlk prop 
e["'\ "lf~~ [0 be trJn~krred [0 the o\\nmhlp of p,lftl~IPJnb h.l' [0 

b: tn ... ,lt~J Thl, techm,oll ,olutlon en~ure' the \alue-rc~old ,orre 
,p<,r'; r _ [0 th~ t'll~ \ Jlue 01 the propem ~h.!fe, I ~r.ldu.lII\) tran, 
telTeJ 0 th~ 0\\ n~r,hlp ot paI1ll.lp mts 

T1~ ,h.!f~ JC,ount tunclIon, In ~ulh a \\a\ thJt para lid to 10JIl 
r~Pol\ 'n~n! or to P1\ m~nt m m'tallm~nt' lertam ,um,.!fe tran,krred 
W the ,h.m~ a~~ount; ot the emplo\ees 

S1.!fe account IS a umform name and It has to be applied e\en If 
the or "JIllzatlon bU\, a busme,s share 

P ..nl, IpJntS beLOme owners m ,uch a proportlon m '" hlch the\ 
\\ JIlted to paI1ll.lpate or m the proportion m \\ hlch the artlc\t!s make 
n pO',lble tor them concemmg the acqUl<;mon of propert) The em 
plL)\ ment tem1 spent m the ESOP I, a partlcul.!f dlfferentloltmg lac 
tor 

The share, (or bu,mes, share) I, transferred to the o\\nershlp of 
panlclpants If the sum on the ~hare account reaches the face value of 
the ,hJre r~,pectl\eh m the case of a bu,mess share It correspond> 
to the rrurumal \ alue of the basIL deposit talhng on the busmess share 
(tholt b Hl'F 100000) {Paragraph (I) of Arude 1'i9 of Act 6 ot 
198::. } 

S<"'-<.alled traction sums not reach10g that amount do not mean 
an oC'hg:lt1on of the ESOP orgamz:mon w\\ ard, partIcIpants The 
prcFe""'"\ share bdund that IS the propem of the ESOP organlzauon 

C 0n,equenth sums tran,lerred to the share account on the baSIS 
ot tr~ JrtH.les re,pecu\eh the Act must be In harmonv "'nh the lace 
\ alt.~ ba,e depOSll) That also meJns that If the articles connect the 
sum tran,terable to the ,hare account to the sum ot loan repa\ment 
Ipa\ men! 10 Installments} or to that of payments b\ partiCipants then 
m 0 cer to be able to comp" wIth Paragraph C} of Anlele IS thl> 
ha, to be ,ettled at the le\el corre,pondlng to the face \alue (e g b\ 
a coreclIon proportionate to fale \ alue'conslderatlon) 

T'1e sum on the share account, of participants must not exceed 
the alue corre,pondmg to the tace \ :i.lue of the propert\ ,hare al 
reau\ repaid lin the case of a busme:ss share the \ alue ot the base 
dep<',1l alread\ repaId) 

-r'1e trac .on sum ge:nerated dunng the apphcatlon of \\hat h,b 
be:::'1 ,tated m Paragraph (6) of A.rtlcle IS ha, to be recorded on the 
~ra. ~ account ,eparateh from sums amlmg to the share account 
durrg repa\ment 

11ls prol 1~lon of the Act ensures the: transfer of propem pro 
por onate to repa~ment 

Tnu, mtere~t repa\ ment ha> to be deducted from the sum pen 
odl~Jlh repaId bv the: organization and the remammg part can be 
trJr erred to the share account> In the ~ame proportion as the face 
\ aL~ of the propem share stood to Its tummer \alue at the time of 
th~ :urcha>e 

T'le ger'erai meeting ha~ to deCide on the actual sum to be tran, 
t~-ej to respectJ\ e ,h.lr~ aLcounh trom the ,urn accountable to the 
, e.:! t ot pan,lpanrs on the b.l<;I, of pnnclples detmed m the artl 
c'e 

T'le orgamzanon I, oblIged to lran,fer to the 0\\ nershlp of par 
tl' CJnb procer\ ,hare, pur,h.l>Ld bl u,mg 0\\ n resources II. Ithout 
Ce _ \ propomonate to mdl\ IduJI p'\\ men£> It thiS cannot be per 
tc~~d In tull tthe: totoll paid up I> nnt enough for the bu\oUl ot a 
,r-~Iete propert\ share) then the orga0l7auon has to record the 
e< - Jeraunn ot the propem ~h ua remamlng m It> o\\nerShlp on the 
r _ ~ Je ~ount 10 the ,amc: propllr'lon 

Dependm" on 1\ hether thc: organll Jtlon prol Ide, the 0\\ n re 
~ourLe, out ot pa\ men!> b\ the emplO\ <e, or Ollt 01 Jnother >Dur,e 
the de,un\ ot the propem ,hJre ILqulred II Ith 0\\ n r60UTLes I, 
tormld III a dlttc:r~nt II. J\ 

It 0\\ n re,ource, are pJld bl the empkll ee, them'eh e~ then 
propem ,hJre, pUTlha,ed II. Ith that morel h 1\ e to be tran,lerred to 
their 0\\ ner,hlp IInmedllteh proPOt1loOlte W IOd}\ ,cluJI P II ment, 

\\ hen thl' mle l, Ipphed dl,mbullon proportion, 1[C: dc:ltned b) 
mdn Idual pa\ ments 

The acwoll ,urn de:pend, on the 'Ize 01 the propet1\ sh.lfe pur 
chJ,ed b\ u'lng own re,ource, thl' I> contamed b\ the tormula 
con,lderauon 01 the propem share mmu, the Io.m u,ed (respecll\ eh 
the: sum 01 the pavment In 1Ostallments) 

The con,lderatlon of the proper!) ,h..re has to be con'lder~d "hen 
the propem ,hare purcha,ed b\ U,tng OIl n resource, I, !!I\ en mto 
OIl nershlp If the face \ alue {ba>e depos1tl of the propem shares does 
not tulh ensure ownership transler then the remammg sum ha> to 
be tran,lerred to the share account (The,e sum, can be recorded 011 

the ~hare account by a correction tn the proportion lice \ alue/con 
,Ide ration ) 

If 0\1 n re,ources were paId not bl partlClpant~ then the corre 
spondm" mle of the articles has to be apphed for the 0\\ nershlp 
tran,ler of the propeny shares bought II. Ith 0\\ n re,ources consu 
ruted from torelgn re~ources 

For Article 19 of the ESOP Act 

Propem shares 0\\ ned bl the orgamzanon or the partiCipants 
(except tor propert) shares purchased b\ usmg 0'" n resources) cannot 
be alienated un!ll the complete Tepa\ ment ot the loan respecU\eh 
of the mstallments 

The crediting financlal mstttuUon respectl\ eh - 10 the case of 
P;l\ ment 10 mstallments - the State Hold1Og Compan\ IS entttled to 
the nght of pledge (as the Holdmg Compan\ ha> no other propem 
tholt ,enes as collateral 10 the ~ase at non-palment) 

The~e propem shares continue to oe m.lOaged bl the orgamza 
uon but that does not aflect shareholder (membersrup) n:hls ansmg 
from the legal relatIOn at asSOCIatiOn or membershIp 

The applzcatzoll of the restramt of alienatIOn 
l nul full repJ.\ ment of the loan or lO,tallments the re,tr:i1nt of 

alIenatiOn IS eftectl\e as a general rule from "hlch the la\\ allol\s 
for de\lauon m onh t\\O cases 

I ) It a participant reure, or dIeS durng the repal ment penod 
the re~tramt of alIenation ceases for propem share, alread\ tran, 
fered to hiS 0'" nershlp and the orgamzatlon IS enutled to preemption 
nght~ That means that If the retlnng partiCipant or the tnhentors of 
the deceased Wish to sell propert\ shares 0\\ ned b\ them then thel 
must first offer It to the orgamzatlon 

2 ) If the panlclpant reI 10n'Plp ot an emplolee ceases dunng 
tpe repayment ternl for an, '1~r rea.,on preemption ngfJI I' gener 
ated tor the organizatIon T'le orgamzauon .hall repurch.l>e propem 
shares tran~teITed to the 0\\ 'lers'up ot tre panlclpant \\ Ithtn a penod 
ot time (~I'I. months at mo,!) detmed tn th~ artiCle, 

The appllcatlOll of preemptlOll nglrt 
The orgaOlzatlon ,h:111 e'l.efll,e II> pre~mptIon nght on the \alue 

defined m the article, \\ hlch mu,t not be les, than halt of the tumo
lef\alue 

The purchase pnce doe> nOI ha\ e to be patd b\ the orgamzatIon 
ImrredlJteh and 10 one ,1lITI It an ellplo\ ee unla\\lulh termtn~tes 
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hh elllph" Ill~nt or hI' emplo\ ment I' termIn1ted b\ an ~\traOrdI 
nan notk ~ b\ the emplo\ er then It ~an pelfonn pa\ ment \\ nhm t1\ e 
\ e tr< Jt 010'( or In other ~.l.'es \\ nhIn t\\ 0 \ ears .lho In In,lallment, 

If tile orgal1l anoll does Ilot lalzdate Its repurchase I1ght the 
acqltlred prop em silares ~hall cOllflllue to be mal/aged bl the ESOP 
el CII thcll and the re,tr Int on mOl1gage .lnd Jlienatlon ,hJll be el 
fectl e throu:hnut Ihe repa\ Ilknt term 

ThI' h ne,e" tr\ ,0 that the 01 !!antZatlOn call undeI1ake It, re 
pun.ha,~ obli=atIon In ,u,h a \\.l) that It I, able to perfom1It ac~ord 
111= to IrS tInJn\.l.ll ,ltU.ltIOn Dunng the repa\ ment teml ns pnmm 
IJ,k l' to tulfill ItS oblig.ltIons to\\ ard<; Its \.reallors be.au<e partlcI 
pJnt, cJn onh aLqUlre ov.nershlp In thaI \\a\ 

For Article 20 of the ESOP Act 

If the orgamzauon negleds Its pa\ ment obltgallon then the 
creditor or the State Holdmg Compam can try to reco\er ItS 

c1..llm~ on the ba't~ of the CouncIl of \lml~ters DeLree ,9 of 198.1-
(Oct "'I} 

Sm\.e thIS constItute, an exceptIon from general procedure rules 
a ~OUI1 procedure IS not necessan The credItor banI-. or the ces 
SIOna[\ Sate Holdmg Compam can ItSelf e;ell the propem en 
cumbered b\ mortgage nght accordmg to the rules of court e\ 
e~utton 

For the purpo<e ot usmg thIS POSSlbllit) so that the State 
Holdmg Compam can reco\ er the \\ hole of the eXI~tmg debt It 
must prellOlIsl~ stIpulate (m the contract) the nght to \\ tthdra\\ the 
deterred pa\ ment allo\\ ance 

If the m~ome from sellIng the property share, does not suffice 
for the repa\ ment of the debt then the orgamzatIon has to be can 
celled m order to mamtam the securm of the economy 

In the ca,e ot an unsuccessful exeCUlIon the bank or the Stare 
Holdm: Com pam IS oblIged to nottf) the court \\ IthOUl dela, and 
slmultaneoush \\ nh mforrrung the Attornev S Department the court 
shall terrnmate the organtZatlOn \\ nh ImmedIate effect 

\ppeals can be lodged agamst the ternlmallon resolutIon IN tthm 
h dal~ 

-\ fUI1her consequence of the faIlure ofreco\ef) IS that If there 
are no other Lollaterals the credltmg financIal mStltutlon or the State 
Holdmg Compan\ shall be able to u,e ItS nght to I ahdate ItS claIms 
agamst the compan\ a~ guarantor 

For Article 21 of the ESOP Act 

If n IS not the State Holdmg Compall\ v. hlch sells the property 
share to the organIzation then dellallon IS pOSSIble from the prO\ I 
~Ions of Paragraphs (.1-H6) of <\rtlcle 1.1- of the act 

The requIrement for certlflmg oINn ree;ources does not ha\e to 
be applted the Interested parties mal freelv agree on the sellmg 
COndItIOnS of the loan and of the pal ment m lllstallments 

For Article 22 of the ESOP Act 

If on the b1<;t; of the pro\ ISlOns of another act another or 
gantZatlon IS entitled to a deterrnmed part of the pnl atlzatton m 
come of the State Holdmg Compa1l\ (for e\ample In the case of 
the pn\ auzalIon of enterpfl'>e~ founded b\ 101. 11 gO\ ernl1lent~) then 
a pa\ ment m In~ta!1ments can be e\tended for that e;um under the 
<arne condItIone; a, tho,e of the falorable credIt <cherne re~ulated 
In the ESOP \Lt 

ESOP 

For Article 23 of the ESOP Act 

It the Slate HoldIng Compam sells prop.l1\ ,hare, to Ihe ESOP 
or: mlZ Ilion thLn Paragraph (11 of Antde 21 of -\ct I ot I %9 (on 
the: tran<.form mon ot economIC or;:JntL.lllOn~ ant.! econ.llTIlc a"o 
CI:ttIOn,) t.!oe~ not hal e to be: applIed 

Th", ne\\ pm alIzatIon aLt, do not pro\ Id\. for the re:lran,fe:r of 
the ,hare amounttng to 20 percent of the consld~rJtIon of ,olt.! prop 
em ,hare~ and membershIp n=ht, to the 101llPJll\ 

For Article 24 of the ESOP Act 

The ESOP organtzatIon ,hall be terrrunated If It has tran,ferred 
propem ~hares 01\ ned b\ It and fulhlled ItS tasl-. and ItS SU('l 1\ al IS 

not Ju,ulled 
The orgamzatlon also has to be terrnmated If the LOmpan\ IS ter 

mmated \\ !thout a legal <;ucce,sor because It b unJb1e to operate 
\\ Ithout financIal re,ources 

The procedure tor that I, that the e\ecutlle bod\ I~ obltged to 
con\ oke the general meetIng v. Ithm JO da\ s The latter de Idee; on 
th.;: termmalIon of the organtzatton and on the dIstributIOn of ItS 
propertY 

It IS also pOSSIble to termmate the organtzatIon e\ en before the 
repa\ ment IS complete (ESOP Act \.l1lcle 20) In the La,e of ter 
mmatIon becaue;e ot msohencv the appro\al of the credItor" fi 
nanclal In,t1tutlon respectl\ ely of the State Holdlllg Compam I, 
mdl'pensable 

For Article 25 of the ESOP Act 

The acttoo}.. effect on July 1.1- 1992 

For Article 26 of the ESOP Act 

The legIslator asSIStS the reahzallon of share propert\ acqUIsition 
v.lthm the framev.orl-. of an ESOP \\lIh tax allo\\ances Thus It has 
amended the acts on the personal mcome tax of pn\ ate mdlllduais 
and on the corporate tax 

1 ) From the pomt ot \ leIN of personalm~ome tax shares (busl 
ne~s share) acqUIred m an ESOP shall be conSIdered free secunnes 
belond the ov.n share patd up b\ the partICIpant all ae; long as the 
pn\ ate mdll Idual does not ahenate It 

:! ) ..\ pm ate md1\ Idual partlclpatmg In an ESOP can use m\ est 
ment allov.ances from hIS after-tax mcome after pa\ment for the 
current \ear (accordmg to general rules) but the amount n1.lj not 
exceed -0 percent of the totalmcome 

~ ) From the pamt of \ lev, of corporate tax a compam IS enn 
tied to tax-base allo\\ ance v. here state--o\\ ned propert) - In a \\ Ider 
sen~e - IS pm atIzed \\Itlun the frame\\ ork of ESOP usmg eIther a 
loan or deferred pal ment 

-\ccordmgh the ta'{-ba~e allo\\ ance shall be e\tended to the ca,e 
\\ hen the ,tate-o\\ ned enterpnse or a \\ holh or partlallv ,tate--o\\ ned 
compum ,ells liS propert\ share acquIred III another compam and It 
IS acquIred bl the ESOP founded b\ the emplO\ee\ 

'\ameh ,urns tran~ferred to the ESOP orgamzatIon In the cur 
rellt \ ear - for the ,ole purpo<;e of helpmg It achle\ e It, ba~Ic aIm -
can be deducted from the ta\-base of the compam 

::0 percent IS the 11Imt (') and tho,e concerned are al~o enutled 
to tht<; allo\\ ance 10 the ca~e of a deferred pal men! ,cherne 
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Last June, the Hunganan Parlla 
ment approved legislation on the Em
ployee Share OwnershIp Program 
(ESOP), whIch enables employees to 
buy rnto their company wIth the help 
of preferentIal loans Under the rules 
an ESOP can be launched If at least 25 
per cent of the employees support It, 
whIle an organrzatlon to manage the 
ESOP can be met up with the consent 
of the shareholders of the company, 
which Will act as a guarantor of the 
management organrzatlon' 5 hablhtles 

The ESOP management organiza
tion IS considered estabhshed If at 
least 40 per cent of the employees lorn 
the ESOP 

In order to secure preferentral 
loans, the amount the employees 
themselves must contribute depends 
on how large a stake they wish to 
purchase For up to HUF 5 mrlhon 
worth of shares, they have to produce 
two percent of the prICe wh,le, above 
that sum, they are required to con
tribute 15-20 percent from therr own 
pockets 

In the pa.,t fe\\ months IntereslIngh the 
number ot ESOP bU\ outs has Increa,ed \\ Ith 
remarkable ,peed E\en lor firms ofrelatl\ely 
hl£h \ alue the Stute Prope'1\ o\genc\ ga\ e 
pnon!\ 10 ,he ESOP propOSJJ 0\ er ca,h-pa\ 
mg applicant- That IS presumabh e\plaIned 
b\ the tact that - mJmh for fIrm, Incorporat 
mg mtellectual capllal - conpan\ sun 1\ al 
'eem, more cenaIn than If Il \\ ent to the hands 
ot IOrel2n 0\\ ners 

Tlu~ IS especlalh true of foreIgn trade en 
terpn'cs knO\\ n a, Impe\e<; \\ here the ESOP 
aC,lOn u,ualh goe, hand In hand \\ nh man 
at!ement bu\ OUI The,e commerclJI hou,e, are 
e~tlemeh ll'1pOnant for the Hunganan 
e 010m\ SInce a 'Irengthenm~ econon1\ \\ III 
ne~d e\penen ed foreIgn trade \\ Ilh a thorough 
knO\\ led~e of the markets carn mg out mar 
keun_ on one hand and fUl1llshmg market re 
sear.h mfOmla110n on the other But the SHU 
anon I' roughh the 'arne for ,maller tradIng 
finn, and compame, \\ Ilh a stable busme,s 
mJna£e lent \\ n .. h do nOI need a ,ub,tannal 
c~pltal Inject or In ()rde [() lk\elop 

ESOP Ltd 

The E50P \\ l' pa"ed ~, an act h\ Par 
halllentlll June 199_ but rdarl\ eh fc\\ people 
u,ed the OPP\.,MUnIl\ m ,he mllial month, The 
Ia ~ 0' nt~re\t \\ a, perhJp' e\plamed b\ the 
f ct that fe\1 con,ult ng firm, d~Jl II nh thIS 

VOJ-V He ;J.. 

kmd of pm auza 1(1"' ESOP Ltd I' a rare e\ 
ceplion In thl' i1eld Tne ,mall limned lOrn 

pan\ hJ' e\D1 e"h poclahzea a a con,ult 
m_ liml e\cJu'll eh 11 ESOP tran'Iomlalions 
H~,\e\er Ill, nOI ea,\ 10 dhco\er ESOP Ltd 
for tho,e \\ ho \\],h to take pan tn the aClion 
Th~ hmned compan\ IS not IOduded In the h-r 
ot otficlal consulung tlnns ot the State Prop 
em -\genc\ o\ccorlolO" 10 E \~d,lI I ~ \lana"er 
\[ll'.lO~ Leng\ el me consulun: +Inn~ of the 
SP -\ Me comnuneo to .he Pmpem -\genc\ 10 

some degree \\ he eJ' ESOP Ltd II Jnt, to 
pre'~'"\ e Its complete tndepenae1 .. e 

Arcnypok Co. 

-\r ~m pol.. Co II as amon" the iire;[ to be 
created \lllhm the <,op~ ot an ESOP bu\ out 
The hnuted .. onpan\ pro\ tded e01suillng for 
the ESOP orgamzauon The mah.mg of that 
deal IS I lell ed as a con,lderabJe aeluel emenL 
espe,wlh smee It \\ as feared th:1I the remain 
102 chain of ; .... aO\ po1. could f(l11(1\\ the rest 
H~" e\ er accordmg to tmanclal .. alculallons 
It \\ as ad\ Isaole to keep ,ogethe, the I ~ ,hops 
Man\ pok had lett after spontaneous pm ali 
zauon together \\ nh .he compan\ headquar 
ter' and 1\ hOle,ale an.:! foreign trace acm il\ 
as the compan\ had lost much blood b\ sell 
mg liS best shop, In September 1992 the ne\\ 
- or renewed - 10tn,- toek compam held ItS 
firsl !!eneral meeune \ here II turned out that 
10 addllion 10 e\pe~ .ng profit Trom II> Hun 
ganan bu,mess the compan\ also \\ anted to 
deal II Ith foreIgn trade 10 the field belongmg 
to lr~ profile 

Herend 

ESOP Ltd 'mo" e\Clllng a.',lgnment ha, 
been the pn\allzatlcn of Herend Herend IS a 
facton 10 a umque 'tuatlon rhu, there lIa~ 
.In unambl !!UOlh dete'111lOaUOn thaI the plant 
\\ hlch repre,enr- \ .lluaole lladillons must be 
kept m nallon:!l 0\\ ner,hlp But 'mce It mar 
kets e\c!u,ne produ,f, the plant I, partlcu 
larh \ ulneraDie to ,hange, In the market It 
\1 a, Imp(lJl1nt that 1"\ m_ to ache\ e a, much 
profjt a, POS'I \11 0 'hC'Jlc not req.lt m placmg 
on the market 1110re £(lod, thar ar~ Ill'ufied 

F(lr decad~ He eld ha' heen LhC'o'\ \I nh 
cu,tom~r' and prodlldl011 re,lr;;Lned b\ stem 

ESOP 

~elf-re'lnclton II hencler thel deCide dem,md 
I' not \\orth\ ()t the r,putJl1(1n of the hl_h
qualm chlOJ The ESOP sch~me of Her::nd 
has been read\ for a I eM and busme\s plans 
and the feaslblhtl ,tudl rellect the bU~lne" 
pohn of the faclOn Onl) Its realizatIOn IS 
deJa\ed because the factor. IS transferred 
from the SP!>" to the State HoldlOg Corrpam 
I\[onths mal be spent b) proce;<;lOg the 
do~umentalton 

The ESOP also ha~ a dl~ad\ antage a f;m 
amount of mk for sub~equent buslOes, man 
a!!ement It ma\ OLcur that under the prete\t 
of ESOP m realm Ihe compJO\ IS bought b\ 
a smJll Llrcle \\ Ilh other, lend102 onl\ their 
name, to the tran ,aCllon The la\\ alloll' for 
the anlcle, ,0 detenrune the re--<lislnbuliOn of 
the proper1\ B Ul on the other hand the ,el of 
condlllons of the anlcles has to be elaborated 
professlOnalh and Impanlalh EthIcal pro 
portIon, are I er. Imponant 10 tills case That 
IS \\ hI the artIcles hal e to define the ma.Xlmum 
size of the propem one per,on mal acqUire 
For Herend for e\ample that proponlOn IS 
belo\\ til 0 percent 

OREX 

The best IJlustrallon of the dn erSil\ of 
ESOP pm altzallon has been supplied ,0 far 
b\ the mned doubles of Ora es B.szer 
l\.eresked6haz (Clock and Je\\ els Tradmg 
Hou,e I and OKHB ("allonal CommerCial and 
Credit Bank Co ) The SP!>" announced a pub 
hc tender for the OREX ,hops and the ESOP 
or~amzallon and the bank submmed a JOInt 
application The solulion has It" ad\ antage, for 
both panles ORE'\ offered ItS staff of effil 
nent profe,slonJls and bU~Iness kno\\-ho\\ 
II hereas the bank supplied the mone\ neces 
,an for the Increase of the share capllal i\c 
cordmg to ESOP Ltd thiS ca,e ma\ ~et a good 
e\ample In the ,ene, of ESOP aCllon, ESOP 
can be a good pm allzallon tool e,peclalh tn 

tho,e ca,e~ II here sub ,I dIane" \\ I,h to \epa 
rate from the mother compam or \\ here thl' 
IS the onh PO~\lblht\ for becommg mde 
pendent Such are the a"plrallon, of the paper 
plant of PI \zke or of the chee,e fJL lorl of 
Revelak \I hlch Me currenth prepann: torthe 
elaborauon of the ESOP concopt 

Zsuzsa Ban 
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The HungaTian ParHament approved legislation on the Employee Stock Ownership Plan (ESOP) In June 1992 
Under the Iowan ESOP can be launched If at least 25 per cent of the employees are In favour The ESOP management 

organization will be considered estaMlshed when at least 40 per cent of the employees are part of the ESOP In order to 
secure preferential loans, ESOP members themselves must contTibute 2 pc 01 the purchase pTice lor up to HUF 5m worth 
01 shares and 15-20pc above that sum 

The frrst phase of the decentralrzed privatization process, whICh started In October 1991, Involved 437 companies 
with assets worth 22 billron lorlnts The second Involves 278 compames with assets of about HUF 70bn In the frrst 
phase, companies with assets under HUF 300m and less than 300 employees were being pTivatlzed wIth the Old of more 
than 80 consultmg companIes Larger companIes, wIth assets of between HUF 800m and HUF 900m, were brought mto 
the second phase of the programme 

The SPA planned to end decentrallsed pflvatlsatlon In December 1993 wIth companies that have stili remained unsold 
to be pflvatlsed through other schemes Of the 749 companIes whICh could have been arawn Into the programme, 534 
were finally selected by the end of last year 292 01 these have been fully or partIally pTlVatlsea, provIding nominal 
Income of HUF 18 897bn to the SPA 170 pTlVatlsatlon tenders are currently underway, with tenders for an aaaltlonal30 
companIes were to be invited before December 31, 1993 In order lor the pTlVatlsatlons to be camed out before the 
contracts between the SPA and the adviser companIes explfe 

cent 10 commerce and 19 percent In the 
bUIldmg Industrv but the\ Include 
booh. publbhers and other compantes 
otfenng matenal and mtellectual ser 
vices 

ESOP sale~ became more frequent 
I In 1993 due to the fact that the first 

It was two years ago that the 
HungarIan government submitted to 
Parliament Its draft law on ESOP, 
the Employee Share Ownership I 

Programme enacted on Juh 14, I 

1992 Smce than, ESOP has gamed 
an mcreasmglv Important role 
among the set of tools of prnatl 
zatlOn apphed by state property 
managmg orgamzatIons Implement- I 

mg privatIzatIon pohcy, prlmardv, 
the State Property Agencv The re 
port below summarizes thiS process I 

L P to September 30 199, the 
State Propeny Agenc .. had concluded 
purchase and sale contracts with ESOP 
orgamzatlons m a total of 64 campa 
nte~ (29 lImited and 35 shareholders) 
makmg up 13 3 percent of the -1-88 par
t1al1\ or fullv prIvatized compante~ 
Thlrt\ "IX percent ot the ESOP orga 
ntZ'ltlons are actl\ e In Industry 26 per 

pnvatlzatlon program ""as completed 
on March 31 Close to half of the com
panIes pm atlzed b) ESOP were sold 
\\ Ithm self pn" :ltlzatlon program~ 

The picture of the geographical 
breakdQ\\ n of ESOP organIzatIOns 
shows a strong concentr • .ltIon ot clo~e 

I to 40 percent of companIes \v Ith an 
ESOP share located m Budape~t Ho\\ 
e\er se\eral of them have national 

I network.~ or tacllmes In the pro. Inces 
te g Aram pok Orex and A.mfora) 
The concentration of propenv sold to 
ESOP organIzations I~ e\en more dl~ 
tmctly concentrated More than halt 

the total of ESOP propertv ~hares IS 

o\\ned by organIzatIOns m Budapest 
On a\ erage 70 percent of comp:my 
emplovees have become partll .. lpants 
so \\hen trIed ESOP IS ~eemIngly 
popular 

The ~ubscnbed capital of ESOP or 
gamzatlons ranges bet\veen se"eral 
millIons to billIons The o"vnershlp 
share bought out ESOPs has been de 
crea~Ing whereas the amount of sub
SCribed capital has been on the m 
crease In the 59 companIes mvoh ed 
58 2 percent of the ~ub,cnbed capital 
""as sold to ESOP orgamzatlons The 
capital strength ot lImited companIe~ 
IS smaller (20 percent at the propeny 
~old the ESOPs IS In 27 lImited com 
pames) than th.lt ot Jomt StOLh. com 
pames The result ot these trends I~ that 
the orgamzatlon~ ot tho~e emploved In 

lImned Lompame~ 0\\ n a larger share 
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(69 7 percent) lun Ilm,e emplO\ ed m 
JOInt ~IOC].. c,~r lpJnle<; (Y' q percent) 

<\nolher fe..Lture of ESOP pm Itlza 
lion b that th. IJ.r:er tht:! qa\..e tr,Jns 
ferred the lon:er the tr:ll1~actlon pe 
nod ESOP, I' limned compaI1le~ on 
a\ era:;e bc~_me 0\\ ner' nme months 
afler the tr:!!' 0rl11:![lOn of the enter 
pn<;e \\ hIle thl' penod \\ a~ more than 
a \ear la\er:!pngl ~ month,) 111 the 
case of JOlll! , Oc].. compames 

Sp,.l\ percent ot ESOP orgamza 
t1on~ \\ ere e'tabh~hed at compames 
emplo\ mg le,<; than :!OO but 2:! per 
cent of the emplovees m' 01\ ed only 
\\or].. at the~e compames (Table 1) An 
mdlcator of the popularm of the form 
IS that more than half of the employ 
ees ha\ e become propnetors as partlCI 
pants ot ESOP organizatIons at four 
fifths of the compames Emplo) ees 
ha\ e become propnetors m a la"ger 
proportIon 111lmuted compames (71 8 
percent) than m shareholders compa 
mes (670 percent) In total II 000 
persons ha \ e become share 0,"" ners 111 

the compame" emplo) mg them 
The seco,d table shows that ESOP 

orgaruzauon, ha\e acqUIred theIr prop 
ert, on a \ erage at 90 6 percent of 
nonunal \ alue The SPA ha" not sold 
llS propem cheaph as onh the ESOP 
orgamzatlOn" of lImned compames 
could purcha~e theIr propert\ at under 
'i0 perce,,)1 or nommal \alue but these 
made up onl\ 5 percent of total sales 
Emplo\ee~ ot 14 compames acqUIred 
o\\nershlp between 50 and 75 percent 
of face \ alue acqumng 31 percent of 
the total property sold under the ESOP 
programme In thIS group Jomt stock. 
compame<; mak.e up the maJoTlt\ 
Se\en Jomt stock. compames and t\\O 
l1l1uted compames have purchased 
propert\ abo\ e a 75 percent but below 
nommal \ alue In 3:! percent of the 
\..no\\ n case" purchase and sale took 
place at n01'1l11al "alue and 30 percent 
of the propert\ e'l.changed 0\\ ners 
SI'l.leen percent of the proper!\ sold to 
ESOP organrzauons \\ as sold to the 
propnetaf\ aSSOCIations of employees 
at appro'lmatel) 47 percent abm e face 
\ alue () limited and 3 JOl11t stock com 
pJ.11les 0, a\ erage ESOP~ became 
0\1, ners m -62 percent of hmlted and 
9-1- -+ percent of JOInt ~toc\.. companIes 

ESOP 

In additIon to local gO\ ernments Hl F 7 Imillon One hnmed compam 
becommg proprietor, after transform produLed a 10:,5 of up to 20 percent of 
m", state enterpn<;e~ to compames the It; nommal \ Jlue and at four lllmted 
SPA mamtamed a stake after sales to compames losse~ amounted to 5 10 
ESOP orgamz:ltIons thIS amounted to percent of the 0\\ n cJpItal \10st of the 
109 percent m IImlled companIes and prohtable companIe~ m fact made onh 
27 ~ percent m shareholders compa hmIled profits l~ of the 36 mal.mg a 
nles (Table -1-) In these compal1les the profit of Ie,s than one percent of their 
ratIO of other 0\\ ners I~ mSlgmficant 0\\ n capital and In another fi\e cases 
Corporate propert\ makes up 5 5 per thIS mdlcator drd not e>.ceed t\\O per 
cent of the ~ub~,-nbed capttalm three cent Ho\\e\er for fhe companIes thIS 
companies and other Hunganan prop I figure \\as up to 10 percent 
ert) makes up 7 3 percent of the sub I CompanIes \\ nh an ESOP stake 
scnbed capital 111 I:! companIes For aChle\ ed profits of HUF 1 5 billIon 
elgn m\estors ha\e as yet not nsk.ed Busmess acuYltIes were closed WIth a 
their mone, 111 the compames partIally posltlve result In 38 compames and 
bought out b\ ESOP orgamzatIons With negatJ\e balance at 12 FInalh fi 
HO\\ ever IltS known that a number of nanclal operations also IndIcated a 
foreIgn 1m estors ha\ e mdlcated a \\ III POSIt1\ e balance howe\ er these can 
mgness to buy the state property share tnbuted to Improve the result onlv In 
remammg after ESOP purchases the case of 26 companIes and resulted 

Emplovees ha\ e acqutred maJon!\ m lower profits at 24 compames 
0\\ nershlp m 80 percent of the cases Losses m finanCIal operatlons exceed 
that IS the) ha, e a declsl\e ,ote m 46 I losses generated m the course of busI-
compames Howe' er maJor differ ness acU\ mes In additIOn extraordl 
ence, occur bet\\ een lImited and Jomt narY results also mcreased the profit of 
stock. compames Fn e limIted compa- some companIes 

I mes ha\e bought up 100% stakes of Of the companies :!l were able to 
theIr compames through ESOP but no pay a dl\ Idend amountmg to nearly 
Jomt stock. compam IS vet m the ex- two-thirds of the after-tax profit Only 
elusIve ownershIp of emplo\ ees In an four companIes allocated theIr entire 
addltlonal 16 lImited companIes taxed profit on dIVidends five campa 
ESOP orgamzatlons ha\ e a maJon!\ mes dlStnbuted more than 50 percent 
share Of the Jomt stock compames of profits and 12 companIes less than 
emplo' ee orgamzatlons ha\ e maJon!\ 50 percent 
share 111 :!5 ca~es \\Ith the ownershIp The lIqUIdity 1I1de>. mdlcates the 
share rangIng between 50 and 75 per- datly finanCIal state of the compames 
cent more frequent than among lImned Among the compames under scrutmy 
compames IIqUldlt\ sho\\ ~ a vanable pIcture In 

A..t thiS pomt thiS scrutIn) has three compames the stock. of lIablh 
reached one of the most mterestmg nes exceeds the stock of \\ orkmg capl 
stages \ IZ the economIc performance tal In another 16 cases It IS belo\\ the 
of the compames for 1992 from the normalle\ el (100 150 percent) T\\ 0 

balance sheet figures Unfortunatel) thtrds of thIS group conststs of Itmlted 
data are msufficlent for a tIme propor companIes In the case of 27 lImtted 

I t10nate companson (Table 3) and JOInt stock compames lIabllmes 
Of the 64 compames 36 closed do not e\ en reach half the work.mg 

199::! ""Ith a profit 8 ended m the red capttal The a\erage \alue ofhqUldlty 
and 1:> at zero balance Takmg losses IS 181 percent. re1atneh fa\-ourable 
mlo account m total they ha\e pro- forcompames\~lthESOP asthe,alue 
duced a profit of more than HUF 800 of thIS mdex v. as 14 percent m com
mllhon Appro'lmatel) 95 percent of pames under SPA concern 111 1991 
the profit \\ as generated b\ JOInt stock One Important mdlcator IS pro 
companIes and sltghtly less than half duced b\ the development of ~uppher 
the lo<;ses \\ ere accumulated bv t\\O debts and buver claims On a\ erage 
hnmed companIes alone Losses for the stock of buvers 15 16, 8 percent of 
LImited companIes m 1992 totalled the stoc\.. of supphers In the companIes 
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126 perlent of ltJ.btlIl!e~ are ch~ 
~Ilted as lon!o term llthough fort" t\\ 0 

under ~crutIny 1111~ I~ lov,er at IImlled I 

comp1mes (137 0 percent) than at JOint 
~tock. compame~ A \alue bdow 100 
percent occ. urred at 10 compames 
mo~tly JOint ~tock. concem~ Ho\\e\er 

compames 1re totall" tree from am 
I long term hablhl1e~ Lon: term IIabIlI 

ties e'l.ceed 50 percent at t\"O compa 
at 18 compame~ the amount not p.lld 
b\ bU\ers exceeds supplIer debts sey 
eral tlme~ over Thl~ I~ highly 
untJ.\ ourable a~ the collectIOn ot 
c1J.lm~ I~ one ot the most cntlcal pomts 
ot the Hunganan economy ndden as 
11 IS \" llh the danger of bankruptcy 

The size of li.lbllitles compared to 

own property also shows a Wide 

spread LiabIlities less than 10 percent 

occur at SI"< compames Debts at 19 
compames do not e"<ceed 20 percent 
the settlement of which IS sull con~ld 
ered to be bearable Howeyer habIb 
ttes exceed the yalue of own property 
at 10 compames In addmon habllI 
lies range between 10 60 percent at IS 
compames and IS an alarrmng 60 to 
100 percent at mne compames 

me~ Ho\"e\ er the pll ture I~ hrgd\ 
distorted b" the fJ.ct th It 6" percent of 
these debts ha\ e 1f.L umuiated at a 
Single c.ompany (\[emmpex) 

SUMMARY 

With a \Ie\\ to theIr acttvlt~ SIze 

and other charactemttc feature~ the 

range ot compante~ with ESOP orga 
mzatlons IS extremely \ aned \-lore 
over on the basl~ of the 1991 snap~hot 
nothmg can be stated for sure as theIr 

I economic performance largely de 
pends on the econonuc SItuation of the 
whole country but ob\ lOusly the ef 
forts of emplovees and theIr manage 
ment at the~e concerns I!> cruCial 

Table 1 

The scrUllm of economl .. InJlce~ 
Implte'> thJt the~e Lomp mle'> on a n1 
tiona! economiC. compJrhOn h 1\ e per 
formed \\ ell to a\ enge and the rna 
Jonty ha\ e been 1ble to k.et.p up \\ llh 
~lILLe~'>tul c.ompame~ oper:ltIn~ unJt.r 
other 0\\ ner~hlp ~truLlllre~ \\ llh the~e 
compJ.nle~ comp.lred to the maJonty 
of Lompame~ ~old b\ the SPA the 
chance~ Me e\ en bener for recen Ing 
loan~ dra\\ n for acqmnng property and 
mamtalnIng \lJ.blhty EspeuallY ~o It 

accordtng to mternallonal practice 

opportumtle~ offered by a new mJ.n 

agement techmques .lnd labour orga 
mzatlons attached to ESOP are abo 
ullhzed Howe\ er It Will onlv be po~ 
Sible to confIrm such conclUSIOns In 

two or three ,ears when \'dth the ex 
pi ration of the grace penod ESOP or 
gamzattons begin to payoff their 
loans "onethele~s from the fiJures 
presented here ESOP can be regarded 
as a successful pm allZatlOn techmque 

Table 2 

BREAKDOWN OF ESOP ORGANIZATIONS ACCORDING BREAKDOWN OF ESOP ORGANIZATIONS ACCORDING 
TO NUMBER OF EMPLOYEES TO PROPORTION OF STAKE SOLD 

'umber of Rate 'lumber \ommal \alue Sales price 

lunlted compames JOint stock compames tolal (percent) of of slake 

Belo\\- 50 persons 8 2 10 
compames (HLF 000) (HLr '000) 

Below 50 6 ;,83980 18;, 000 
.)1 100 10 6 16 

50-7H 1+ 3312 b89 1111 1.)1 
101 200 6 7 13 75999 9 190981+ I 715 045 
201-300 3 3 6 100 17 3 1.)5510 3 1;,5520 
301 ;,00 I 4 5 100 I 1499 6 3)2 131 380 669 
501-1000 a 7 7 Aboye 150 2 1356396 2 11-1- )00 
1001 1 2 3 No data \0 0 0 

No data 0 4 4 Total 64 10,670531 9671,885 

Total 29 35 M Average pnce 906.J 

Table 3 

PROFITABILITY OF COMPANIES WITH ESOP OWNERSHIP SHARE 

Lumted comparues Jomt stock comparues Total 

Protitablhtv ';umberof Protit "lumber oC Profit ';umber of Profit 
compames (HUF 000) compames (HU' 000) compames (HUF '000) 

Profitable 13 50705 23 915 119 36 965834 

Zero balance 8 0 7 0 15 0 

Los~ muk.mg 6 57741 2 ;,287;, 8 110 616 

No data 2 0 3 0 ) 0 

Total 29 -7036 35 862254 64 855218 
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ESOP 

Table 4 

BREAKDOWN OF SUBSCRIBED CAPITAL OWNERSHIP IN COMPANIES WITH ESOP 
0\1 'ER~ Limited compam Jomt stock compam H

• Total 

Subscribed capital SubsCrIbed capital Subscribed capital 

-\mount lHl F nom Percentage -\mount IHl fOOD) Percentage -\mount (HlF 0001 Percentage 

SP-\ ,7,140 1087 466-~6' ~i~8 504070~ 24,4 

C011OlnJc' 0 000 1118061 6~4 1118661 '4' 
Local coun Is 6,7 1 370664 667 246 8~0 719 1 12 814 

ESOP 5' 46 11 519 9-W 56 08 2 ,72 9~4 6911 9 14- O~O 

o he Hun~_rJn <lure 6 b 1 493 6,4 7 27 440614 128, 1 O~ 040 

Toldl 100 0 20,.,43 628 100 00 3433528 1000 17 llO 100 

* Dara all 26 Irmlled compallles 
** Dala 011 31 Jomt stoe/.. eompames 

BREAKDOWN OF SUBSCRIBED CAPITAL OWNERSHIP IN 
COMPANIES WITH ESOP - LIMITED COMPANIES 

BREAKDOWN OF SUBSCRIBED CAPITAL OWNERSHIP IN 
COMPANIES WITH ESOP - JOINT STOCK COMPANIES 

Other Hungaflan share 
13 percent 

ESOP 
69 percent 

SPA 11 percent 

Local governments 
7 percent 

ESOP 
53 percent 

2ND ESOP CONFERENCE 
OumJ1]ITl~11 ®rn@J]ooo~ 

Many claim that ESOP, the Employee Share Ownership Programme IS the most 
effective method to Inspire employees (also being owners) to work effiCiently and 
effectively Foreign expertence eXists to buttress these arguments However, others 
say that some of the ESOP organizations already estabhshed will collapse hke house 
of cards In three or four years, when their Inablhty to payoff loans will be exposed 
It IS also difficult for the SPA to make a deCISIon It IS obViously a pOint of Interest 
that domestic cItizens should become owners, yet It IS also undentable cash pay
ments are more advantageous than ESOP The following article summarIZes some of 
the opinions heard at an ESOP conference last December Although the number of 
ESOP organIzatIons has Increased since the first conference held In early 1993, in

terest In thiS second conference was subdued 

Those addressIng the conference In 
eluded Dr Tamas S:.abo numster \\ Ilh 
out portfolio re,ponslble for 
pm auzauon Dr LaJos Csepi managing 
director of the SP-\ Janos LUkacs 
managmg dm:clOr of the Resz Vetel 
Foundation member of the SPA. , Board 

of DIrectors and a handful of foreIgn 
speCIalists 

The IIlllllster e .... plaIned that the gO\ 
emment supports emplo\ ee 0\\ nershIp 
but no one should entertam IllUSIOns It 
has to be ad,no\\ ledged that ESOP or 
gamzatIOns are unable to ral~e the capI 

Other Hungarian share 6 percent 

SPA 27 percent 

tal lackmg and the financIal resources 
necessan for technologIcal de\ elopment 
and they are unable to Implement the re 
qUIred raIse of capital wIthout a profes 
sIOnal m\ estor In the past \ ear ESOP 
orgamzatlons had been estabhshed at 6:> 
compames mvoh mg stakes of HUF 20 
bIllion Of tills HUF 12 btlhon \\ as pur 
chased bv a total of 12 000 emplo\ ees 
About the contracts the ITllruster satd that 
deals had been conduded at an average 
rate of 90 percent and some 70 percent 
of the emplo) ees Jomed m the ESOP 
schemes after the related resolution had 

I been made 
There \\ere se\eral rasons \\hy the 

ESOP techmque had not plaved a major 
role m pm atlzatIon earher LaJos CsepI 
told the conference but It \\ as b\ no 

I means the case that the SPA. had refused 
to support employee 0\\ nershlp He 
stressed that Hungary needs compeutI\ e 
busmesses and the SPA IS bus) seekmg 
adequate In\ estors to assist \\ Ith thIS aIm 
The final chOIce IS not al\\:J\ s an ESOP 
orgamzatIon and It IS understandable 
that emplo\ee~ sometlme~ feel hurt At 
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the ,ame tIme It ha~ to be accepted that 
~ome Hungarian busme~~es \vlll shortl'v 
become un\ lable v; tthout extra capItal 
and ne\\ mark.ets and ESOP organIza 
tLon~ are unable to cope \\ Ith the chal 
lenge~ 

-1-00 mtlhon la~t \e.t r The SP-\. an 
nounced an exclu~l\ e tender tor Its 
pn\atlzatlOn In the be;olnmng of 1993 
In\ Itatlon, v,ere extended amon6~t oth 
er~ to the repre~entatl\ e~ ot the ESOP 
and \[BO organtzatlOn~ e,t lbh~hed bv 
then The tender \Va~ \\on b\ the com 
bmed otter ot the t\\ a organtzatlOn, 
\\lth ESOP purcha~Ing ;) I percent and 
28 8 percent gomg to the \IBO bt\ an 
Kautz consIdered thl~ a good break. 
down The a"ets were dl~tnbUled In a 
democratIc m.tnner and the company 

Property managmg organIzatIOns 
ha\e ~t.ll1ed a prognmme whIch alms at 
taclhrarlng loan settlement In In~tall 

ment~ b'v emplo\ee~ under condmons 
sImIlar to the E loan Jallos Lukacs an 
nounced It was neces~ary he saId as 
bank.~ and tinanclallmtltutlon, often re 
tu,ed to grant credits to ESOP orgam 
zan on, because of InsufficIent funds 
\10reover a resolution v;as made at the 
SP -\ a few months ago that no mortgage 
would be allo\ved to be regIstered 
agamst the assets and property of the I 

\vhole of the company Banks m spite 
of the legal po,slbIllty do not accept the 
guarantee provIded by the whole of the I 

company 

, dId not become unman1geable The 
ESOP led Masped h1~ tar reachmg 
plans for the tuture Intendmg to \Vork 
partly as a financIal m~tI[uuon mclud 

As Istvan Kautz presIdent-general 
manager of the Masped Rt saId the fun 
damentaI problem of the operatIOn of an 
ESOP orgamzatlOn IS that the money to 
be paId back bv mstallmentsslmply has 
to generated bv the company The pnme 
capital of Masped employmg 300 was 
2 6 blilton WIth a pre tax profit of HUF 

mg financIal Iea>mg and factonng i\ew 
offices are to be opened m 10 pro\ 10 

ctal cmes and markets m the CIS coun 
tnes are to be sought out In theIr vIew 
It IS most Important utlhse E loans and 
they are even prepared to torego bo 
nuses If necessarY 

Dr Andras Bartha preSIdent gen 
eral manager ot the Arampok Rt 
stressed two po tOts Flrstl) he srud a ' 
pnmary condmon for the success of 
ESOP pnvatlzatlon IS that management 
should be better 10 pn'vauzanon than ' 
any consultmg compam It knows the ' 

Lomp In} better but Lt al..,o h.ls to ,tud) 
the La\\ on ESOP BeL.lu'e tbl' IS not 
al\\avs the case some nther mIxed 
statute, h,n e been created -\nother 
very Import mt condmon I~ th.lt onlv 
lompante, alread\ oper .lung \\ ~II ~an 
b~ purcha,ed \ la ESOP It thl, ~on~ld
erauon IS Ignored c.lta~trophe a\\:llrs 10 

the third or fOLlnh \~.lr d~bl rep.l\m~nt 
\\ Ith ESOP concen~ coll.lp,tn~ one af 
ler another Andra~ Bartha abo called 
attentIOn to some addlllonal problems 
One I!:> that many ot the holders at vot 
109 nght sull don t understand the 
genume mterest ot the company and 
are llltent upon an ImmedIate raIse III 

salary and not III a te\V years ume 
-\nother sources of contllct IS that the 
salarIes ot the otficlab 01 the ESOP or 
ganIzatlon are set bv co work.ers with 
much lo\\er lllcomes 

Invited guests (mcludmg those from 
the UK and LSA) also presented their 
expenences In the West there are gIant 
Lompames \V Ith maJonty emplo\ ee own 
ershlp which Increases their 10\ altv to 
\Vards theIr company m a natural ..... av 
In theln lew of Eastern Europe the ~vs 
tern \Vorked out m Bulgana \\ as cited as 
a good example of emplo\ee share own 
ershlp 
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TENDER PROCEDURE REGULATIONS 

Here PIIIVINFO carnes Ihe SPA regulallon on Ihe order of {ompetilion procedures If IS Important 10 be aware of Ihe regulations on blddmg 
(Ompetltlon Art ltV of 1992 Ihe most Importanllegal regulallons governmg the current prIVatization process declares that IllS pomble 10 sell lease 
or put m property managemenl stafe property only through blddmg competition A{cordmg fa the IaN, the SPA (lfrespectlle of certom cases Itsted 
there) IS compelled to announce tenders for these Therefore everyone Involved In prtvat,zatlon In some way IS adVised to became acquainted With 
the followmg regulations Its pub/tcatlon IS all the more timely as the regulaflons changed In December 1993 One new feature IS that tenders should 
be submlfled to a publtc notary In all (ases As of January 17 1994 earnest money earns mterest durtng the pertod of depOSit 

REGULATIONS OF THE STATE PROPERTY 
AGENCY ON 

THE ORDER OF TENDER PROCEDURES 
(for blddmg competition) 

CONTENTS 
Chapter 1 General regulations 

Title 1 Objective and effect of the regulations 
Title 2 Fundamental pnnclples 

- pnnclple of equal chances 
- pnnclple of publ,cll) 
- pnnclple of provlSlonmg 

Title 3 Dermltlons 
Chapter n Announcmg the tender 

Title 1 Types of tender 
Title 2 Announcement, publication of the tender 
Title 3 Tender collateral 
Title 4 Offer penod nght of del latIon 
Title 5 Withdrawal of tender, ncluslOn from 

the tender 
Title 6 The tender offer 

Chapter ill Evaluation of offers and the Judgment of 
the tender 

Title 1 Receipt, opemng and dISclosure of 
the tender offers 

Title 2 Judgment of the tender 
Title 3 PublicatIOn of the result of the tender 

Chapter n ConclUSIOn of contract, closmg prO\lSlOnS 
Title 1 ConclUSIOn of contract 
Tille 2 ClOSing provlSJons 

REGULATIONS 
ON THE ORDER OF 

TENDER PROCEDURES 
Chapter 1 

TJtle 1 

Objective and effect of the regulatIOns 

- ordmances No 711991 as amended and supplemented and 
'" 0 8/1991 and '\[0 '2/1992 by the general manager of the State 
Propem Agencv thus assunng the conclUSion of well foun 
ded contracts sen mg the uuhzatlon of state propert) aSSigned 
to the SPA m the most effiCient form and pertammg to thiS 
protection of the mtegnty of competition by guaranteemg Iden 
tIcal and equal conditions for competitors 

2 (I) The State Property Agency (heremafter the SP 0\) de 
cldes on the sale puttmg to management or leasmg of state 
propert, asSigned to It furthermore on commiSSions pertal 
nmg to related tasks through blddmg competltlon/tendenng 
procedure (heremafter tender) 

(2) \\ hen defimng the conditions of transformation of the 
state enterpnse trust or trustee enterpnse runnmg the property 
In ItS portfolIo or eyen after that If necessaT) If Justified by 
the size or econonuc Importance of the enterpnse or If se\ eral 
offerers are known v,.ho are acceptable as partners the SPA IS 
entitled to require a tender procedure for the acquISItion of sha 
re by an external entrepreneur as defined m Paragraph (!) of 
SectIon .+0 of the Act 

(3) \\ hen Judgmg contracts under the authorm of Act VI 
II of 1990 the SPA especial! v If the Importance of the com 
ract or other circumstances ensunng the freedom of the com 
petltlOn Justifies It IS entitled to prescnbe a tender procedure 

3 CompetItIon can be reahzed through a blddmg compe 
tltlon or the mYltatlon of bidding offers (heremafter m\ ItatlOn 
for offers) In the case of m.Itation for offers there IS no ten 
der announcement (ad\ertlsement) \\rhen InVitIng offers bv 
ensurng Identical LOndltlOnS at least three offers should be 
tn\lted Othef\\I~e regulatIons reluted to tender must be ade 
quateh applied for InVlllng tenders With a "le\~ to de\ lutlOn~ 
Included III these regulations 

The obJec!l\e of these regulations IS to set the general 
rules of blddmg competition under 

4 (1) The rulmg descnbed In Paragraph (1) of Clause '2 
does not haye to be aoplJed 

a) If the SPA sells the state property up to a preferenllal pro 
portion defined m the Propert) Pohcv GUidehnes to emplo\e 
es State propen, e'{ceedIng thl~ proportion can be acqu red bv 
emplovees In an Identical \\ay as other e'{ternai m\e~tors 

- Act U\ of 1992 on the sale uuhzauon and protection 
of property m temporan state 0\\ nershlp (heremafter referred 
to as the Act) and 
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b) for sale of shares \\ Ith public ottenn= pursuant to the 
'eCLlfitle, 1.1\\ 

c) 111 the ca,,~ of con\enm= credIt (re,en .lble) 10 members 
hIp right 

dl If the SP~ pre\lousl\ en<;ured op\lon~ for e,ternal m 
\ e'tor( s) 

e) II the ~econd tender announced b) the SPA abo ended 
\\ Ithout re~Lllt because there \\ ere no ~U1t.lble applIcants 

fJ If the manager of the shop run In a S) stem according to 
a Lontral.l deSCrIbed In Act LXXIv of 1990 announce~ hiS pur 
L hase mtenl10n according 10 ,ondnlOn~ set b\ the legal regu 
lallons and the shop can be transferred to him In the form of 
purchase at a 'et bUSiness \ alue 

g) \\ hen !>elhng state propem through bIdding 

h) If the SP A. tran~fers the state property to the bUSiness 

partnership not as a non cash contnbutlon 
I) If the SP:" ulllizes the property as a means of exchange 

to acquire other property or to v,a!\e the membership right 
due to the local gO\ ernment m a transformed company 

J) If a contract IS to be concluded \\ Ith consultants for hand 
hng the blddmg competlt1on If It does not Invoh e comnussl
on related to capnal mediation porttolio management and 10 
olung for Inyestment partners 

I.) If the state property IS sold by a property manager se 
lected by the SPA through competition and In a contract conc 
luded \\lth the SPA. he undenook to pa\ a pre\lousl) set amo 
unt for the sale of the membership right 

(2) In the course of selling a busmess part of a hmlted lia 
blllt\ compam a bidding competlt1on can be abandoned pur 
suant to a deCISion of the Board of Directors of the SPA If 
there IS a rea\tstlc danger that 10 \ lew of the preemption nght 
set b\ the company law a lov, purchase price IS e,pected III 
the competlt1on 

(3) On the baSIS of a declSlon b) the Board of Directors 
an offer b\ employees under the Emplo\ ee Share OwnershIp 
Program can especial!) be expected \\ IthOUt competition If no 
other otfer IS subnutted to the In\ llatlon for bIddmg offers or 
a pre\ lOush announced tender \\as closed \\>lthOUt success for 
a lack. of offers 

Title 2 

FUNDA VlENT -\L PRINCIPLES 

The pnllclple of equal cliallces 

5 The tender announcement should ensure equal chances 
for each partiCipant so that the necessary information IS ayal 
lable and the condmons of competition are applied dunng the 
competition The announcer must set the content of the tender 
so that offerers can make an appropriate offer and the tender 
offers submitted duly and In time can be compared 

Tire pnllclple of pllbllclf) 
6 (1) DUring the tender procedure the announcer should 

ensure full pubhcity for those participating In the competitl 
on The announcer must ensure the requirement of publicity 
accordlDl:! to the~e re2ulatlOns even If the tender IS closed (m 
\ Itatlonal) or occurs ~hrough In\ lung blddmg offers The an 
nouncer must pubhsh thiS fact slmultaneousl) \\ Jth publishmg 
<;uch tender __ (In\ ItatJon~ for ofter) m a \\aj that does not \ 10 
l:lte the c1o<;ed character of the competitIon blddmg 

TENDER PROCEDURE REGULATIONS 

(:2) Each ot the offerers has the nght to a~qulre 1.11 mfor 
matlon made a\ailable b) the announcer Accordm)\ all m 
formation ,hould as lar as pO"lble be m.lde a\ allable for the 
competitor \\ hlch does not hurt bUSiness secrets and \\ hleh IS 
usual and nece!>':lf\ In bUSiness lIfe for the compemor to m.l 
I.e a \\ ell ba,ed offer 

Tire prlllclple of prO\ ISIOIImg 

7 ( I ) The announcer after publIshmg the In\ Itanon for ten 
der or m the case of announcmg a closed (exc\u~l\e In\ natl 
onal) tender after dlsclosmg the announcement to those m\l 
ted respects the tender condltlons announced has to compl} 
\\ Ith the tender procedural order pre\ lOu,ly published and IS 
compelled to ensure the Integnt\ of the demlOn makmg pro 
cess pursuant to the announcement of the tender and Its e\ a 

luatlOn The abo\ e IS dul} applIcable for the 10\ Itatlons for 
compelltJ\ e offers 

(2) The announcer can exercise ItS nghts of pro\ ISlomng 
pursuant to the tender thus especlUlh the !>ubsequent amend 
ment of the condlt1on~ of the tender .lnnouncement the \\ nhd 
ra\\ al of the tender and the amendment of the regulations of 
the published procedural order under the legaJ regulations per 
tammg to bidding competlt1on and under the present tender 
procedural order so that It does not hurt am essential rightful 
mterests of the persons mvoh ed In the tender 

(3) The apphcant by hiS beha\1or or actIOn under the ef 
tect of the tender announcement or regulatIOn \\ ith specw.l rc 
gard to tiling 0\ er the competition announcement acknov, 
ledges the regulations of the announcement are binding on him 
self 

(-+) Rights ensured b} these regulations must be exerCised 
In harmon) \'dth ItS regulations and according to the require 
ments of good\\ Il! 

Title 3 

DEFThITIONS 

8 In applymg these procedural orders the follo\\mg defi 
mtIons should be applied accordmg to the follov, 109 Interpreta 
tlon 

a) .\nnouncer (the one m\1tmg offers) the State Property 
Agency or another person actmg on assignment of the SPA 
(e g property manager authonzed with sales nghts) and 10 

the course of companv-mltlated slmphfied pn\ atlzatlon pro
cedure the consultant actmg 10 hiS own capactt} 10 cases of 
property protection the bUSiness orgamzatlon m'vohed 

b) Offerer (bidder) anv domestic or foreign natural per
son and legal entity busmess partnership wtthout legal entity 
and 1Odi\ Idual entrepreneur mcludmg the case v, hen persons 
qualified as offerers according to these regulallons establish a 
consortium or an) other occasIOnal aSSOCiatIOn (hereinafter 
consortIUm) aimed at makmg Jomt blddmg offer Those bid 
ding In a consortIUm ha\ e unn ersal obligations dUl1ng the ten 
der procedure 

c) State propert\ membership nghts of the state run In bu 
slnesses representing defined ownership share (busmess part 
~hare) state 0\\ ned assets and nghts of propem right sunab 
Ie for bUSiness 

d) Public Iny nation for offer m\ Itatlon for blddmg for the 
purchase tak.mg mto management (subscnptlOn) taking Into 

----------------------- PRIVINFO 3 



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

TENDER PROCEDURE REGULATIONS 

h~l'Ing (h~J ~hold) ot stat~ propem (propem ~hare) throu"h 
pUC'I"hll1" J t~nda Jnnouncem~nt carned b\ the pnnteJ pre~~ 
or other me tn, ot commUmCJtlOn 10 be publI,hed tor J not 
pr~\ 10u,h dd~rmIned rJnge ot pot~ntlJl bu\ ers 

e) Clo~ed (1m ll1uon.l!) tender (In\ It.ltlOn tor blUdtn,; ot 
kr, I announe~ment tor the purcha~e tak.tn:: II1to management 
bub"nptlol1) taJ...tng tnlO lea,lng {lea,eholdJ ot ,t.lte properl\ 
(propert\ ,h Ire) ,0 thlt onlY tho,e are allo\\ ed to submit ot 
ter, tor the tender \\ ho h l\ e been In\ 1led by the SP.l, 

f) Pre qualIficatlon procedure such a t\\O or se\er.ll ro 
unJ tender In the:: first round of \\hlch the:: announ~er ,une" 
the pertormmg ablhtles e'l:pernse sunablhty and finJncI.l1 re 
hJbllm of the olferer, On the bJSIS of the first round the an 
nouncer .. omptle, a hst accordmg to which the actual blddmg 
take, place m the second round through a clo,ed (m\ nallon) 
tender or m\ Itallon for blddmg oUers m a targeted circle of 
m\ eSlOr, or consultants No pnce offer can be reque::~ted m 
the first round ot the pre qUJhficallOn procedure 

g) Smgle round tender a tender m which all the tender con 
dlllons are ,et do\\ n m the tender announcement and the 01 
lers submmed accordmgl) form a part of the .. ontract to be 
concluded 

hJ Altemall\ e offer an offer made b) the appbcant dunng 
the penod open tor mdmg an offer so that m add1l10n to an 
otter correspondmg to the condIllons ofthe tender he abo sub 
nuts an offer dlffenng trom the arrangement or structure of 
the tender announce::ment 

I) Se\eral round tender a tender m whIch the announcer 
selecb the partiCIpants of the ne'l:t round from the:: apphcants 
\\ ho ha\ e made \ahd offers m the first round and ask.s them 
to amend their otfers 

J) L mficallon of offers If the tender announcement or the 
::nnouncer allo\\s It offerers v.ho made a yalld offer m the 
first round and bIdders v. ho acqUIred a partlClpallon nght m 
the ,econd round can submit a JOint offer 

J...I '\ollficatlon (mformatlon) mformatlOn rele,ant to the 
tender must be sent to those m\ 01 \ ed b) letter telefa.x telex 
or telegram or m justlfied mstances by phone one offiCIally 
signed .. op' of \\hlch must later be mailed If legal regulall 
ons or these mtemal regulatlOn~ don t rule othef\\lse mfor 
nation \\nh a legal effect on the person Imohe::d or atfectlng 
the mterests of the apphcant m sub~tance must be dIsclosed to 
him v.nhm three days ot ItS eXI,tence (tdmg effect) 

T\ PES OF TE,\"DER 

9 ( I) The tender can be open or closed (m\ ltatlOnal) 
C) A closed (myltallonal) tender can be announced If the 

character J.nd Importance of the state propem under the corn 
petitIOn and the fulfillment of task.s related to ItS most efficl 
ent utlhzallon neceSSitate, the partl .. lpallon at the tender of pre 
defined m\ estors or busmes<; partners or It IS jusllfied on the 
ba~I' ot other reason, of compet1l10n pObL \ (e g pre\ enllng 
bu\ up \\ nh hosllie purposes) A clo~ed tender aImed at se 
lectmg a consultant can also be announced m the absence ot 
the abo\ e condmons 

(3) Tenders are open except m the case \\ hen the Board 
ot DIrectors of the SP-\ deCIdes to announce a c1o,ed (m\lla 
lIonal \ tender Durmg an open tender the range of bidders can 
also be narrov, ed It thl; IS juslltied b\ speCial busme,s mte 
reSh or consideratIOns ot compellllon 

(~) The tender can be man1ded 111 J..eep1l1:: \\ IIh ~ee ree \ 
(PI.k1l1~ tht. n'1me of the appltcJ.nt 111 J ~ealed en\e1ope and 
h.mdlm~ the tmancl.ll conditIOns ot the tender ,ecreth sepa 
rJ.tc[\ trom other condlllOn,) or k uunn}, the name (lirm) ot 

the IpphLant b\ ~Igmnd the name (PUbltLlt\ m \ le\\ ot e\ en 
detatl 01 the tender) The \\.1\ to handle the tend~r mlht be 
dl~do~ed .It the announcement ot the tender 

-\" '\Ol '\CE\IE,\T PlBLlC HID" OF THE TE"DI:.R 

10 (I) The tender I~ announ .. ed b\ the SP.l, or a person .I 

con,ultanl or a compan\ aSSigned b\ the SPA 
(~) The open tender should be announced m 1\\0 nallonal 

dalh ne\vsPJpers and the regIOnal dally ne\\spaper 1ccordlI1:: 
to the SlIuallon ot the subject of the tender The announcer 
can also arrange to announce the tender also m a foreIgn ti 
nanclal economIc journal (journals) 

(3) In the tender announcement the announcer defines the 
date related to the subml,slon of the tenders so th.lt there are 
at least ~5 da)s between the day of the publIcallon of the an 
nouncement and the deadlme for subm1ltlOg the tenders Ten 
ders for state enterpnses exceedlOg the \ alue lImn of property 
protecllon ,hould be announced with a~) day llme mtenal 
In the case of InYlIallons tor blddmg offers or pre qualtficatl 
on procedures or tenders of consultants at lea,t 1) da\ s must 
be en,ured for the otferer to make an offer 

(~) On a dosed (m \ llatlOna]) tender the announcer nOllfi 
es the offerers m\ohed slmultaneoush and directly 

11 Tender can be announced for 100 percent of the rela 
ted state property (propertY share) or for a determmed part 
(partS) In "lew of the thorough consIderatlon of all the clrcums 
tances of the case 

l~ The tender can also be announced m 1\\0 or f'1ore ro 
und~ In thIS case offerers selected (accordmg to conslderall 
om pre\ lousl) defined and published b" the announcer) as a 
result ot the first round can particIpate m the second or ne\t 
rounds In the second round only tho,e tender cond1l10ns can 
be amended v.hlch ha\e pre\lousl} been mark.ed by the anno 
uncer In other condlttons the offers made m the first round 
remam \a1ld 

1'\ (1) Dunng the tender procedure wllh the e\Ceptlon, 
descn bed m Paragraph (:!) the announcer must not change the 
procedural or other rule~ (regulatton~) applicable dunng decI 
slon makmg whIch he dIsclosed to the bIdder ellher through 
announcement or personal!\ 

(~) The announcer IS allov.ed to change the rules (regu1:J 
lIons) or any of them dIsclosed to the appllc:mr (applt .. ants) 
mennoned m PJragraph (I) only once dunng the tender ac 
cordmg to the follov.mg \ 

a) the announcer If he resened the related nght for hIm 
self can amend exclusI\ely the condlllon, defined m the de 
taded tender announcement so that It IS nm dl,::.d\ antageous 
tor the bidders or 

b) by extendmg the deadhne of submmmg the tenders \\ lIh 
appropnate JU,lIficauon The deJ.dlme Lan onh be e'l:te'lded 

(3) The announcer pubh,he, the amendment pursuant to 
Paragraph (~) accordmg to regulallon~ related to the publtLa 
non ot the tender announcement and tho,e pursuant to In\ 1 
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ung otter<; <;0 th:lt he notilles tho,e 1m 01\ ed In v. rIung \\ nho 
ut dela\ The nOllficallon ~hould ~tate hO\\ the announcer \\Ill 
handle the tend.::rs ~ubmlt[ed earh.::r In \ le\\ of the changes 

(-+) Th.:: tender announcement can be amended onh so that 
at least I) ~Jlendar days upon the amendment are a\ allable 
for the appitcant to ,ubmn an ofrer 

(~I The penod for <;ubmnllng tenders In Jusllfied ca<;es 
Lan be extended on one occasIOn b) a ma\lmum of 30 da\s 
The announcer dt<;cIo,es the deadlme thus extended m a man 
n.::r ,Imll.rr to the tender announcement at least I) da\ <; befo 
re the ,::\plraUOn of the orIgmal deadhne or noufies the partl 
clpants of a cIo,ed (m\ \latlOna\) tender m due course but at 
least ,e\ en da\ s before the e\plr:ltIon of the ongmal deadh 
ne 

(6) The announcer must not amend the tender announce 
ment \\ nhm I) da) s prIor to the explrallon of the final deadh 
ne of submlttmg a tender 

1.+ (I) The tender announcement (tender 1m llallon m\ I 
tallon for offers) must mcIude 

a) the name headquarters of the announcer of the tender 
furthernore If the announcement of the tender taJ...es place on 
a,slgnment of the SP tJ,. a reference to thiS fact 

b) the obJectl\ e of the tender llS character (open or cIo 
sed/1m llallonal) the number ofrounds (one two or more) furt
hermore v. hether the offerer can appl; for the tender m sec 
ret or b\ ,lgmng hiS name 

If the tender has to be conducted m secret (bv handlmg the 
name of the bidder m a sealed en\ elope heremafter secret ten 
der) special reference should be made to thiS CIrcumstance 

C) the descnptIon of the propertv propert) part (bus mess 
part ,hare) to be put to propert\ management (Ieasmg) or to 

be sold as the subject of the tender 
d) place method and date of the subnusslOn of tenders 
e) duratIon of the tender penod 
f) the place where questIons related to the tender can be 

asJ...ed and e\ entual further mformatIon IS a\ allable 
g) \\ hen maJ...mg a detailed tender announcement or pros 

pectus or mformauon documentation available the place mo 
de date and cost of V1ewmg them 

I) In addluon to data appeartng m the tender announce 
ment the detailed tender announcement has to contam 

a) data of the propert) property part to be sold further
more mformatIon necessaf) to prepare offers 

b) a hst of contents of the tender announcement and Its 
supplements 

c) a detailed procedural order 
d) the schedule and set of considerations of Judgmg the 

offers \\ Ith special regard to 
- ObjectIve and subjective elements their comparatl\ e v.e 

Ight m deCISIon maJ...mg 
- place and date to open the offers and the place mode 

and deadhne of announcmg the result, If the e\ aluauon of 
the tenders IS conducted \\ llhout pubhcll) special reference 
should be made to thiS fact 

- the persons permmed to attend the opemng of the tender 
- dates related to the Judgmg of the tenders and 
- the name of orgamzatlOn entitled to Judge the tenders 
e) the posslblht\ of acceptmg altematl\e tenders and the 

method of handhng them 
f) the oftlclallanguage of the tender 

TENDER PROCEDURE REGULATIONS 

g) an e\ entual preempl10n rIght rel:ned to the subject of 
the tender or Londlllon, pur,uant to e\ercIsmg It 

h) reference to mamtam e\ entual offtual pre'crIptlons 
I) m connecuon \1 Ith performmg sen Ices a pos,lbtllt\ for 

emplO\ mg subcontractor or It<; conditIOns 
J) condlllons of propert\ management (leasmg) and sale 

set of requirements pur<;uant to bu,mess polIcy (abo Indudmg 
related techl11cal commerCial and legal condnlOn~) 

J...) am other data \1 hlch the announcer deems nece~~ar\ 
0.) In certam ca,es the announcer can pre,cnbe that the 

ofterer \\ hen subrruttmg hl~ offer ,hould enclo,e a dratt cont 
TaL' or \\ hat J...md of restramts can be attached to the draft cont 
ract sent b\ the announcer On such occasIOn the announcer 
orders ho\\ the restramts defined m the draft contract be taJ...en 
mto account dunng Judgment 

(3) The tender announcement should define the number of 
copies to be submitted bv the offerers ItS form and the place 
\\ here It should be ,ubmltted \\ Ith reference to the fact that 
they must unamblguous!\ define \\ hlch of the offers IS the on 
gmal If a difference occurs bet\\een the copies of the offers 
submitted m se\ eral copies the ongmal should be taJ...en mto 
account 

(-+) If the tender IS aimed at the full or partial sale of a bu 
smess orgamzatIon the tender announcement must also con 
tam the Important balance sheet figures 

(5) When sellmg <;ecunnes the related regulations should 
also be taJ...en mto consideratIOn 

(6) The value of the state property (propem part) announ 
ced for sale v.lth the exceptIon of cases defined b\ la\\ sho 
uld be assessed b) a regIstered auditor 

16 (I) If the SPA IS the announcer or the compan) IS the 
announcer and the SPA prescnbes the applIcatlon of these re 
gulatlOns for the company the tender announcement and the 
booklet contammg the tender condItIons should be presented 
to the tender bureau of the SPA for counter sIgnature before 
pubhcatton 

(2) In cases descnbed m Paragraph (I) the tender anno 
uncement can be pubhshed m a \ altd manner \\ tth the coun 
ter signature of the tender bureau 

17 (1) If the tender announcement IS aimed at transfemng 
tItles related to e\erclsmg such act!V1tles \\ hlch has a dIrect 
effect on the fulfillment of an obltgatlon of some local gO\ em 
ment ~et b) law or m\ ohes the exerclsmg of fights due to the 
local gO\ ernment or performmg Its tasJ... the opmlOn of the 10 
cal gOI emment m\ 01\ ed has to be ask.ed for before pubhs 
hmg the tender announcement 

(2) If the local gO\emment m\olved forms an opInion Its 
substance must be made part of the tender announcement V.lt 
hout delay 

(3) These regulatIons hive to be duly applted for other state 
orgamzatlOns (e g l\atlOn .. tl Supen ISOf) Board for the Pro 
tectton of Hlstonc Monument,) 

18 If the announcer mtend, 11\ k t 0\ er a part of the \ leld 
(dl\ Idend share) on the baSIS of J pill pert) management (sa 
les) contract to be concluded as I I\.,ult of the tender upon 
performance accordmg to contr1ct '<I the entlt\ compelled to 
the sen Ice a reference ,hould b\. Ilude to thiS fact m the con 
dalOns of the tender announcement 

19 (I) l nder the compam mltlated SimplIfied prl\ attza 
tIon procedure the consultant should refer to the tender anno-
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TENDER PROCEDURE REGULATIONS 

uncement \\ Ith specIal regard to 
a) the hmlt, of the nghts and titles of procedure set b\ comrac! 
b) the spem.l supen 1501) nghts due to the SP ~ m con 

neulOn with J...eepmg the proVISIOns of the tender 
(:! 1 In propert) protectIon ca,e, If need be all datJ related 

to the de,lred dlrecnon mode and other condItions of the utlh 
zatlon of ,l1te property has to be dl,clo,ed m the tender anno 
un~ement \\ hlch I, reqUIred for preparing a well founded otfer 

20 (1) If the tender announcement does not state othem I 
se the bIdder must keep secret the fact of hIS partlClpallOn at 
the tender or the wllhdra\~al of hIS tender or the content of hIS 
otter untIl the publicatIOn of the result of the tender 

ThiS pro\ ISlOn IS not extended to facts made a\ atlable to 
the tinancmg bank 

(2) In the tender announcement the announcer IS entitled 
to lift the oblIgation of confidentiality descnbed III Paragraph 
( I) so that he marks the tender condmons that can be made 
publIc b) the bidder and the range of pubhclty (partIcIpants 
of the tender or thrrd persons medIa) In thIS respect provISI
ons of SeCllon 13 are not applicable 

C~) The announcer handles the content of the offers m sec 
ret unnl the tender IS closed and does not dIsclose any mfor 
manon on their contents eIther to outSiders or partIcIpants of 
the tender The bIdder can relIeve the announcer of thiS oblI
gation m wntmg but he may forbid the dlsclosllfe of certam 
figures e" en on thiS occasIOn 

(-I) The announcer can disclose the name of an applIcant 
partlclpatmg m a closed tender onlv If e\ery mvolved bIdder 
ha, approved the dIsclosure m wntmg Other mformatlOn on 
the offerer can be dIsclosed to other offerers or to a person 
not partIcIpating m the tender only WIth the explIcit wntten 
appro\ al of the offerer 

(5) The announcer must make aVailable all mformatlon 
data dbclosed and other servIce prOVIded to one of the bId 
ders to the re,t of the offerers m the same manner 

(6) At the request of the bIdder and for hIm with the aim 
of miling the tender condItIons more accurate mformatlOn 
can be pro" Ided m addmon to that made aVailable m the ten 
der offer but only wnh content that does not hurt the equal 
chance, of the other offerers and the proHslOns related to the 
e\ aluatlOn of the offers and theIr handlmg Such mformatIon 
must not result m the amendment of the ongmal tender condl 
tlon (condltlons) 

(7 ) If the announcer prepares a detaIled documentatIon for 
the preparation of the offers he has to ensure that It IS avaI
lable at the date of the announcement of the tender 

TItle 3 

TE"DER COLLATER-\L 

21 (1) PartIcIpation m the tender can be lInked to gl\ mg 
coll:neral (e g earnest mone, heremafter collateral) whIch 
h:b to be made avrulable to the announcer SImultaneous Iv \\lth 
submitting the offer or unul a date and In a \vav set bv the 
announcer In the tender announcement 

(2) \'v Ith the follOWing e'l:ceptlons the collateral should be 
retunded after the "Jthdra\\aI of the tender announcement the 
estabh,hment of the 10\ ahdJt" of the offers or the e\ aluatlon 
of the tender Dunng the deposit the earnest money does not 
bear Interest ~ 

(3) The collateral need not be refunded illt ha~ been trans 
tormed Into a SIde oblIgation guaranteemg the concluded com 
raLl accordmg to the tender announcement furthermore It the 
offerer \\ !lndre\\ hI' offer dunn= the offer penod or the conc 
IU,lon of the contract failed bv hi' fault or bv another reJson 
\\ hlch emerged In hIS sphere of Interest ThIS pro\ 1~lon mu,t 
abo be dul) appiJed If the offerer wlthdre\\ hiS otfer betore 
the eXpIratIOn of the penod open for submitting the offers 

H) At the request of the announcer the otferer must cer 
lIf" the content at hIS tender The announcer If he expre~sl) 
mamtamed thIS nght In the announcement IS entitled to obit 
gate the otferer to grant tunher collateral to additIOn to tho,e 
de,cnbed In Paragraph (I) m espeCIally Justified cases 

Title 4 

OFFER PERIOD, RIGHT OF DEVIATION 

22 (I) The offer penod of the bIdder beginS when the de 
adhne for submittIng the tenders expires 

(2) The offerer must mamtaIn hIS offer until a date defi 
ned m the tender announcement but at least up to 30 days upon 
the expiratIOn of the deadlme for submISSIOn except If the an 
nouncer concludes a contract wllh the offerer wmnmg the ten 
der wlthm that penod 

23 (1) The offerer can amend hiS offer only If 
a) the tender announcement ensures the opportumtv and the 

announcer calls the offerer for amendment with a set deadline 
b) as a result of the first round of a se\ eral round tender 

he acqUIred the nght for partlclpatmg m the second round he 
can amend the tender submitted m the second round WIth h 
nutatlons set In Paragraph (2) In other cases dey Jatlon from 
the ongmal offer IS mvalld 

(2) In cases defined m Pomt b) of Paragraph (1) the ten 
der announcement has to deterrrune the extent and mode of 
the deVIation and which parts of the tender can be amended 
In the absence of such a provISIon the offerer can amend onlv 
the finanCIal part of the offer mcludmg the purchase pnce 
the pa.ment schedule and the collateral The amendment of 
other offer condlt1ons IS mvalid 10 such a case the offer IS 
partJaU) InvalId m !lS part mvohed by the amendment and IS 
replaced by the offer condlllon made m the first round of the 
tender 

* As of la/Ulan 17 199-1 eamest mone, does bear mterest The 
SP4. accepts the mdnldual tenders onl\ if the earnest mone, 
set m tire tender IS deposited b, lite offerers up 10 a pQ\mem 
deadime sel m tire tellder allnOUllcement OlZto the fol/on mg ac 
counts opened for the SP 4 for the purpose at tire Hwzgartan 
Forezgll Trade BallI. 
DomeSllc persons IIho are legal ellT/c\ zn/orznls 20 1606'0 7007 
DomestIc Ilatllla/(pmare) persons tnfOrlllls 203 606'0 701-+ 
Fore/gil nall/ral perSOllS alld/or persons "Ito are legal em", 
m/ore/gn ercizallge 000280899 
DomeSllC natural Ipn\lueJ persolls mfore'gll erchalZge 
000)80699 
The Hungarrall ForeIgn Trade BallI.. pcns 1 ]6 alld 17 per 
cent Interest and charges a mere J OJ:J percenr of sen Ice costs 
after runtat er Th,s clause,s IlOt cOlt/allied m the regulatIOns 
for b,ddlllg compermon because us amelldmellt I eqlllres a re 
solzmoll b, lite Board of DlIectors of lite SP4. OffiCial resolu 
11011 ,,,II be made III a fe" II eeks 
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(3) Lp to the expiration of the penod open for ~ubm1ttmg 
tenders the offerer ha~ dlspos1t1on 0\ er his offer accordm", to 
these re",ulatlons or the condmons of the announcement 

(-1-) Pro\ 1510ns of Paragraphs (I) and (2) cannot be applJed 
11 the announcer call> on the otferers to make a ne\\ offer fol 
10\\ mg the fir, t e\ aluatlon pursuant to Sectlon -1-6/-\ 

Tille 5 

"ITHDR'\ W.\L OF TE1'.DER 

E'\.CLLSIO" FRO'1 THE TE"DER 

2-1- (I) The announcer IS entitled to \\ Ithdrav. the tender 
up to the date set for the submiSSIOn of the tenders The anno 
uncer IS compelled to announce the related dec1Sl0n accordmg 

to regulatIOns pen.lIning to the publicatlon of the tender an 
nouncement or m the case of closed tender he has to notify 
the offerers on the deC1Sl0n m \\ ntmg \\ nhout dela\ 

(2) In the case of \\ nhdrawlng the tender If the tender do 
cumentatlOn and the prospectus made a\ allable \\as hnked to 
some charge the announcer has to refund the fee to the bId 
der If the bidder returns the documents 

25 (I) If the offerer or other person In hiS sphere of mte 
rest breached the confidentialIty of the tender the offer of the 
bidder has to be excluded 

(2) 1\on performance or Inadequate performance of the 
condmons disclosed m the tender announcement or the docu 
mentation (prospectus) funhermore the gra\ e vlOlatlon of data 
prO\ Idlng oblIgatIOns and other obhganons burdemng the of 
ferer acc~rdmg to the procedural order draws exclu,~on from 
the tender 

(3) If there IS no bidder who full} corresponded to condi
tions appeanng In the tender offer the announcer after clo 
smg the tender can regard the tender as a bIdding offer sub
nutted m the course of an In'vltatlon for competltl\ e blddmg 
and can handle the offers accordmgl) In such a case the an 
nouncer pursuant to hIS decI,lOn entitled to judgmg the ten 
der can conclude a contract \\ Ith the offerer \\ ho subrrutted 
the best offer If the tender corresponds to the rrummum requi 
rements dunng an m\ natIOn for competitive blddmg or can 
deCIde to announce a new tender The best offer has to be se 
lected after the thorough weighIng of all the cIrcumstances of 
the case Thus speCIal attentIOn should be paId to the financI 
al economIc and employment polIcy conditions and requIre
ments related to the most fa\ orable utilIzatIon of the state pro
pem (propertj part) bemg the subject of the tender In the ca 
se regulated m thIS paragraph the offer penod of the applI
cant m\ oh ed eXIsts accordmg to the regulatlons 

26 The offerer can withdraw hIS offer an) time until the 
expIratIon date open for submlttmg the tender m keepmg \\lth 
the burden of consequences defined m the procedural order 

27 The offerer cannot demand anv pal ment from the an
nouncer for draftmg hIS offer and mu,t not po<;e am pa) ment 
demand pursuant to hIS offer under am other title 

Title 6 

TE"DER OFFER 

:8 (I) The tender otfer has to contam the detaIled and Ie 
gal1) compellIng ~tatement of the offerer \\ lth specI.!1 regard to 

TENDER PROCEDURE REGULATIONS 

a) conditIons mcluded m the tender announcement 
b) the mode of utllIzmg the propen, sen mg a~ the ,ubJect 

01 the tender or the performance of the ~er\lce as defined In 
the tender announcement 

c) tne amount of the purchase amount of compensatIOn 
(2) It the tender estabhshes the obhgatlon of grantIng col 

lateral the otfer IS \ ahd onl] If the offerer can certlf\ that he 
made a\ all able the collateral to the announ<-er or a per~on as 
sIgned b, the announcer as defined In the announcement 

29 (I) The orferer IS entitled to forbId the pubhcatlOn of 
certam fi",ures disclosed m hiS offer e\ en after the e\ aluatlon 
of the tender The offerer cannot forbId the dIsclosure of hiS 
name the compensatIOn and the deadlme of performance 

(2) If the procedural order does not rule othenVlse the of 

fer has to be submmed closed (e g In a sealed em elope) and 

on the em elope a reference to the gIVen tender must appear 

Chapter III 

Title 1 

RECEIPT, OPENL'IG A~D DISCLOSlJRE OF 
THE TE"DER OFFERS 

30 (I) Dunng the arr]\ al of the tenders the recel\ er \\ n 
tes the e\act date the tender offer IS recel\ ed on the sealed 
en' elope contaInmg the tender with the Simultaneous certlfi 
<-atlon that the tender offer I, recel\ ed 

Dunng the penod open for subrruttmg the tender the of 
fers should be subrrutted to a pubhc notarY 

(2) The public notarY makes out a document on the clr 
cumstances of the submiSSion and openmg of the offers and 
clauses after the openIng The tenders submItted up to the ex 
plratlon of the deadlIne ha\e to be opened In the presence of 
the bod\/persons conductmg the e\aluatlon and eve!) supple 
ment (thus for example the tender offer Itself and the enclo 
sed supplements) of the offer documents ha\e to be g]\en a 
senal number of e\ aluatlon 

(3) In the absence of a different pro\ IS10n of the tender 
announcement the opemng of tenders takes place In the pre 
sence of the members of the comrruttee and the publIc notary 
m a closed manner The tender announcement can state that 
the representatn e of the announcer the offerers or theIr pro 
xles and other persons m\ Ited b, the announcer can also be 
present at the openmg of the tender (pubhc opemng) The pre 
sence of a pubhc nota!) should be assured If the openmg IS 
closed If the tender announcement preSCrIbed It or m any ot
her case deemed necessarY and justlfied by the announcer 

(-1-) The pro>.) of the offerer has to certlfv hIS flhht of rep
resentatlon and Its extent \\lth a publIc document or a pnvate 
document v. nh full certlf, mg power The body conductmg the 
e" aluanon makes a deCISIon on the legalIty of the representa 
non \\ Ithout debate after IIstemng to tho~e In\ oh ed 

(J) If a publIc nOlan IS present at the opemng of the ten 
ders hIS ta,k IS especlalh to 

a) cemfv the regular proceedmg of the opemng of the ten 
ders and makes out a publIc notm s document on ItS regulant\ 

b) ~upenlses the offers as to the v correspond to form.!1 re 
qUlrements set b\ the announcement 

c) If the tenders are opened In public dlrecth after theIr 
submISSion he offers an opmJOn on the cIrcumstances of sub 
mISSIOn 
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TENDERING REGULATIONS 

Tale 2 
Judgment of the tender 

( ,9) Bld~ ~ubmltled to a tender and, ahd .Ire Jud".ed de 
p~ndm". on the decI,lon of the announcer b\ the .:1..\ Rt or 

the enterpn,e or bu,me" orpmzatlon 1m ohed or a comIm, 
>Ion con~I'tln". 01 their emplo\ ee> (heremalter tho,e enm1ed 
lor Judgment) 

,9 I [I the A v Rt I' the ,01e Juuge ot the tender the gen 

er 11 mJ.nager ot the A V Rt appomts the Judgmg persom or 

orbamzauonal umt 

(~) tor a t\\O round tender none of the bldder~ appeared 
111 the ,e~ond round or none ot the bidders tn\lted to the ,eL 
ond round mJ.de an ofter that could be e\ aluattd and v. hlch 
\\ould b:l\e corre~ponded to the requirements de~Lnbed 111 the 
111\ ([allOn to tender Thl, pro\ 1,lOn h I, to be 'lpplied duly tor 
tender, \\ nh more than t\\ 0 round~ 

(d1the J.nnounLer due to .1m aLI relJted to the Inte".nty 01 

the tender or grossl\ \ lOlaling the mtere,ts 01 the re~t 01 the 
bidders deCided to qualtt\ the tender null Jnd \old 

(e) the A V Rt m'lde u,e of II> nght ensured In POll1t 41 ]. 
to order the announcement of a ne\\ tender 

(f) atter bemg called upon the bidder failed to wIlhdra\\ 
or correLl the resef\ atlOn~ made In hl~ bid 

(g) m the case deSCrIbed In clause (40) 
(42) It the neCeSSlI) to clanf) certall1 Issues emerges dur 

mg the e\aluatlon of the bids the announcer may request 111 

formatIOn from the bIdders However tbe submItted bids can 

( .. w) It the J.nnouncement does not rule othem Ise bIds h:l\ e 
to be Judged v.nhm 30 da\> The announcer IS entitled to ex 
tend the Judgment deadhne by wa, of a umlJ.!eral statement 
The deadlme open for Judgmg the bids must not be 90 days 
e\ en after extendmg It Those II1vohed have to be notified of I 

the extensIOn ot the deadlll1e for Judgment If the announcer 
exceeds thiS deadlme the tender IS null and "Old 

I not be modified e\en then the related appro\al of the an 
I nouncer IS m\ alld 40 I The person/representau\ e of orgamzatlOn or consult 

ant particIpating m the Judgment of the tender must not be 
(a) 111 kills hIP to or c1o,e relatl\e (pomt b] of paragraph 

68) of the Cml Code) 
(b) direct supenor or subordmate on the baSIS of employ 

ment 
(c) emplojee under a contract 
(d) 0\\ ner (partial owner) If the bIdder IS a legal person or 

firm of the bidder ,\ ho has submItted a bId 
40], PrOq,lOnS of 402 must be applied e\en If an unbl 

ased e\aluatlon of the ca,e cannot be expected from a partici 
pant of the Judgment of the bId for any reason (bias) 

40 3 The partICipant of the Judgment of the tender has to 
report WIthout delay If he has an\ conflict of Interest as de
scnbed 111 POll1ts 40 I and 40 2 

404 These provlSlons ha\e to be duly apphed for e\ery 
person participatIng m the e\ aluauon of the bids 

(41) In case of debated cases of conflict of mterest and bias 
the Tender ComrmsslOn deCIdes 

41 I From among the bids the bid WIth the best baSIS and 
offenng the mo,t fa\orable condllions m ItS totalItv has to be 
selected 

41 2 If the bids are evaluated bj a commiSSIon established 
b\ the enterpnse or busmess orgamzatlOn the result estabhshed 
b\ those entItled for Judgment become valid v. nh the wntten 
appro"al of the AV Rt It the AV Rt disagrees WIth the pro 
posal of those entitled for Judgment It can further detaIl the 
conSiderations of Judgment (v.nhll1 the set of condmons diS 
c1o,ed 111 the 111" natIOn to tender) or may order the 111" nation 
of a ne\\ tender 

41 3 At Judgmg the tender those entItled for Judgment shall 
deCide "hether the tender v. as successful 

41 4 The tender IS unsuccessful If 
(a) no bid \\as submitted b) the set deadhne or the bid 

cannot be e\aluated on the baSIS of the m\natlon to tender 
(b) none of the bids submitted correspond to the require 

ments of the 111\ llatlOn to tender or to an} other pro\ ISIons 
related to the tender and the bid, or the fee sub,tantlall) dif 
fer trom the expectauon, of the announcer and the announcer 
d d not made use of hiS po~sIbIlll\ ensured m pomt 26 2 

42 I The announcer can use the bids only for evalualion 
In the e\ent of utilizatIon v.lIh any other purpose a separate 

I agreement has to be concluded wlIh the bidder 
42 2 At the evaluation of the bids If Similar condlllOns are 

agreed to the bidders (competitors) shall be preferred 111 the 
follo\,vIng order 

(a) a bu~mess orgamzatlon or cooperatl\e estabh~hed for 
I management funcuomng With the partiCipatIOn of at least 2) 
I percent of the emplovees of the busmess orgamzauon In 

\ohed 
(b) an orgamzatIon established bv participants of the Em 

plo\ee Share Ownership Program 111 the busmess orgamzatIon 
In\olved 

(c) the employee of the busmess orgamzatIon 1m 01 ved as 
mdI\ Idual entrepreneur 

(d) the property manager 
(e) the prevIOus propem manager m the event of the ter 

mmatlOn of a property management contract pro\ Ided the con 
tract v. as termll1ated for reasons that cannot be brought up 
agamst the property manager 

423 The order defined 111 subpomts (a) (c) of POll1t 42 2 
I has to be dulY applied In case of the sale of state property 
I v. nh speCial regard to the employee mvestment model 

(43) After the evaluatIOn of the bIds the announcer can 
call on the bIdders to modify their bids If the bids are of the 
same or smular content or If the announcer expects a better 

I result from the nev. m\ llaUon to tender 
43 1 The announcer may m\ lie for the ne\\ tender everv 

pamclpant of the prevIOus round or the number of the bidders 
he qualified the best The announcer does not have to disclose 
the name and number of bidders ImIted to tender 

43 2 The new 111\ ItaliOn to tender pursuant to the an 
nouncer can be realized b\ the applIcauon of reqUIrements of 
\ ahdItj governmg m the first round or b\ negotIatIOns con 
ducted \\ Ilh the bidders 

43 3 In the In\ Itatlon the announcer can define those con 
dllIOns In relation to v. hlch the bidder can make a ne\. offer 
In the absenl.e of thiS the bidder can modlfv am of the condl 
lions of hiS pre\ IOUS bid 
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4' 4 The .mnouncer 111a\ asl.- [0 certlf\ hl~ ~oh enc\ and 
pecU111,ln <;nUJtlon 

.13 ~ The announler ma\ cOnllllUJlh reque'il ne\\ offers 
from the bidders ulltll hldder~ submlt bids contallllOg bener 
londIllon~ 

4' 6 -\tter\\ ards the announcer decides on the final order 
ot the bld~ submItted 

(.+4) The commiSSIOn mal.-mg the Judgment must c.ompde 
a ~ummln report on the judgment of the tender In \\ hlch the 
main lon~lder Jtlom tal.-en Into account at the e\ aluatlon of the 
bld~ and their Justlficatlons are de,cnbed this IS appro\ ed bv 
the announcing orgamzatlon 

44 I The ~ummari report has to contain 
(a) the objecme and character of the tender the state prop 

ertv (propem part) being Its subject as well as the data re 
bted to the pubhcatlon of the m\ HatlOn (announcement) of 
the tender (competltl\ e bIds) 

(b) a short de,cnptlOn of the handlmg the number of bIds 
submmed and essenlJal data related to their content 

(c) a reference to the obsenatJon of legal regulatIOns ap 
peanng 10 the In\ HalJon to tender and other official decrees 

(dl the malll conslderalJons of e\ aluatlOn (Judging) the bids 
oplmon~ on the IOdl\ Idual bids 

(e) the summary e\ alualJon of the result of the tender pro 
cedure mark.mg the bld~ proposed to the fir';t three places If 
there IS an opportunm or If the tender was declared success 
ful 

-+4 2 Enclo:,ed \\ Ith the summan report shall be the rrun 
utes tahen on the opemng and presentalJon of the bids together 
\'dth ItS appendl\es as "'ell as the documentalJon of the ongl 
nal m\ Itatlon to tender 

Title 3 
SpecIal 1 ules pertammg to the tendenng 

of the external consultants prOXIes 
and supplIers of the A V Rt 

(-+)) The general manager acting m hiS e\c1usI've mdl\ Idual 
capaCltv pur<;uant to the pro\ ISlOns of the OrgamzatJonal and 
Operational Regulations and mte'1lal regulalJons m case of 
contracts "'!thin a 'value hrrut under the declSlon-ma\.Jng au 
thorlt\ of the general manager can estabhsh <;Implified Illdl 
\ Idual rules of tendenng rules descnbed III these regulalJons 
",hlch are not m contradiction \';Ith the fundJmental require 
ment of tendenng 

TItle 4 
PublIcation of the result of the tender 

(-+6) The announcer publIshes \\ !thout delay or at a date 
set m the m\ ItatJon to tender the result of the tender or Ill\ lta 
tJon tor competltl\e bids and accordmgl\ the occurrence of 
transferrmg to management leasehold sale or as<;lgnment tor 
,ale m the dall\ ne\\~papers defined m pomt 10 I together \\ Ith 
the Justification of the deCI\IOn 

46 I In case of an exclusl\e tender the data dec;cnbed 111 

the pre\ IOU, pomt must be presented direct" to the bIdders 
Thl<; l::lll take place b\ In\ Illng e\ er\ bidder together or sepa-

TENDERING REGULATIONS 

rateh to ~ach m \\ nun", '\0 jU~tlfilallon I> reqUired for an 
e\clUSL\ e tender 

46 2 It the Jnnouncell1~nt doe, not rule other\\ he the ot 
ficlal announcement of the re~ult of the tend~r<; announced b\ 
the A \ Rt tal.-e~ place after the com.lu~lOn of a LontraC! On 
IhJt O~CJ'lOn e\er) tact of ImponanLe lelated to the tender 
has to be dhclo'<..d to the bldder<; and the public e\cept It the 
A \ Rt oblIgJted Itself to I.-eep the information lonfidLntL..l1 
for a justliied reason 

SECTIO"< V 
CO'CLl.JSIO,"" OF CO"lTR<\CT 

Title 1 
The conclUSIOn of a contract 

(47) The announcer can conclude a contract onh \\Llh the 
bidder \\ ho \\ on the tender 

47 1 The \\ Inner of the tender IS the bidder \\ ho on the 
basl~ of the judglllg submmed the most appropnate bId III LlS 
totalLt\ from the pomt of \ lew the e\ Jluatlon con,lderatlons 
descnbed In the announcement related to the ulLlLzatlon of state 
propen) and the 0\\ nershlp lllterests of the state 

(48) If a condltLon of concludlllg a contract \\ Llh the \\ In 
ner of the tender lS a result of the tender under the effect of 
these procedural regulations IS that he has to establIsh a busl 
ness orgalllzatlOn m Hungarj the \\ Inner of the tender an 
nounced has to oblIgate himself In the contract to be concluded 
that he \\ III effect the requIrements set do\\ n In the property 
management (sale) contract to be concluded on the baSIS of 
the 1m LlalLon to tender In the deed of foundatIOn of the busl 
ness orgalllzatlOn to be establIshed (estabhshed) b\ hIm If he 
falls to do ~o the announcer IS due the nght of Immediate ter 
mlllatlon ThIs fact shall be referred to III the tender announce 
ment and the contract to be concluded 

48 2 A foreIgner has to guarantee to the announcer the con 
tractual performance of founding a company dome'tlcally 

If the conclUSIOn of the contract'" nh the \\ lllner ot the ten 
der tailed the announcer IS entltled to conclude the contract 
"'lth the next bIdder under the same conditions or to announce 
a ne\\ tender 

(49) The deCISIOn ma~lllg authontles accordmg to \ alue 
hmlt at the conclUSIOn of contract are defined b\ the General 
Manager s Dlrectl\ e on liabJiltLes dra\\ mg finanLlaI effects 
agreed to contractually by the A V Rt and rules of remIttance 
and financIal 1m estments In harmony'" nh the OrgalllzatlOnal 
and Operational RegulatIons 

SECTIOr-. VI 
CLOSI,G PROVISIO,S 

() I ) The pro\ 1"lOns of these regulatIons ha\ e to be applIed 
for tender, announled or competlll\e bld~ 111\ lled ..ltter \laJch 
I 1994 

(~2) SIlTIultaneou,l) \\ Ilh the enactment of the,e regula 
tlons the Regulatlons on the rule of tender procedures of 
Januan I 1991 lose torce 
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TENDER PROCEDURE REGULATIONS 

d) ,,b,ure, lhJt the Identlf\ 109 senJl number of e\ alu:mon 
I' named In the reJI~ter furthermore the name Jnd number of 
the d:l1l\ ne\\ spapers 10 \\ hlch the tender announcements \\ e 
re publl~hed alon!;, \\lth the dJte ot publication 

e) certlfie~ the register prepJred on the e\ aluatlOn of the 
tender 

;) a'~ure~ th..lt the prote,I'; obJectlon~ Jnd note~ announ 
~ed at the opening and dl,c1osure of the tender are set do\\ n 
m the regl~ter 

\6) The public notary IS not entitled to make a decI~lOn 
mt1uenclng the sub~tance ot the tender 

31 o\t the publH.. opening of the offers the name and he 
adqu:lrters (Jddress) of the ofterers have to be disclosed to tho 
,e pre~ent together with the essential content of the offer~ with 
the exception of those figures whose publication has been for
bidden bv the offerer 

31 At the openIng of the otfers and at their disclosure nu 
nute~ should be taken 

33 (1) The mmutes taken at the opemng of the offers has 
to contain 

a) the place and date of taking the mmutes the name and 
l.apacJ!v of the persons partlclpatmg at the evaluation and the 
name ot the person talung the nun utes 

b) the subject of the tender the dates and place of the pub 
Ilcanon of the tender announcement the last dav of the penod 
open for submmmg the tenders the number of otfers subnut 
ted tunhermore which offers were submitted bv the deadlIne 
and \"hlch were not the senal number of evaluation of the 
orlers the de~cnptlOn and number of ItS work parts 

c) resoluuons and recommendations of the e\aluaung com
mittee 

d) the shon descnptlOn of the openIng and disclosure ot 
the tenders and the short versIOn of the contnbutJOns and re 
mark.~ of tho,e present 

e) all other mformatlon \\hlch either those partlclpatmg m 
the e\ aluallon or the pubhc notarY present deem necessarY to 
set do\\ n 

(1) In the case of a secret tender an enclosure to the regis 
ter I, also the regl,ter on taIang 0\ er ensunng IdenuficatlOn 

3-1 (1) After openmg the offers the announcer can ask In
formanon from the otferers In order to make the evaluanon 
and the companson of the tenders better conductible The qu 
e~nons of the evaluanng comnuttee and ans\\ers bv the bid 
ders to them ha\e to be set do\.n m wntlng ThiS procedure 
must not result m changing the finanCIal value undertaking 
and other essentIal statements formulated m the tender offer 
It can ser. e only their Interpretatlon 

C) Persons partlclpatmg m the evaluation (Judgment) or the 
offers and consultants requested bv them ha\e an obltgauon of 
contJdentlaht\ The\ can use informatIOn gamed In their capa 
c t\ as partiCipants m the e\ aluatlon (judgment) of the offer e'l:c 
lusn el\ for the purposes of e\ aluaung (judgmg) the tender 

35 (I) In the case of a public tender a hst must be compl 
led on the persons/organIzations who took. over the tender an 
nouncement and the mformatiOn documentation or prospec 
tus \\ hlch should be enclo~ed to the register made on the ope 
mng of the offers 

(~) AI~o an enclo<;ure of the register 1<; the records of the 
announ~er prepared on the taI-.lO", 0\ er of tenJer otfer, data 
ne~e~,ary tor IdentificatIOn (~enal number on taI-.mg o\er the 
d..lte ot the po~tmarI-. If there I, am etc) 

~6 (J) A.fter openmg the ofters the e\ aluJlJon commlttee 
h1~ to e~tJblt,h \\hlch otfers are m\aIJd 

(~) It the announl.er accordlOg to the e~t.lbltshment of the 
announcer submJtteJ an m\ ahd tender because of formal rea 
son~ not ITI\ohmg the sub,tance of the offer he CJn make up 
tor the shortage~ \ oluntanh or at the annount.:r 5 reque,t 10 a 
maximum of fi\ e busmess day, The \ahdJly of the otter IS e~ 
tabhshed after the penod open for mJk.lOg up for the shortage 

(3) Those otferers \.hose tenders \\ere mJde Imahd can 
not p:lrtll.lpate m the further phase (phase~) ot the tender pro 

I cedure 

37 (I) The offer IS mvahd If 
a) It was submitted by an offerer who was not enUtled to 

p:lrtlclpJte at the tender 
b) the tender was subrrutted after the deadhne defined bv 

the announcement or after the regularly extended deadlme 
c) the offer does not comply With the content of the tender 

announcement legal regulatIons or the present procedural order 
d) In case of an oblIgatIOn of grantmg collateral the offe

rer farled to make the collateral avarlable to the announcer or 
did not follow provIsions m domg so 

e) does not define the offer pnce (fee) unamblguouslv or 
tIes It to someone else soffer 

(1) The Imaiid offer has to be regarded as If the related 
applIcant had not made an offer under the gl\ en tender proce 
dure The InvalIdltv of the offer does not Invol\e the vahdlt] 
ot the tender 

(3) An offer can be claSSified as Invalid onlv With the m 
voh ement of a lawyer 

38 The offer IS vahd If It complIes \\Ith the tender anna 
uncement III eve!) respect that IS tormal and content regul 
rements alIke 

Title 2 

E" ALVA TIOl\ OF THE TE .... DER 

39 (1) Upon the deCISIon of the announcer valid offers 
submitted for the tender are e.aluated the SPA or the state en 
terpnse or busmess partnership Ill\ohed or a commlltee rna 
de up the emplo) ees of the above (heremafter entitled for eva 
luatlon) 

(1) If the SPA IS the sole Judge of the tender a person or 
organIzatlonal UnIt defined In the Orgamzatlonal and Operan 
onal Regulations of the SPA makes a deCISion on the result of 
the tender 

40 If the announcement does not rule otherwise the of 
fers ha.e to be Judged \Hthm 30 days The penod open for 
judgmg the tenders cannot e'l:tend past 90 da\ s The penod 
open for judgment has to be disclosed to those Imol'ed In the 
tender announcement If the announcer surpasses thiS deadlt 
ne the tender IS qualified as unsuccessful 

41 (1) The representam e of the per<;onlorgamzanon par 
uClpaung 10 the Judgment of the tender or the consultant can 
not be the applIcant himself \\ ho submitted the tender or hiS 

0.1 relame or close relame (Cnd Code 68::- b) 
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b) dlreL t ,upenor or <ubordmJ.te on the ba~l~ of \\ orlmg 
relallon,hlp 

c) hi' emplo\ ee under a contractual relatlon<;hlp 
d) 0\\ ner (part 0\\ ner) It the applIcant I, a person or com 

pJ.I1\ \\!th le"al ent1l\ 
(2) Those de,cnbed m Paragraph (I) hJ.\ e to be applIed 

e\ en It .In Impartial e\ aluatlon of the case cannot be e\.pected 
trom a person pamclpJ.tmg m the judgment of the tender at 
am reason (herematter partlalltv) 

(3) Partlclpanb m the judgment of the tender ha\e to an 
nounce \\ !thout dLla} If an\ reJ.son of conflict of mtere,t aga 
m,t them e\.lsts as outlined m Paragraphs (I) and (2) 

(4) The<;e rules ha\ e to be dul) apphed to e\ en person 

partlclpatmg m the e\ a\uatlon of the tenders 

Am aCtion on the part of the bIdder agamst the mtegntv 
ot the tender or gra\ ely \ IOlatmg the mterests of the rest of 
th::: bIdders In am other v. a\ rna} cause the announcer to exc 
lude the related offer from the tender 

42 In cases of conflIct of mterest the announcer males a 
decl'ilon or If the SPA IS not the announcer the deCISIon of 
the SP -\ IS accepted as authontatl\ e 

43 (I) From among the tender offers the tender offertng the 
best condltlons In total and founded the best has to be chosen 

(2) If the offers are Judged by a comnuttee created b) a 
state enterpnse or a busmess partnership the result set b) the 
entlt\ entitled for judgment becomes valId with the appro~al 
of the SPA If the SP -\ does not agree with the recommenda
tIOn of the entlt) entitled for Judgment It may further detat! 
the considerations of the Judgment-wlthm the set of condit! 
ons announced m the tender announcement-or mal order the 
announcement of a ne\\ tender 

4.f (I) At the Judgment of the tender the entity entitled to 
judge has to decIde v. hether the tender was successful 

(2) The tender IS unsuccessful especially If 
a) no offer was submitted b) the set deadlme or a smgle 

offer \\ as submItted but cannot be e\ aluated accordmg to the 
tender announcement 

b) none of the submitted offers corresponds to the require
ments of the tender announcement or to other provlSlon( s) pur
suant to the tender and the announcer has not utIlIzed hiS op
portunlt\ ensured m Paragraph (3) of SectIon 25 

C) m the event of a two round tender no offerer appeared 
In the 'econd round or none of the apphcants 111\ Ited to the 
second round made an offer sUitable for e~aluatJOn ""hlch wo-

TENDER PROCEDURE REGULATIONS 

a,l tor InfOmlatlOn hom the offerer, Ho\\ e\ er the ,ubmIt 
ted olfers cannot be amended e\en then related appro\ al of 
the announcer IS \11\ J.hd 

(2) The announcer can utilIze the offers e\.c1u'l\ el\ for 
Judgment In ca\e of utIlizatIOn "Ith another purpose a ,peci 
al a"reement has to be made" Ith the offerer 

.+6 (I) -\t the e\ aluatlOn of the offers 111 the e\ ent that 
Identical condItIOns are offered bidders (otferers) ,hould be 
preferred 111 the folIo\\ mg order 

a) \\ nh the 2) percent participation of the employees of 
the bU,ll1ess partnership 111\ 01\ ed a bU~ll1ess partner~hlp or 
cooperam e established for propert} management 

b) an orgamzatlOn estabhshed b\ partJclpal10n of the Emp 

lo\ee Share Oll.nershlp Program of the bUSIness partnership 
1000hed 

c) the emplo}ee of the busmess partnershIp mvohed as 
mdl\ Idual entrepreneur 

d) the pro pert) manager 
e) m ca,e of the terrmnatlOn of the propert\ management 

contract the earlIer property manager pro\lded the contract' 
\\ as termmated for reasons not attnbutable to the propem ma 
nager 

(2) At the sale of state propem the order defined m Po 
mts a) c) of Paragraph (I) especial!} m the case of the emp 
lo\ee 111\ estor 1I1Il1ated model has to be dul} applied 

46/ -\ (1) Followl\1g the Judgment of the offers the anno 
uncer can call on the bidders to amend their offers If the con 
tent of the tenders IS Identical or SimIlar furthermore If the 
announcer expects more fa\ orable result from the ne"" 1\1\ Ita 

I lion of offers 
(2) The announcer can call on e\ en partICipant of the pre 

\ IOUS round for malmg ne\\ offers or a certam number of the 
bidders he Judged to be the best The announcer must publIsh 
the name of those called on submIttmg new offers ho\\ ever 
he does not ha\e to disclose their number 

(3) Accordmg to the deCISion of the announcer the new 
1\1\ !latlon for offers can be reahzed b\ appl}1I1g the \alIdll) 
reqUIrements of the pre\ IOUS round or at negotiations conduc 
ted \\ nh the bidders 

(-+) In the announcement the announcer can define those 
conditions relatJ~e to whIch the offerer can male a new offer 
In the absence of thiS the applIcant can amend any condltlon 
of hiS pre\ 10US offer 

uld complY to the reqUirements set by the tender announce- I 

ment Tms pro\ ISlon has to be appropnately apphed for ten
ders \\ uh more than tv. 0 rounds 

(5) The announcer ma) also ask the offerer for ceruficatl 
on of hiS soh ency 

(6) The announcer can asl ne\\er offers from the bIdders 
until the applIcants no longer submit offers conta1l1mg better 
condmons d) the announcer decided to m~ahdate the tender as are 

suit of the actlon of the offerer concermng the mtegnr\ of the 
tender or damagmg the mterests of the rest of the bidders m 
some other way 

e) the SPA utllIzed ItS nght ensured m Paragraph (2) of 
Sectlon -1.3 to order the announcement of a ne\\ tender 

f) after a call the applicant has faIled to \\ Ithdra\\ or cor 
rect hi, re,en ,tlons made m hi" offer 

g) m a ca,es as descnbed m Section 40 

4, (I) If the neceS,Hv emerges m the course of the judg 
ment ot the offers to elanf\ certam Issues the announcer can 

(7) After that the announcer deCides on the final order of 
the ofters 

-+7 (I) The commIttee conductIng the e\ aluatJon has to pre 
pare a elosmg report on the judgment of the tender v. hlch IS 
appro\ed b\ the announcll1g orgalllzatlon 

(2) The c10smg report must contam 
a) the objecll\ e of the tender Its character and the state 

propem (propert) part) sen mg as the subject of the tender as 
\\ell as data related to the publIcatIon of the tender (m\ 1Iatlon 
for compet1lJ\e offers) call (announcement) 
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TENDER PROCEDURE REGULATIONS 

b) the short descnpuon of the procedure the number and 
statu~ of the offers submitted and the mam figures related to 

Il~ e"ennal content 
c) a reference to complIance to legal reguiallons and other 

ottluJi pro\ 1~lons appeanng m the tender announcement 
d) mam con~lderallons of the Judgment (e\ aiuanon) ot ten 

der, opInIOns on the mdl\ Idual otfer~ 
e) a compreheO!>l\e e\aluanon of the result of the tender 

procedure nJmIng the ofterers recommended for the fir~t three 
plJce, pro\ Ided there IS an opportumty or the tender W.lS qU.l 
lIned as suc~e,stul 

(3) Enclosed the clo~Ing report should be the regl,ter on the 
openIng and dIsclosure of the tenders together \\ Ith Its supple 
ments and the documentation of the ongmal tender announcement 

Title 3 

PLBLICATIOl'Ij OF THE RESULT OF THE TENDER 

48 (I) The announcer announces hIS final deCISIon rela 
ted to the Judgment of the tenders at a date set by the tender 
announcement or WIthout such ImmedIately If possible the 
otterers ha\ e to be mvlted to the announcement The offerers 
not present at the announcement should be notified of the de 
CIS Ion \v!thout delay 

(2) The announcer has to announce the final result estab 
hshed after the e\ aluauon of the tenders so that the first three 
plJLed can be named 

el ) If the announcement does not rule othef\\lse the offi 
ctal announcement of the result of the tender announced by 
the SP; takes place after the conclusIOn of the contract 

Then e\ en Important fact related to the tender has to be 
dIsclosed to the apphcants and the general pubhc the onlv ex 
ceptlOn bemg that the SPA undertook the obhganon of sec
rec" \"lth some \Veil founded reason 

.+9 The announcer should pubhsh the result of the tender 
(or 1m natIOn for offers) and accordmgly the occurrence of 
the puttmg IOta propenv management leas 109 sale or assIgn 
mem for sale together WIth the reasomng of the declSlon m 
the same t\\O nauona] dally newspapers \IIhlch carned the ten 
der call (announcement) 

50 In the case of a closed (mutatIOnal) tender the anno
uncer dIscloses the data defined In Sectlon 49 ~Imultaneousl) 
and dlrecth to the partICipants In ""ntmg 

Chapter IV 

CO"CLLSIO" OF CO ..... TRACT, CLOSI"G PROVISIO ..... S 

Title 1 

CO"CLLSIO" OF CO'lTRACT 

::d (1) The announcer can conclude a contract onh \'; Ith 
the offerer havIng \lion the tender 

(2) The ""lOner of the tender IS who on the ""hole made 
the most appropnate offer accordmg to the e\ aluatlon consl 
de rations appeanng 10 the announcement from the pomt of \ I 
e\\ at the uullzatlon of state propert\ and to the o\\nershlp 
mteresb ot the state 

(~) Th~ SP-\ mO\ de\ late from the rule defined 10 Paragraph 

10 PRIVINFO 

(I) It th~ tender announcement contains a pos>lblllt\ for thIS 

52 The contract ha, to be concluded 30 da\ 5 upon th~ an 
nouncem~nt of the result of the tender at the latest The cant 
ract ha\ to be concluded so thJt the otter penod at the- \\ Inner 
of the tendt.r J<; still undema, 

53 (1) If .l condlllOn of condutlmg 1 CantraLl \\ lIh the wm 
ner of the tender a, a re,ult of the tender under the eftell of 
the pre!>ent prot.edural order IS that he e,tabhsh a bU!>lnes, part 
ner~hlp m HungJf\ the ""lOner of the announced tender ha~ 
to obligate hlm~elf In the contract to be concluded to effect 
the reqUIrements set 10 the propertv management (sale,) cant 
ract to be concluded on the baSIS of the tender call In the deed 
of foundatIOn of the busInes~ pannershlp to be establl!>hed (e!> 

I tabhshed) by hIm If he falb to fultIll thIS the announcer IS 
enntled \\ nh the nght of cancellallon \l.lth Immediate effect 

I ThIS should be referred to at the tender announcement .lnd the 
contract to be concluded 

(2) A foreIgner mu,! guarantee for the announcer the ful 
fiUment accordmg to contract of the establishment of .m eco 
nomIc partnership by hIm In Hungary 

J'+ (I) Upon gJVIng state propert) mto propert) manage 
ment (leasmg) or selling It the SIdes formulate the content of 
the contract to be concluded on the baSIS of the pubhshed ten 
der condltlons and the offer of the offerer who won the tender 

(2) When comptlIng the content of the contract especlallv 
m \ Ie", of obligatIOns undertaken the procedure should take 
place accordmg to the managmg dIrector s ordmances 10 force 

5) If conclUSIOn of a contract WIth the"" mner of the tender 
fatls or after slgnmg the contract the \', lOner frub to fulfill the 
contract and therefore the announcer abandons hIS mtentlon 
to conclude a contract the announcer IS entitled to conclude a 
contract WIth the next offerer or to announce a ne\\ tender 

Title 2 

CLOSL"G PRO"lSIO"S 

56 (I) The present mlemal procedural order takes effect 
on June 22 1992 Its provISIons have to be applied for tenders 
announced upon ItS taktng effect 

(2) The regulations of the procedural order ha.e to apph
ed ""hen the tender IS announced by the SPA Jomtlv by the 
SPA and the enterpnse or bUSIness pannershlp \fl\ 01\ ed furt 
herrnore \\ hen the announcer IS the state enterpnse and re 
ports the tender announcement to the SPA for approval 10 ac 
cordance \"Ith Secllon 27 of Act LIV of 1992 

(3) If every party In\ohed agrees the ruhngs of the regu 
lations can be applied for tenders announced before It entered 
mto force 

57 As regards the sale of state propertv through auction 
the Auction Regulations appro\ ed bv the Board of DIrectors 
of the SPA on Januaf\ 9 1991 are authontauve 

58 This procedural order has to be made a.allable to e\ 
ef)one lfl\ohed Furthermore It should be officlalh transla 
ted mto English French and Germ.ln 

59 In the event of the sale ot a~sets of a maJontv state 
0\\ ned companv the present regulation!> must be brought to 
the companv s attention 



Europe 5 largest ESOP organl 
7aholl has been born "Ith the es
tablishment of Centrum s ESOP 
organization -\t Its foundmg gen
eral meetmg 3500 emplovees - 70 
percent of the total number of em 
p\O\ ees - Jomed the organizatIOn 
The foundmg general meetmg ap 
pro\ ed the organizatIOn's statutes 
ot foundation elected the 
orgamzatlOn S board and signed 
the consortIUm and s\ ndlcate con
tracts \\uh the professIOnal l1l\es
tors, and Strategla h.ft consistIng 
of the management In theory the 
purchasmg consortIUm IS now free 
to sign the contract \\ Ith the State 
Property -\gency (SPA), take a 
loan from the bank and fulfill ItS 
obligatIOns 

It took a long tlme to reach a de
CISion on the sale of the 51 percent 
st.:lk.e of the registered capital of Cen 
trum Aruhazak Resz\ en)tarsasag 
<Centrum Department Stores Rt) 
The board of the SPA decided that 
the consortium consistIng of the 
compam s ESOP and MBO orgam 
zaUons could purchase the retail 
cham one of Hungarv s largest Of 
the compan) s HGF 5 billIOn regis
tered capital HUF 2 55 billion face 
\ alue shares were offered for sale 
The bu\ ers Will buy the maJortty 
stake at face value that IS for HUF 
255 billion 

Although the SP A, board declared 
the tender unsuccessful It decided 
that the sale and purchase contract 
can be signed", Ith the ESOP MBO 
consortIUm \\ hlch '" ould better en 
~ure the company s long-term future 
The consortium", III pay HUF 420 
million III cash HlJF 756 millIon 
\I; nh compensatIOn \ ouchers and 
HlJ F I 3 billIon \\ Ith E Credit The 
con~ortlum also undertook to appear 
on the stock exchange In the spnng 
of 1995 

E'l.ternal capital \\ III also be In 
\ 01\ ed 13 supplier compames of 
Centrum - profe,slOn11 In\ e~tors 
- \\ III ral!>e the companv s equity bv 
HL F 900 million \\ IthIn one year In 
additIOn Can1dmn bU~Inessman An-

TRADE 

The Centrum department store chain consists of 25 department stores and 
has total assets of HUF 9 billion The company had turnover of HUF 163 

billion last year (HUF 15 4 billion In 1992) and achieved a pre-tox profit of 
HUF 300 million (HUF 450 million In 1992) Centrum IS expected to have 
total turnover of HUF 195 bJ/IJon thiS year ami to achieve a pre-tax profit 

of HUF 450 million 

EUROPE'S 
LARGEST ESOP 

ORGANIZATION 
drew Sarlos has sent a letter of Ill
tent on ralsmg the eqult) by HUF 1-
2 billIOn Gellert Group which has 
already been operating successfully 
at several retail outlets ""ould also 
be wlllmg to Ill ... est HUF 250 rrul 
lion 

COMPETITIVE BIDDING 
IS STILL THE BASIC METHOD OF 

PRIVATIZATION 

Head of the SP4 S Tender Office 
Emll/Q R!/ .. .t. .. er palmed out concern 
IIlg the Cel!TlLIIIl deC!SIOIl t!zat the 
SPA IS selectlllg the ne\~ O\~ners 

I till ough competltn e blddmg The 
I SPA s Tender RegulatIOns stIpulate 

the procedw e 1Il detazl but the SPA 
has the OptlOll of S!gllLllg a cOlwact 
lHth somebod) else If the tender IS 
ullsuccessful 

TIle 1a\~ on pi opert) I emalllll1g m 
temporary state o\~llers/lIp stLpulates 
that after ru a successful tendels the 
SPA IS elllltied to SIgn a co/ltract 
IHth all\bod\ It jinds applOpllate 

DlIrlllg the el alL/atlOn of the bIds 
submlttedfor the pili chase of the 51 
pelcem staJ..e of CemlLIIIl A1!lha::.ak 
Rt tire el all/anon COIHI11lttee gave 
the 'lIghest SCOI e to Nem::.etr AI u 
ha::./anc Kft (Natrollal Departmellt 
Store Cham Aft) Hall el el a1 
thouglr the ESOP 'vIBO COIlSOrtll/1I! 
eal1led a 1011 el SCOI e ItS bLlsllless 

offer Has better thus IT has become 
the successful bIdder The consor 
twm wldel tooJ.. to fulfill obl!gatlOlls 
II/lICh \\ el e not lIlcluded /12 the Inl 
tlaZ tender cOlldmons thus !t 1\ as 
ImpossIble to taJ..e them lIlto cOllsld 
elQtwlI dUring the el aluatlOl1 The 

I tel1del had to be declared !IIIS[lccess 
Jul to pnorltl::.e these cOlldmolls 

It \~as not the jirst deCISIOn of ItS 
f...lIld 1Il SPA s pn~atl::.atlOlI practIce 
R!f...f...er said Sometzmes fOl IIlstance 
tl~O fimdamelltall ... diffel ellt bIds al e 
submwed to an open tender Olle of 
the bids meets the fOl mal cOlldmons 
but offels an unacceptabh 1011 pltr 
chase pnce \;\ lule the orhel offers a 
good purchase pnce but It IS IlOt 

I lalzd because of formal sholtcOI1l 

1

1IlgS In tillS case the SPA requests 
fUl ther IIlformatlOnfrom the bidder 

(

If the bIdder IS unable for e\Q112p1e 
to obtam a promIssory note '" Itlzm 
jil e da)s the staJ..e all offer must /lot 

I 
be sold to the bIdder I~ zthl1l the 
fl amel~orJ.. of tire g/\ ell tender and 

I the successfitl bidder \\O[dd be the 
one \\ zth a slgllljicantl\ 1101 se bId 

I That IS I~hen the SPA declmes the 
! tendel [(/lsllccessful alld raJ..es the op 
I 
I portlllllt\ to Slgll a contract lIuh tlte 
I bidder sllbmIttmg a bettel bid Sudz 
I declslOlls hal e beel! made so fm 112 

I jil e to eight pel cellt of the pIli a 
I tI::.atlOll cOIlTl acts 

mezo 
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ORE\. \\ ,lt~h k\\ eln Twdmg 
Hou<.e Rt \\ a~ e<.tabl1~hed by the 
t1anSfOrm'1lIOn of the state-ov"ned 
\\ J.tch and Je\\dr) Tradmg Com 
pam on December -:; I 1991 Forty 
ot 100 retail Units of the legal pre 
dece~<.or v" ere <.old accordmg to Act 
LX"\.!V of 1990 at auctions v"hile 
the remammg shops v"ere operated 
b\ the share holding com pam 

The prn atJzalJon of the compan) 
\\ a<. attempted before ilS transfonna 
tJon but no :lcceptable bids emerged 
and ~o the SPA de~lded to pn\alJze 
the company In 1\\ 0 qages The 
Board of DIrectors decIded to an 
nounce an open tender for the sale 
of the ~tate held assets for v" hlCh the 
prote~slOnal consultant Quaestor 
BlOker Hou<.e Rt \\ as <.elected 'VIa 
tender The SPA concluded the con
tract \\ nh the con<.ultant on May 13 
199::: The announcement for the 
open one round tender v" as pub 
!J~hed m the dalhe~ LJ \1ag\ ar 
01 ,zag and Mag) ar Hlrlap In June 
1992 \\ llh an August 31 1992 
deadlme for submiSSIon of the bIds 

The face \ alue of the state held 
as~eb to be <.old \\ as HUF 
606 500 000 01 Sol :::4 percent of the 
reJI<.tered capllal T\\ 0 offers were 
submttted b) the deadhne the ten 
der openmg took place on Septem 
ber I 1992 

THE TWO BIDDERS 

A, :roup con<.lstmg of 
EUI ""mell]..a CapItal CorpOl atJOn 
Je\\eloo-er Je\\elels and DI<.tnbutOJ~ 
Inc and Hemmg\\ a\ Holdmg A..G 

The onel onh foml..l11) complIed 
\\ nh the <.tlpulanon<. of the tender 
JT1\ Jla!ion but la~J...ed re.ll fl:ure~ 
and conditions \\ hlch Lould be 
e\ ~Iuated fmancl.lII\ 

Privatization 
olOre~ Rt. 

- OREX ESOP Orgamzatlona! 
Committee and the Hunganan Com
merCial and Credit Bank. Rt 
(QKHB) 

The bidders <.ubnutted an offer for 
a share pack.:lge \\ an a face \ alue of 
HL.r "'12;:, 000 at a 7-; percent rate Of 
thiS OKHB Intended to buy shares 
v" Ith a face \ al ue of HUF 
105 000 000 for HUF 78 750 000 In 
cash and the ESOP orgamzatlon 
shares v. 11h a face \ alue of HUF 
420 000 000 for HL. F 315 000 000 m 
E Cledll 

In accordance \\ nh the tender m
\ Itallon OKHB also offered a HUF 
80 nulhon capnal raIse In cash Vvnhm 
60 da) s of the conclUSIOn of the con 
tract In addltJon they requested a 
bu) mg optIOn for three:> ears to buy 
the remammg HCF 81 500 000 worth 
of shares at a 75 percent rate As a 
guarantee they attached OKHB s 
declaration of mtent guaranteemg 
both the raise of the initial capItal and 
the E-Credn Based on the offer the 
,alue of the 111\ estment totalled HUF 
41'1750 000 

Their short term plans mcluded 
the Implementation of the franchise 
S) stem In their retaIl and \\ hole<.ale 
act I' Itle, e<;tab!J<;hment of a ca,h 
and-c..lrr) department and a \\ are 
hou~e store In addmon after 
Bud Ipe<;t the, al<;o \\ anted to start 
pa\\ nmg a~tl\ ltJe~ In fh e shops m the 
pi 0\ IIlLes The consortIum s short 
and long teJJll obJeLtl\ e \\as to re 
duce Il11pOll .lnd m~rease e\.port \\ Ith 

the help of ItS own mdustnal capac
Ity yet to be establtshed 

Long tenn plans targeted the es
tabhshment of a real trading house 
v. tth a umfonn Image To thiS end 
they scheduled the redeslgntng of at 
least three shops annually Another 
goal v" as the matntenance of the em 
plo\ ment leyel 

SPA DECISION ON THE SALE 

On October 14 1992 the Board 
of DIrectors announced the JOint of 
fer of the ESOP orgamzatlon of 
OREX Rt and OKHB Rt as the v" tn 
ner of the open tender At the same 
tlme It authOrized the SP -\ to con 
elude a contract \\ Ith the bIdders 
based on the follov. Ing terms 

l) Shares v. nh a face \ alue of 
HUF 525 000 000 are to be 
sold 

2) 'Wlthm 60 days after slgmng 
the contract a capItal tncrease 
of HUF 80 mtllton should be 
made tn cash 

3) Smaller shop<. up to 25 percent 
of the total umts should be 
sold separatel\ accordmg to 
the rules of pre pi n allzallon 

4) For the rem'lmmg ,hare<; bu\ 
mg option can on I) be granted 
at a J 00 percent rate 

The SPA and the con~ortlUm 
<;Igned the pUlcha,e agreement on 
Ma\ 20 1992 the bu) el fulfilled m 
pa\ ment obltgallons 1.nd effected the 
capital raJ~e 
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PRIVATIZATION 

Privatization 
of Korona Rt. 

dc\ e10p ~ooper ulon \\ [[h th~ trolLier, 
01 the nel:hbonn= eourtrle, Centnl 
proeurel1l<-11t tholt h tt e Inere bL at 
\\ hole''lle turno\ er \\ III eljulp the 
lump In\ tor de\ <.Ioptn= the hOlOn 1 

prtCe l lte=or\ m S/ch.e~,tehe[\ Ir 
and the .,UITOUndlnd Irl I 

In the IV '-\~~ct H'lndlmg Ten 
def Hun=olloholdmg Rt \\a~ com 
ml~'IOned ro ~elI 62 7 percent of the 
~tate held ~holfes of Korona Tradmg 
and Entrepreneunal Rt WIth a face 
\ 11ue ot HLJF 2285-1-9000 as well 
as the ret:lll umts and assets of the 
compam The SPA concluded the 
contract with the consultant on 
\-larch 2) 1993 

The tender 10" Itatlon tor the ~tate 
0\\ ned ~hare package wa~ published 
on June 18 1993 m the national dal
hes Pe~tI Hlrlap and ~Iagyar 

Hlrlap and m the FeJer County 
Hlrlap 

The only bidder submitting an 
ofter \~as the ESOP OrganIzatlon of 
Korona Tradmg and Ent~epreneunal 
Rt The offered purchase pnce to
talled HuF 255 mIllIon ""hlch IS 
equl'\ alent to a III 6 percent rate 

The ESOP requested the reduc 

Hungaroholdlng Asset Han 
dhng Rt was commissIOned by the 
State Property Agency on March 
25 1993 to sell 85 5 percent of the 
state-held shares of Zeta Tradmg 
Rr ot ~agykamzsa With a face 
\ alue ot HUF 316 340 000 as well 
as the corporation s mdlvldual re 
tall umts or warehouses 

Hungaroholdmg Rt mVIted an 
open one round tender for the sale 
ot the share package on June 7 
1993 The tender announcement 
"" as publIshed 10 the dalhes 

'vIagvar HIrlap UJ 
\.lagyarorszag and Zala County 
Hlrlap 

T\',ehe bids were submitted by 
the deadhne four of them for the 
purchase of the state-held shares of 
the corporation and eIght for ItS re
tall umb 

The purchase pnce offered by 
the ESOP OrgamzatlOnal Commlt-

Hon or thl~ pur~ h l~e pilLe by the 
lmount or the db\,.Ollnt dUe to the 
emplO\ee~ Ie b\ HL F 16 ~6) 000 

THE BUSINESS PLAN 

Accordmg to the bu~tness plan 
prepared b\ the committee of the 
ESOP orgamzatIon the sh.lreholdmg 
compolnv would LonttnUe lt~ retail 
aCtIVltle~ as ItS malO prottle In or 
der to mcrease mark.et share and ef 
ficlencv thev \\ ould lIk.e to promote 
a cham store Image They ploln to 

narrow the profile ho\\ e" er the as 
sortment of the remammg profiles 
would be \lddened The abme and 
the mcreasmg proportlon of central 
procurement \\-ould allO\\ an 1Ocrea~e 
m the purchase \ olume resultmg m 
the Impro'yement of pnce payment 
and deltvery terms BeSides the ex
IstIng foreign trade tIes they \\ Ish to 

L nder the pre~ent m II h.et eondl 
tlun~ the\ do not pi III to tnlre ht. the 
profit m..lrgm but to lehle\ e hl:hel 
profit- through tnLre l~eJ ''lle~ 

Short term pl..ln, fore~ee de\ clop 
ments \\ hlLh do not reqLllre 1m e~t 

ments In\estmenb :tre to be molde anI) 
at a later ~tage b\ Imol\Ing the capl 
lal ot dome.,uc and torelgn producers 
-\s for emplo\ ment the pIan~ are 
mamh confined to the reorg:tnIz \twn 
of the eXI<;tlng \\ork.torce bv tnLre'l~ 
109 the number of producU\ e statt 

Pn, atlzatlOn can be l.onsldered 
successful ~tnce the ESOP org'lOl 
zatlOn ha~ 2SS members (92 percent 
ot the emplo'ee~) and the prep'lred 
busme~s pohcv guarantees the 
company ~ sucLesstLll operatIOn 10 

the future 
The SPA concluded the s'lles con 

tract \\ Ith the ESOP organIzation on 
'0\ ember 22 1993 and the buyer 
fulfilled ItS contractual payment ob 
lIgations bv ,he deadhne stlpu!..tted 

Privatization 
of Zeta Rt. 

tee amounted to HUF -WO 000 000 
139 percent of the face value 

By the tIme of submiSSion 6-1-
percent of the staff - 325 employ
ees - announced theIr mtentIOns to 
establIsh an ESOP orgamzatlOn 

THE BUSINESS PLAN 

The bIdders sun e"ed the mar
ket positIOns nnah zed the esti
mated tendenCies for the penod of 
1993-95 and prepared a busmess 
polIcy and techmcal de1lelopment 
plan accordlOglv 

Busme<;s plans fcclls on devel
opmg the \" hole~ale activIties con-

I tmumg and expandmg production 
launched 10 1992 and shortemng 
the dl"tnbutlon ch..l1O through cen 
tral procurement '\~ a result the 
balanced supph and moderate pnc 
mg are expected to le'ld to 10-

creased profit margms and sales 
re\enues 

The\ WIsh to conttnue the re 
constmctlOn "tarted 10 1993 since 
thl!> IS m harrnoO\ \\ nh the bus mess 
plans Thev also \\Ish to toster the 
eXlstmg umform "Zeta Image v.lth 
a brand name tr..ldlng cham In the 
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"hOIl lun th~\ phn to leduL<~ the 
"t Itt h\ I t e\\ ]'1.. rcent 

long tel m plJIl<; em 1~IOIl the 
e,tabh,l mem 01 ~hoppll1: It.ntcr<; 

The St.!\\.. Plopelt\ -\henc\ 
111 Ld~ a deLI'lon on the ,ale of the 
SP-\ helJ ,h.1le, of Zal~IIPJrker Rt 
on -\u",u,t 1 q 199'. The 111\ Itauon 
lor an open one round tender v.as 
publi'hed 111 the d.lIlres Mag' ar 
'em7et and Z,lal Hlrbp on Au 
gust, I 1993 m PesU Hlrlap on 
September 2 and on the ne,t da\ m 
all three p.1pers 

Offer~ could be <;ubmmed for the 
purl..h,~e of the stJte held share 
pJ.ckage \~ Jth a tace \ alue of HlJF 
~2~ 225 000 aLcountmg for 6073 
percent ot Z.1IJ. Count) Industrial 
PlOduLl Tr.1dmg Rt s registered 
capItal -\ ~hare package v.nh a face 
\ alue of Hl F 69 8")2 000 represent 
II1g 10 perce')! of the registered capl 
tal \\ a~ to be "old for compen~auon 
\ oucher" Tender COndltlOn~ also en 
abled the bidders to pay some of the 
remall1mg amount 111 compensation 
\ ouchers and to use E-Credlt for the 
amount of purchase pnce exceeding 
the earne~t mone\ 

The on1\ bid recel\ed concerned 
the \\ hole share p'lch.age It \\ a<; sub 
ml.ted b\ a consortmm conslstmg of 
the ESOP Orgal11zauonal Conmuttee 
of Zala Count\ Industrial Product 
Tr Idmg Rt Andra<; Barta and hiS 
partnels a" a group of prl\ate Imes
tof'; and BudJ.p6t Bank Rt 

The offered pUl chase pnce 
amounted to HL'F "+"i0 000 000 
equ.1lJ 111£ 'l 106 08 percent rate 

PLANS FOR BUSINESS POLICY, 
EMPLOYMENT, DEVELOPMENT 

-\ccOldlng to the baSIC aCU\ ItIes 
of ZJ.1..11pal!-..er Rt the bldder~ \\Ish 
to conunue thl.. retail trade of a v. Ide 
sc lIe of Llothmg and mlscell,meous 
Il1du'lI nl producl\ The\ abo v. ant 
to pi 01110tL the comp'lm s \\ hole,>ale 
and lorelgn tr.1de Jctl\ltles The\ 
\\I,h to operJIL the cOlpontlOn as a 
competltl\ e cham \\ hICh can salIsf\ 
mal !-..ct demand" 

on bu~\ TO Id~ \\ nh good p Irkll1,," 
tacllmes 1m oh ll1g outSide re
<;Ollrce~ 

The sJ.les lontract \\ 'l~ <;I.;ned 

PRIVATIZATION 

b\ the SP-\ 'md Zeta Tr.ldlll: Rt " 
ESOP org.1nIz,t!on on DeLemhl..1 
16 1993 J.nd the bl1\erfulfilkd hi" 
contrJ.dtlal p'l\ ment oblIgatlon<; 

Privatization 
of Zala County 

Industrial Product 
Trading Rt. 

(Zalaiparker Rt.) 
The future slogan of Zalalparh.er 

Rt s busmess phllosoph\ IS 
Zalalparker belongs to the custom

ers To thiS end the) Wish to ac
complIsh the follov. mg comprehen 
Sl\ e strategIC plans 

- to mcrease the effiCiency of 
flell.lbllIt) and a<;set utIlIzatIOn bv 
seizing the opponullltles stemnung 
from the cham store form 

- to halt the decrease m marh.et 
share and determme the mar1..et seg
ment!:> \\ here grov. th can be 
achle\ed 

- to further centralIze procure
ment m order to tah.e ad\ amage of 
less e\.pensl\ e sources of suppl) 

to mtroduce a ulllform 
Zalmparh.er pnce for their major 

products 
- to re\ lew profitablht) contmu

ousl) \\ nh the bar-code S) stem 
- to promote the commercIal and 

techlllcal de\ elopment b) m\oh mg 
outSide financial resources 

The\ ha\ e the follo\~ mg plan" for 
emplo\ment 

- due to the e'l.p.l.nSlOn of retail 
and \\ hole~ale aCll\ Iue<; the num 
ber of emplo\ ees IS e,pected to 
gro\\ 

- aCLOI dmg to theIr medium and 
long term pl.1n" the\ create nev. Job~ 

m the nev. umts to be bUilt outSide 
the count) 

- the centrahzatlon of procure 
ment and pnce calculatIon tasks 
v,lth the use of computers shall be a 

J major factor m keepmg the emplo\ 
ees wor1..mg m the mam office 

- temporary emplo\ ment prob 
lems are to be soh ed b\ the e'pan 
slon of the part time labor S\ stem 

Concernmg the de\ elopment of 
the store cham the\ place a hIgh pn 
ont) on the de\ elopment of the ex 
I<;tmg cham medIUm term plans m 
clude m\ 01\ emem m the construc 
tlon of shopping centers on the out 
skIrts of cIties and the\ also mtend 

1 to open stores outSIde the county 
As a member of the consortIum 

Budapest Bank Rt undertook to raise 
the regIstered capnal b\ HUF 70 mil 
hon \\ !thm 1 SO da\ s after sIgnmg the 
contract 

The Board of DIrectors of the 
State Property Agenc\ declared the 
tender "uccessful on December 8 
1993 The prelImman sale" contract 
betv.een the St.1te Property Agency 
and the con<;ortlum \\ a" !:>Igned on 
December 22 199': accordmg to 
V.lllCh the tmal contr .lct ,hall be 
"Igned follo\\ mg the regI"lntlOn of 
thl. ESOP org'IlIZ.11IOn 
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THOUSANDS OF HUNGARIAN 
OWNERS IN CENTRUM 

Strategla h.ft the compam formed b\ the management 
of Centrum .\ruhazab. Rt transferred 23 percent of Its 25 
percent stake Ifl the department store chaIn to a consortium 
of food and clothIng supplIers 

The Centrum department store cham, ,\hICh ha~ regis
tered capItal of HuF 5 bIllIon conSISts of 25 department 
stores and ha~ total assets of Hl!F 9 billIon The company 
had turno'er of HLF 163 bIllIon last \ear (HlF 15'" hil 
lion In 1992) and achle' ed a pre ta'\ profit of Hl F 30 mIl 
hon lHLF 450 mIllIOn In 1992) Centrum IS e\.pected to h:ne 
total turno\ er of Hl F 19 5 bIllIOn thIs' ear and to achle\ e a 
pre ta\. profit of HLF ~50 mllhon 

"hat has recenth happened to a Hungarian compam IS 

a real Central Eastern European success ston the ESOP 
orgamzutJOn and the consortIUm of Stategla hit \\as able to 
bm 51 percent of Centrum Department Store~ Rt s shares 

It \\0.;, preciseh one year ago th:lt \\e mdicaLed to the State 
Propert\ -\genc\ that \\ e \\ ere fed up \\llh the uncenaInt\ sur 
roundIng Centrum s pm atlzation and \\ anted to make ~tep~ our 
sehes remembers \Irs Tamas Delles head ot the compam s 
economIC department 'Nho also head~ the ESOP organizational 
commIttee \\le asked each of our .1200 emplO\ee~ abouL theIr 
opinIOn of our plan Three thousand of them agreed mstanth to 

set UD an ESOP organIZatIOn and submIt :J. bId for the Rt 
.;ccordrng to the regubtJons 25 percent ot me emplo\ees 

ma, alreadY form an ESOP orgamzatlOn :J.t Centrum beSIdes 
I the 3000 employees 230 medlUm- and hlgh-le\el manager~ also 

• 
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HAp-eli-fA 
decided to Lal,.e pJrt In pm auzatlOn The SPA Intended to ,ell 
~ I percent (If the assets amountmg to HLTF 2 "I, billion The 
empl(l\ ee, had Hl F .. CO millIon cash Hl F 720 million \\ onh 
of -ompen'lLI0n \ oucher, and the rest \\ as settled from E Creda 

El er) bodl for the bllSl1leSS orgalll;:.atlOll 

Hall cOllld the emp/Glees 1111/ the tellder agalllst II ell 1..1101111 

multlIIatlOllals that also lIallled to get l//lobed //I the 
prn atl::.atlOlI oj Celltrum? 

Because \\ e \\ anted It so badly The SPA s de('lSIon \\ as Just 
SInce our emplo\ees ha\e been bUlldmg the future of our com I 

pam e\ en under the difficult circumstances of the recent} ears 

Vv e prepared a medIUm term bUSIness plan for overcormng the I 

dlfficulnes of our 25 member chaIn store and started to reno\ ate 
the retrul Units e\ en though we did not hnO\\ \\ ho the news 0\\ ner 
\\ould be ~nd the company survived 

Capztallzas luzed up 

The CenTral Eastern European success ston has not ended 
\et E\en before the sales contract \\as Signed b\ the State Prop 
ert\ Agenc\ and the buver It had Increased In \ alue An Amen I 

can bUSInessman of Hunganan ongIn Endre Sarlos turned up 
and made a seemmgl) me\ocable promise for a HUF 1 2 bll 
hon capnal Increase to the representanves of the ne\\ o\\ners A 

AFTER PRIVATIZATION 

Hunganan and a \\ estern banI-. are abo \\ aItmg III Ime hopmg 
that the) ma\ pamclpale m the bUSIness \\ ah Hl F 900 nulhon 

Olle call1/ot el ell spelld tillS much mOIlC) 

Each fonnt has a place We \\ould hl-.e to unIf\ the Image 
the eqUIpment the assortment of our departments store~ B\ m 
troducIng the bar code S\Slem \\e could slgmficanth reduce our 
pnces \\ e plan to Install a nel,\, escalator m Con m and \\ ant to 
wn,form the \\hole fir~t 1100T mto a supermarl-.et Reasonable 
pnces the best qualm for the 10\\ est pnce - thiS IS our slogan 
Vve ha\e al\\a\ s been the storeforthe middle class for families 
- and \\ e \\ III be tar,getmg the same class m the future 

n zll the customers also 
become o}1.llers? 

n lzat IS gomg to happell to the remallllllg assets oj Cen 
trum Rt ? 

We requested a preemption nght for them and If e\ erythmg 
goes v. ell we can buy part of them Of the rest 25, percent 
belongs to the SPA 13 5 percent to the local authonues the re 
mammg part IS preferential mdl\ldual shares It IS also conce]\ 
able that the company v. III be mtroduced onto the Stock Exchange 
m 199, most hkel) Hov.e\er the remammg assets v. III be sold 
under the Small 1m estor Share purchase Program In thiS case 
our customers v. ou Id also become our bus mess partners' 

Retrallll1zg lIZstead of dlsmlssals 

When pmatlzatlon IS completed by ESOP orgamzatlons It 

usuall} also means preservmg the Jobs although our colleagues 
also had to face the fact that they nught be dlsrmssed e\ en If 
the, are ol,\,ners says Gyulo Gallo SOCial preSident of the Trade 
Union of Commercial Emplo\ees "'ho takes part m Centrum s 
pm atlzatlon iumself For us illS a secunty that the ESOP and 
MBO mSlsts on contmumg the basiC actl\lUes that IS retrul trade 
therefore guarantees the present number of Jobs 

On the other halld, the ullljicatlOlI oj the assortment al/d 
procuremellt ,",zll make staJJreductwlllnevuable III theJuture 

We thmk that mstead of dlsrmssals we can only resort to re 
tralllmg thiS v.ay our gams double FIrSt, we I-.eep our expen 
enced colleagues and second their retralllmg does not cost as 
much as the tralllmg of a nev. emplovee hired from off the street 
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FINANCES 

In 1993, Ihe Hilelgarancla RI {Loan Guarantee Rt} Judged 
more than 400 guaranlee requests Banks asked for a 10101 01 HUF 

6 6 brllIon guarantee lor HUF 11 3 blJlIon worth af loans, but the 
RI extended only HUE 3 7 billIon guorontee lor HUF 6 8 btllron 

worth of loons The Loon Guarantee Rt had to refuse some of the 
requests because business plans were not well founded The HUE 8 
bllhon guarantee !tmlt of Ihe Rt IS to Increase to HUE 10 bllhon thIs 

year the Rt has recelvea a government promIse that lis prIme 
capital WIll be raIsed by HUE 1 bIllion at ItS general assembly at the 

end of March 

First year of 
Loan Guarantee Rt. 

, .~ • ; '~.' I .,," ".. '" ~ 't ...... <. . " ~ .. 

The Loan Guarantee Rt (pnme capItal HUF 3 5 blilton) 
was established In 1992 bv the state (57 percent) 25 bank.s 
and 40 savmgs cooperatives (36 percent) and Interest repre 
sentaUon orgamzatlons of vanous busmesses (seven percent) 
The functIOn of the Rt IS to extend paj Ing guarantee to loan, 
extended by financial mstltutlons to small and medIUm sIze 
\ entures for a gUdfantee fee Through this bank.s credltmg 
mk IS reduced and thus thev can proVide loans for Viable \ en 
ture, 'W hlch don t hay e enough resources to fund the loan 

When Judging the guarantee the Rt does not dlscnnu 
nate accordmg to actlvlty type of bUSiness loan arrangement 
or regIOnal situation Bela Nador head of department In the 
loan Guarantee Rt explained the same condltlons applv to 
e\ ervone The Rt s guarantee can be utlhzed bv natural per 
sons c1as~lfied as natne according to foreIgn currenc) regu 
lations busme,s partnerships and cooperatives o\vned bv 
them (provided the other owners or members are also natl\ es 
according to foreign currenc) rules) and ESOP organIzations 
'WIthout anv hmlt to actlvlty A condition of pavmg 
guarantorshlp IS that the number of full time employees at 
the requesting company does not e)(ceed 300 at the time of 
draWing the loan (There IS no such hnut With ESOP organI 
zatlOns) 

For bu~me~, oro= mlz 1t1On~ unoer banh.ruptc., or Iiqlllda 
t on proLedure the Rt doe, not exteno gll.lr mtee It abo re 
tu,e, gU.lr Jntee, tor the gl\ en tr In,:lLtlOn \\ here th~ debtor 
hJ' alre.lo, .l,h.ed tor or reLeI\ ed the gU.lrantorshlp d,e\\ here 
Tho,e \\ ho h \\e pre\ lOU,l\ uulIho the ,~r\ Ice at th~ Loan 
GlI.lr.lnt~~ Rt or .lnother m~tItutlOn mo h.l\ e t.llko to tulfill 
their p.l\ ment obb.:-1tIOn \,,!thm three ,e.lrS \\lII.lbo be turned 
do\\n 

The Loll.ltenl securIt\ ot thL La In Guarantee Rt must 
be reque't~d b\ the b.lnh. atter It h \, Judged tre 10 \n reque,t 
and the dl,bursement of the loan I, I[npeoLd onlv b\ .ldequ.lte 
tundmg Collateral ,ecunl) can be u,ed b\ LommerLlal b.lnb 
and speclaltzed tlnanclal m,tItutIon, \\ lIh .1 share 0\\ ner,hlp 
of .It le1~t HUF 10 mIllIOn nomtnJI value In the Rt and sa\ 
mgs coopera!l\e~ \Vlth a HliF I million share pad.'1ge \0 

the Rt 

II ASSURED" lOANS 

The Loan Guarantee Rt extends guarantee for de\ elopment 
loans l \\ hlch can be from own resource Nallonal Ban\... of Hun 
gaf\ financed or any other loan of the finanCIal mSlllUtlOn) 
pmattzallon loans (e g EXIstence Credit ESOP arrangement) 
reorgJruzatlOn loans and workmg asset loans ot an at le.lst SI'( 
month penod extended to small and medmm size ventures If 
the E Credit IS rental nght IS related to sale ounng pre 
pn\atlzatlOn or the credit dra\~er has alreadv concluded the 
purch~e and sale contract for the asset to be purchased with 
the ulllIzatlon of E CredIt and It has tah.en effect the Rt should 
not extend pavmg collateral secunt} 

AAPPROVED GUARANTEE REQUESTS BY TYPES OF LOAN 

Tvpe of loan Number DIstrIbutIOn Guarantee DIstnbutIOn 
(%) I1flT thousand) (CO) 

E Credit 11~ 3137 88., ~O) 237..+ 
ESOP 16 -+-+8 7)9 ~76 20.11 
Export 1 028 1..+ 9-+3 0 .. 1-0 
Japanese 104 2913 80) I~) 2164 
\'.orId Bank 39 109~ 18-+ 3"'0 496 
Reorgaruzallon 71 1989 936971 25 18 
Development 13 364 136 3~ I 366 
\vorktng asset 028 647 002 
Total 357 10000 3n0859 10000 

APPROVED GUARANTEE REQUESTS BY TYPE OF ENTREPRENEUR 

Number 
200 

Amount of guarantee 
HUF thousand 

2500 

150 2000 

100 1500 

50 
1000 

500 

Partnership ESOP COOP Private lector 
COOP Pnvale sedor ESOP 

Type of lenture Type af vanlure 
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BANKS ENTITLED TO REOUEST 
(OLLATERAL SECURITY 

Hunpnan CredIt Bank 
OTP B:mk 
Postab:mk 
IBLSZ Bank 
CredItan<,alt 
Dunab:m).. 
lnnofinance 
lnle,tban).. 
honzumbank 
hlantum Bank 
\1ezObank 
Leunu Credn Bank 
Conmb:mk 

CommerCIal Bank 
Budapest Bank 
Hunganan ForeIgn Trade Bank 
Agrobank 
General Bank..tng and Trust Co 
\\ estLB (Hungana) 
Inter Europa Bank 
I parbanlJ1az 
Central European CredIt Bank 
MHB Dae\l.oo Bank 
Hunganan Sal mgs CooperatJ\e Bank 
Realbank 
Polgan Bank 

Guarantee can also be reque~ted for foreIgn currenc.., loans 
but el en then the pa\ mg collateral securltv IS e).tended m 
fonnts ~a\ s '\ador ThIS tIme the guarantee corresponds to 
the amount of the pnnclpal plus mterest and fee calculated m 
fonnts at the medIUm rate of the !\auonal Bank of Hungaf) 
\ ahd at the time of the conclUSIOn of the contract and the col 
lateral ,ecunt\ does not e).tend to the rate nsk stemmmg from 
the change of the foreIgn exchange rate The maxImum pe 
nod oflmns en,ured \\Jlh pa\mg collateral secunt\ IS 1:> \ ears 
\1 lth fonnt and foreIgn currenc\ loans alIke 

EXTENT OF COLLATERAL SECURITY 

The ma.\lrnurn e).tent of guarantee extended b} the Rt \\ nh 
a ,mgle applIcant tor loan IS HUF 100 million and 80 percent 
ot the loan dra\\ n (amount of pnnclpal plus mterest plus fee) 
at most .l. smgle apphcant for loan may request loans dIsbursed 

FINANCES 

APPROVED GUARANTEE REQUESTS BY GUARANTEE 
AMOUNT 

Guarantee 'umber DlstnbutJOnCollateral serunt, Dlstnbuhon 
amount 1'( ) (Htf thousand, (CC) 

BO I0\\ HLF I n tilton 48 I, ~) ,1960 097 

HLF I ~o mllhon 261 IJ II l·b7130 J862 

HL F 20 )0 IlUlhon 31 868 89J 6)~ 2402 

HlJF '0 SO mIllion 9 2 )2 18) 401 I' 7J 

80 100 IlUlhon 6 168 )67781 15 :!6 

HL'F lao mll!ton 2 016 200 9J' ) 40 

Total 3~7 10000 3,720 8~9 10000 

For the E Credit the amount of mterest plus fee must not 
exceed 25 percent of the pnnclpal \\ Ithm that the amount of 
fees should not e).ceed four percent of the pnnclpal guaran 
teed 

DISTRIBUTION 
BY GUARANTEE PERCENTAGE 

Guarantee \umber DistrIbutIOn Collateral securlh DlstrlbulJon 
amount (r;.) (HrF thousand) (o/c) 

20 4 1 12 14786 040 

2050 94 2633 1 198133 3220 

5070 155 4342 1 325 169 3561 

70 SO 49 13 73 644 7'2.7 1733 

80 55 1541 538045 1446 

Total 357 10000 3720859 10000 

The pa\ mg guarantorshlp of the Rt does not extend to the 
1\ nh the collateral secunt) of the Rt prO\ Ided that the actual 
amount ot pa\ mg guarentees e\tended b} the Rt does not e). I 

ceed HL F 100 mllhon at the same nme 

amount of the fee of collateral secunty the surplus Interest 
charged for arrear~ on the part of the debtor and the amount 
of interest subsld\ at reorganIzation loans 

Number 
80 

70 

60 

50 

40 

30 

20 

10 

~ 
" 
~ 
" ~ 

~ ~ ;; 
~ 11 

~ 1 
'5 

~ ~ ~ 

~ ~ ~ i E .::: 
~ 

~ is 

Bronch 

APPROVED GUARANTEE REQUESTS BY ACTIVITY 

r j - -= 
J ~ "" .:§ 

~ 

Amounl of guoronle. 
HUF Ihou,and 

800000 

700000 

600000 

500 000 

400 000 

300 000 

200000 

100000 

-;;; 
~ 

f 
~ 

f j ~ 

-i 11 '" 
~ 

-a -g 
~ ~ 

'5 

~ ~ j ~ '" ~ ~ ~ e 

'" i .§ .:§ § 1 f ~ ~ 

"" 
Bronch 
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FINANCES 

COSTS OF COLLATERAL SECURITY 

ApphLanh tor thl! 10Jn hJ\ e to PJ~ a f~1! for LOllJterll ~e 
Lunt\ \\ hlLh Lon,l,ts ot 1 onl! time Jdnllnt,tr.lllon tee Jnd J pa\ 
In", LollJterJI ,eLUrtlj k~ pa\ Ible JnnuJllv 

The one ume 1dmlnl,trJUOn fee h I, to be p .. ud Jt the ~ub 
ml»lon ot the r~que't and Ih proportIOn I~ one percent ot the 
PJ\ mg Lolilter:ll ,I!cunt\ reque,ted but:lt IeJ,t HL F 20 000 If 
the reque,t I, rdu,ed the Rt retund,)O percent ot the Idmlll 
l,trJtlOn tee or It the Jdmllll,trJtlon ke e~cel!d, HL F 200 000 
thl! .lmount e~Ll!l!dmg HL F 100 000 I> retundl!d to the rl!qul!stor 
ot thl! 10Jn 

For E Credit the one Hme :ldmllllstrallon Il!e I~ lo\\er but 
It IS nO( retunded by the Rt m case of retu,al The proportIOn 
ot tees b\ appltcant, for loan 

- H U F 5000 II! jor loall promlSsorl made Ollt Jor all a/llOllllt 
beloH HUF 5 mIll101I 

-HUF 20 OOOJora loan prummorl made owjora/Z amOlllll 
oJ H(;F ) 50 IIlllllOll 

- H['F 100000 Jor a loall prOllllSSOrl nIL de out fOl all 
afllOlillt erceedlllg)O mliilOn 

The pa}mg guarantee fee payable annually IS set on the ba 
Sl, of the debt assured by guarantee and IS one to three percent 
ot thiS The fee has to be paid for the firs-t llme wllhm eight 
daH ot concludmg the guarantee contract and ItS proJecllon 
ba>e IS the recel\ abies e,(lstmg at the lime ot the Lonc!u,lOn of 
the contract Later the fee ha, to be paId once a \ ear b\ Janu 
an 25 on the baSIS of recel\ables \.hlch e,(lsted on Delember 
~ 1 of the pre\ 10US year or m the case of E Credlt on the baSIS 
of the mean annual recel\ able ensured bv pa) mg guarantee For 
the magnttude of the guaranteed loan decreases proportIOnately 
bv everY mstallment as the collateral secunt, al\.avs e'(tends 
0\ er the ongmallv undertaken rallO of the current debts 

In 1993 the average ratIo of the paymg collaleral secuntv 
pa\able annuallv was 1\',0 percent that of workmg asset loans 
three percent annuall. 

RESOURCES OF THE LOAN GUARANTEE RT 

In 1993 the Rt was able to grant an HL""F 8 billion pa\ mg 
guarantee \v hen setttng the e'(tent of guarantee the pnme cap I 
tal (currentlv HUF 3 ) btllton) IS taken mto conStderallon Its 
\ leld (for the pnme capital IS beanng mterest as a bank. depOSit 
or secuntv m\estment) re~enue~ from guarantee fee e\lent of 
nsk (70 percent on the a,erage) reguarantee by the Small En 
trepreneurs Guarantee Fund (ItS e'(tent IS 70 percent meanIng 
the actual nsk of the Loan Guarantee Rt IS about 30 percent) 
as well as the e'(pected proportIOn ot faIlure "ruch has been 
e~tlmated at 35 percent 

As the pnme capItal cannot be con~umed the deposit port
folto has to bear such a \Ield \\hI~h afterdeductmg operallonal 
co,ts funds the fulfillment of pa,ment obhgattons necessltated 
b\ e\ emual faIlures Calculating \\ Ith a 3) percent ratIo of taIl 
ure and tn \ Ie .... of the 70 percent reguarantee of the Small En 
trepreneurs Guarantee Fund the Loan Guarantee Rt has to pos 
se,s at least 10 11 percent ot the current amount of guarantee 
to be able to perform pa\ IOJ collateral securtlv "0 guarantee 
ha~ been redeemed ,0 far Othe]"\V!';e thanks to computenzed 
records the\ ha\e up to date precise IOformallon about to \.hat 
e\ten! 'le fU"ld ha, oblt;o-Jled Ibelt s;uJ \Jdor 

STATE MONEY FUND FOR REGUARANTEE 

The obll", ItlOn~ 01 the Loan Gu Inntee FunJ h l\ e been 
regu Iflnte~d Q\ the SmJII Entrepreneur\ GUlrJrH~': Fund a 
'I!P Ir Ill!d ,t Lte mone\ lund .I.; of September 199~ The e\ 
tent ot re",ll Inn tee I> 70 percent ot tho,e ilJbtlltlc:, at the Rt 
\\ hlLh corre,pond to J. contract LOnLiuded bem ~en the Rt and 
the Fund Thl> mean, that It the pertorm IOLe ot the ~oll..llerJl 
seLunt\ ot the Rt come, due then onh .)0 perLent ot the 
'mount I, pJld b\ the LOJ.n GUJrantee Rt and the remJlnlO", 
-0 percent ot the recel\ able; ha, to be settled b\ the Fund 
For the habllllle, ot the Fund the Lentr .1.1 budget I, the gu Ir 
antar 

The pnmary source of the Small Entrepreneurs GUJrJntee 
Fund 1> an amount a1loLated by ParhJment trom pn,atlzallon 
re\ enue, sa), Er...sebet Balas Sebesl)en the fund manager The 
Fund can tn\ e,t temporanlv free finanLial :l"ets IOtO ,tate ~u If 
anteed securtlles or Lan depo,1t It at the Nallonal Bank. at Hun 
gary and thus the} can e~pect Interest and rate J .. uns Their re\ 
enues \\111 be IOLrea;ed b) PJ~mg gUJfJntee trom the 10ID debtor 
a, .... ell as the part of the amount collected 1fter redeemIng the 
reguar Jntee as set tn contralt Howe\ er there ha, been no re 
deemed guarantee and thu~ redeemed reguarantee either so far 

In 1992 the State Property Agencv paid HL F 2 bllllon ot 
pn\ atlzatlOn revenues to the Fund Sebe,t,en e~plJlOed The 
Fund acqUIred the HUF ~ btlhon re\enues earmar!..ed bst \ear 
HL F 2 btlhon came from the SPo\ and HUF 2 bllhon was trans 
ferred to the Fund b\ the central budget a, ad\ ance PJ\ ment 
tor the SPA In 1993 the Fund reahzed HuF 200 mllhon tn 

Interest gatns as the HCF ~ btllIon hlt the Fund onh 10 '\Io 
\ ember and December 

Pursuant to the 1994 budget law the fund can e\pect an 
other HUF ~ billIon from pmattzauon revenues 

For the lime bemg the Small Entrepreneurs Guarantee Fund 
extends reguJfantee onl \ for the lIabilIties ot the Loan Guaran 
lee Rt Later ho\\ e,er thiS lund Will e'(tend loan preterence to 
loans e'(tended to purchase assets of venture, under bankruptc\ 
or lIqUidatIOn procedure The arrangement IS sull to be dralted 

Zsuzsa Barna 

APPROVED GUARANTEE REQUESTS BY COUNTY 
Amount of guoranlee 

HUF thou50nd 
1 000000 

800000 

600 QOO 

4QO 000 

2000eo 
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A conference held by the State Holding Compan\ recelLed 
the partIcIpatIOn of members of Boards of DIrectors and SuperLlsory 

Boards of 162 companies under Its supervIsIOn Leadmg personalItIes 
of the holdIng company vOIced at the conference theIr e'Cpectatlons 

of companIes assIgned to them 
A publIcatIOn on employee ownershIp u.as avaIlable 

to partIcIpants of the conference 
PRIVINFO also publIshes here the pohey of the State HoldIng Company 

related to employee olLnershlp 
The government decree on the £'Clstence CredIt and the 

ESOP law were publIshed m PRIVINFO 1993/9 

INTRODUCTION I clples to [hl~ are summed up by PJTlia 
I mem Decree No 99/199, (XII 24 ) on 

The Board ot Dlrector~ of the State the Propert\ Pollc) GUidehne~ of 1994 
Holdmg Compam ha~ set the object!~e I 

of acceleeatmg pn\at!zatlon processe~ Objectn es of emplovee owners/lip 
Theretore It IS especl.llly tImely that m I are the efticlent al!oc:lIJon of Intel 
the Interest of legal regul.lllons and gO\ lectual and human resources m the eco 
ernmental expectations the Board of 
Directors of the State Holdmg Company 
draft ItS pollC\ related to employee own 
ershlp 

The State Holdmg Co has alread) 

nomIc sen~e the Increa~e of the effi 
CJency of companies b\ puttmg employ 
ees m an Interested posIIIon and the e'( 
p:lnsJon of pnValIZ:llIOn demand 

\ 

discussed ItS concept concerning ern I PRINCIPLES OF EMPLOYEE OWNERSHIP 
plo\ee m\-nershlp but no adequate peac ACQUISITION 

I 
lice can be set \\!thout clanfYlnl:! theo 

I rellcallssue~ In the fol!m\-mg the legal 
I frames of emplo\ ee 0"' nershlp acqulsl 
I I tlon the obJeClI\ e~ or the government S 
I polrC) and the speCIfic conSIderatIOns of 
I the State Holdml:! Co are summed up m i the mterest of h~onY between the ex 

ISlIng practlce of the State Property 
i '\genc\ and the set of pnnciples to be 

formulated b\ the State Holdmg Co 
I The liming of thJS IS Justltied by the fact 

that the Board of DIrectors of the SPA 
requested In a re~olutlon the manage
mem of the SP -\ to InJUate at the State I Holdmg Co the draftmg of a umfied 

I practlce m the Issue of emplo\ ees pref 
I erences 

LEGAL FRAMEWORKS OF EMPLOYEE 
OWNERSHIP ACQUISITION AND 
OBJECTIVES OF GOVERNMENTAL 

POLICY 

Objectnes oj emplo}ee owners/up 
acqlllsrtzoll 

Although emplo'> ee 0\\ nership ac 
qUlSltlOn I> not a subject!'> e nght but the 

I >1o\ernment under ItS pohc\ aImed at 
1 ;st:lbhshmg an e\ er \" Ider mnge of pn 
: V:lte o\\nershJp ~trarum suppons the 

o\\nerShip :lcquI,ltIOn of employees bv 
spe.lal pretere Ices Fundamental pnn 

Fundamental pnnclpies 

Regulation of employee ownership 
acqulsIllon JS based on the followmg 
fundamental pnnclples equal chances 
and lack of dlscmrunallon as \\ ell as pro 
portIon and umtormm 

The essence of the pnnciple of equal 
chances and lack of dlscnrrunalion IS that 
any of the full lime employees of a gI\ en 
compam are entItled to partICipate m the 
emplo,ee o\\nerShip program so e~erv 
employee has a nght to acqUIre o\\ner 
slup of the compan\ employ mg hIm and 
to the same extent as Ius colleague~ WIth 
regard to hIS performance 

When draftmg the concepts of Indl 
Vidual compames the solutIOns applied 
should not be negau \ e or dIscnmmatmg 
for an\ of the emplo\ees under thJS 
pnnclpie employees mav dray, prefer 
ences e"en If the" \Vork at compames 
estabhshed b\ state enrerpnses or after 
tran~formatIon the companies e<rab 
hshed b\ the legal succe~sor 

The pnnclple of proportion and um 
tormItv IS that If not e\ erv emplo\ ee 
take, pan In the preferential purchase 
progr.lm the pO~;lble ratio of preterence 
has to be set In proportion with the num 
ber ot emplo\iees In\ oh ed and the total 
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Employee ownership 
at companies under 
the State Holding Company 

number of emplo\ ees at the company 
The preference can abo be pro\ Ided later 
for those \\ ho h:l\ e not ) et dra\\ n It 
Therefore not a smgle emplo) ee can gam 
ad\ antage from the fact that some of his 
colleague~ ha\ e not participated m an 
announced emplo\ ee 0\\ nerslup program 
The preference al\\ avs has to be calcu 
lated for the mdl\ Idual Enforcmg this 
pnnclple Includes the problem that the 
per capIta preference among the employ 
ees or mdn Idual compames can differ 
conslderabh IrrespeCtl\e of the penod 
the\ h.1\e been emplO\ed at their com 
pame~ or their performance To a\oId 
<tnk..mg disproportion the Property 
Pobc\ GUldehnes speclf, that total pref 
erences are hmlted to 10 percent of the 
O\Nn capnal appearmg m the startmg 
propert\ balance of a transformmg state 
enterpme or an amount correspondmg to 
the I ~ month mass of per capita gross 
baSIC \I age The proportion of prefer
ences IS set by the lower of the t\\ 0 bm 
Its 

The SP -\ s practice sets another re
~tncnon Consldenng the vaned propor
lIon of the O\~ n capItal and major differ
ences of the \N ages of emplO\ ees It IS 
useful to mtroduce the practice that the 
amount of the set and the extendable 
preferences must not exceed the product 
of the number of the actual full-time 
emplo\ ees and the 140 percent of the 
national mmlmum \\age calculated for 
an annual penod ThiS hmlt IS a re~tnc 
tlOn to some extent compared to the pnn
ciple set b\ the Propem PolIc\ GUide 
Ime~ o\mId the current circumstances of 
the Hunganan econom\ thIS resulted m 
an a\ erage per caplla preference of HUF 
\) I :200 at the end of 1993 Because of 
the r.llse of mlllimum \1 ages It IS ex 
pected to Illcrea~e In 199.+ 

On the other h:md a sIgmficant dlf 
feren~e of Income beNeen compan) 

managers and empJO\ ees has to be taken 
Illto consideratIOn \1 hen utllIzmg Illdl
'ddual preferences PrO\ Ided the\ \I ant 
to acquire 0\\ nershlp the per capita ra I 

tlO of the extendable preference should 
be hmlted Pursuant to the SPo\ s prac 
tlce the preference th.lt can be mal\ldu 
all\ utlltzed must not exceed fh e times 
the national annual rrummum \\ age 

-
decreased In l11stallments (\\ Jth the ex 
cepllon of sale under ESOP the Em 
plovee Share 0\1 nershlp Program) the 
maximum mstallment penod loan be 
three} ears after pa) Ing I::, percent of the 
decreased purcha,e pnce In cash and the 
current Intere,t rate of the E Credit can 
be charged for the amount outstanding 
of the purchase pnce To settle the de 

Supplemelltan pnnclples 

- Exceedmg the total preference set 
III the Propem PoltC\ GUidelInes that 
IS 10 percent of the 0\1 n capital or the 
12 month gross baSIC \Nage IS pOSSible 
on the baSIS of a Justified request (pur 
suant to a dec!Slon made b\ orgamza 

, creased purchase pnce E Credit can be 
dra\\n and compensallon vouchers can 
be uultzed 

- \\ hen sellmg employee shares the 
nommal \ alue IS the projectIOn base 
Dunng the sale pnce preference can be 
ensured up to 90 percent of the nommal 

\ \alue 

lIons exerclsmg the state s ownershIp h I 

censes) up to 15 percent of the 0\" n capl 
tal This requires the man Idual appro\ al 
of the Board of Dtrectors 

- For comparues retamed m perma 
nent state ownerslup at a 50 percent plus 
one" ote ratio the amount of shares that 
can be acquired b\ emplo\ees \I Ith pref 
erences set b" the Propem Poitcy 
GUidelInes can e)..tend up to fh e percent 
of the company s subscnbed capital due 
to the lImited amount of property 

- The 0\\ nershlp orgamzallons are 
obligated to handle preferences e'.tended 
to vanous emplo\ee groups m a umform 
manner This means that preferences ex
tended 111 \ anous foms ha\ e to be cal 
culated collectl\ ely \\ hen taJ...mg mto 
account the maxImum itmllS that can be 
extended 

- Pursuant to the Propem Poltc] 
GUidelines \I hen sellmg 0\\ nershlp 
parts of a compan} tran~formed from a 
state enterpnse orgamzallons e'.erclsmg 
the state s 0\\ ner<hlp licenses can ensure 

TECHNIQUES SUITABLE FOR 
IMPLEMENTING EMPLOYEE 

OWNERSHIP 

The follo\\ mg techmques are suitable 
for Implementmg emplO\ ee 0\\ nershlp 

- share purchase 
- propem note e'.change 
- ESOP program 
- share purchase option 

Emplo)ee shares and bllsllless 
parts 

One of the methods of acqumng 
o\\nershlp b} emplojees IS to purchase 
shares or busmess parts m an operatmg 
compam 

a pnce preterence andlor opportumt)r for I 

pa\ ment m mstallment for emplo\ ees up 
to 50 percent of the purchase pnce 

A) Accordlllg to the PlOpel n PolIn 
GlIIdelliles tfle STate holdll1g 01 0am;:a 
nOll call ettelld a )0 pt I cem PIIC< pi ef 
el ellce pi ojecTed OIltO the pm chase 
pi Ice For the mstallment of the remain 
mg ~O percent E Credit can be draVrn 
and compensation \ oueher can be ac 
cepted 

B) Pm Sllallt to the pi 0\ ISIOI1 ~ of the 
cOlllpam lalL specwl slwH:s call also 
be e\l(!l1ded \\ hen settlmg the purchase pnce thus 
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STATE HOLDING COMPANY 

( I) Emplo\ ee ~hare~ can be I~sued 
free ot charge or at .1 preferentl.ll prIce 
purSU.lnt to the prO\ 1~lOns of the ~tatutes 
trom the propem e\ceedm,; the pnme 
c lplt.ll of the JOint ~tod. company "" Ith 
the ~lmultJneou~ ral~e up to 10 percent 
ot the rahed prIme capnal 0\\ ners of 
emplo\ ee ~hare~ can e'(ercl~e 0\\ nershlp 
n.:-hb 1S other ,hareholders 0\\ nershlp 
,hJre~ can be J~qLllred exclusl\eh by 
tull time emplo\ee~ of the compan\ and 
thl~ t\ pe of ~hare can be circulated only 
among them Emplo)ee shares can be 
acqUIred b\ purchase and the extendable 
pnce preference can reach 90 percent 
projected onto the nomInal value 

(2) Preference share ThiS share en 
JO\S pnonty o\er every other t'rpe of 
shJre The statutes can hmll or exclude 
\ otmg nght attached to these share~ 
The statutes also enable the Issue of 
preference shares relatl\ e to other t) pes 
ot ~hareholders nghts Preterence 
shares can be Issued up to 50 percent 
ot the pnme capital of the jomt stock 
compan) 

ESOP 

Act "XU\ ot 1992 rule, on the Em 
plo\ee Share 0\\ nershlp Program (~ee 
tht. Supplement) One cond1l1on for cre 
allng ESOP orgall1zallOn~ l~ thJt·W per 
cent of the emplo\ees dec!.1re the e~tab 
h~hment ot the organizatIOn at the gen 
eral meeting The ESOP org.1nizatlon 
mu~t compIle J tea~lbIlI!\ stud) tor pre 
panng the bU\ Ollt m \\hllh the PO,SI 
bllm ot financl.1l Implementallon I~ pre 
sented The soundne~s of thiS must be 

I ceruhed by the Signature of (he company 
In\ol\ed The ESOP orgamz.1tlOn can 
draw an E Credit for the purpose of the I 

I bu) out or can agree with the holdIng or 
ganlzallon on payment In Installments 
The source of pa\ mg the loan IS the dl\ I 

I dend held by the ESOP organization 
payments bv the employees partlclpat 
109 10 the ESOP and the amount trans 

I ferred by the company for the ESOP 
The latter can be accounted a~ cost at the 
company If Its proportIOn does not ex 
ceed 20 percent of the pre tax result of 

(3) Interest beanng shares Pursuant I 
to the pro\ ISlons of the statutes share~ 

the company If the ESOP organization 
IS not a 100 percent o\\ner of the com 
pam the subsld\ transterable tax free IS 

propomonatel\ less 
\\ hH .. h bear Interest set In ad\ ance can I 

abo be Is~ued up to 10 percent of the 
pnme capnal The o\\ner of mterest 
beanng shares IS due Interest payment 
calculated on the baSIS of the mterest af 
ter the nomInal \alue of the share up to 

J rallO as ~et In the share e\ en It the JOint 
stock ~ompan\ doe~ not turn a profit In 
the gl\ en \ ear 

Oli-nerS/llp acqlllsltzoll through 
propem lIote e'Ccilange 

~ speCial torm of emplo\ee o\\ner 
ship acqLllslllon IS the e\change of prop 
ert\ note~ 0\\ ned b\ emplo\ ees to 
shJre~ The Issuer of the property note 
obligates hImself to pa\ a dl\ Idend to the 
holder of the propert) note after a noml 
nal \alue set there dependmg on the ra 
Ho ot the profi t achle\ ed b\ the Issuer 

The legal regulation related to e'l. 
change IS ~ontJIned In paragraph 43 of 
~d U\ 0' 1992 The e\change of the 
tree proper!\ note to emplo) ee share 
r:ll,es a probkm to \\ hat e\tent shall the 
propem note gl\en to the emplo\ee tree 
ot char.:-e be calculated Into the preter 
ence~ -\, a Lompronllse solullon It 

\\ ould be JU,lItIed to take )0 percent ot 
the \ alue or the propert\ note Into aL 
~ourt a, prderenLe 

Share purchase optlO1l 

Pro\ldmg share purchase option may 
ensure a penod of time for emplo, ees to 
\\ elgh their Intention of share purchase 
L p to the limit of preferences set In the 
Propern Polin GUldehne, but for a 
maximum of three \ear~ option can be 
extended to emplO\ees tor the purchase 
of shares at nonunal \ alue The option 
granted emplo\ ees become concerned 
.... llh mcreasmg the rate of the shares and 
wllh \\or1..rng etficlenth at the same lime 
Thus the purcha,e option gl\ e~ the em 
plo\ee the feelmg of alread\ bemg an 
owner 

THE STATE HOLDING CO'S POLICY OF 
EMPLOYEE OWNERSHIP 

ImrodllctlU1l 

The State Holdmg Co ha~ to meet 
pohllcal requirement; related to em 
plo\ ee 0\\ ner~hlp (as abo set b'r the 
Propert\ Pollc\ GUIdelines) In harmon\ 
\\ nh gene roll e~ onoml~ and pn \ allzatlOn 
strate,;\ demand, ,et tor II ~ccordmglv 
the Board 01 Directors of the SLate Hold 
In~ Co ha- to define tho~e pnnclples and 

tasks \\ hl .. h .lfe sUltJble for the ,-oncerted 
Implementa!lon ot these obJedl\es 
\'vhen defimng these pnnclple, II must 
be remembered thJt the pnmJn t~k of 
th<. Slak Holding CO I~ the Impro\ e 
ment of th<. et fiL lenL \ of compan Ie) a) 
Signed to 11 b\ me.1ns of properl\ man 
agement and prn a!lzatlOn It abo means 
thJt the StJte Holding Co ha, to fulfill 
l!S fin mClal obhgatlom to the state and 
has to cre.1te a supph ~a!lst) 109 compen 
sauon \oucher holders 

Gelleral pnnclples of the State 
Holdmg Co's polzcy related to 

employee ownershIp 

In view of the above the general 
pnnclples of the State Holdmg Co re 
lated to employee ownership should be 
defined as tollows 

1 In the case of companIes under the 
State Holding Co pnont't should be 
gIVen to the assurance of dra\\ Ing In ad 
dll10nal capllal filling up \\orkmg cap 1 

tal .... hlch means from the pm auzatJon 
POInt of Vle\\ that lettmg emplovees ac 
qUIre ownership may take place onh af 
ter the entrance of the bu\ er out or the 
Institutional or financial Investor raISIng 
pnme capnal 

2 The fact that according to the 
State Holding Co s polic\ emplovees 
ha\e an opportUnIty to purchase onlv af 
terthe entrance of an mstltutlonal In\ es 
tor ensures that the busIne~s \ alue and 
sales pnce of (he compam bJsed on 
genuIne market Judgement becomes 
publIc \\hlch at the same time en:lbles 
the State HoldIng Co to ~et the rate of 
the emplo\ ee shares and the ratio and 
limn of the preterence that can be 
granted 

3 The State Holding Co especlalh 
supports the emplo)ee o\\nerShlp acqui 
sllion at companIes \\ here n asslst~ In 
aJlocatIng Intellectual and human re 
source~ efficlenrh and In a purpose on 
ented manner In the economl~ ~ense 

-I Emplo\ ee 0\\ nershlp objectJ\ es 
are sen ed best It ~hare tvpe~ are selected 
\\hlch ensure the lImned tradeabIllt\ ot 
the ,hare Thu~ the share I, ,ull:lble for 
Circulation onh among emplo\ ees (In 

eludIng the pensIOners of the LOff'pam) 
th.lt IS 11 car not be JcqUlreJ b\ an out 
Sider third per)on ~ccordm.:-h the Stolte 
Holding Co preter~ emplo\ee )hare, 

) The 5lJte Holding Co 111 \ le\\ of 
It~ fln1nLl.11 obll.,. 1t10n to\\ lrd, eLO 
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nomIc mana=emell! and the ,tate und~r 
the e\.l,lIng legal Irame\\orls supports 
tho,e emplO\ ee 0\\ ner;hlp lLqulsltlon 
arr .1I1gements 111 the fir'! pla~e "hlch 
produce dIrect financIal re\ enues for n 
e\ en If 0\ er a prolon"ed penod 

6 The share pa~lage to be olfered 
to emplo\ ees can amoull! to the reall',lI 
calh :bsessed demand 111 order to pre 
\ ent e\ ell!ual lack of Ill!erest from en 
dan"enng the market Judgmell! of the 
~omp.m\ 

7 Compared to the com pam s sub 
,~nbed capnal the emplO\ee o\\nershlp 
must not reach the ratio of a 10 percent 
0\' nershlp share In general A larger 
,calc propem acquls1t1on 111 the form of 
ESOP loan be an e\.ceptlon to thIs pnn 
clple If the compam m qUestion IS small 
clear and prospenng that IS profitable 
and capnal ,trong and the genull1e busl 
nes, 'alue of the com pan) IS the e\.per 
tlse of ns employees These tend to be 
compal11es \\ here some sort of specIal 
e"pertlse pre, ruls such a, R&D research 
II1stltute net\\ orks With this arrange 
ment attentIon should be patd to 
v. hether emplo) ees possess the mJnage 
nal knov.ledge \v hlch ensures effiCIent 
compam management Therefore pro 

fe'''lOnal and mJrlet lno ledge IS re 
qUlred \\ hlch 111 addlllon to etfluenc\ 
guarantees an II1crea,Ing number of or 
ders de\ elopment and In\ e<;tment of tht.. 
COmp1n) 

8 The State Holdll1g Co en,ure, 
partIcIpatIon In the 0\\ nershlp program 
at It::. announcement tor e\ el) emplO\ ee 
In full llme emplo\ ment at the com 
pany emplo) 1I1g them It ensules the 
opportumt) of purchase also to lImned 
compames ,\ holl\ 0\\ ned b) the em 
ployees mentIOned theIr ESOP orgal11 
zatlons and other groups of employees 
as "ell as the emplo\ees of bU,Iness 
partnershIps founded b) the parent 
company 

DeCISlOl! mal..mg mec/talllsm 
related to emplojee o .... llersJup 

acqulSltlO1I 

The State Holdmg Co 1I1Htes con 
dmons from the compal11es The condl 
nons are drafted b\ the board of dlrec 
tors and the management of the compa 
mes Jomtl) and m con~lhatlOn \\ nh the 
Interest representatIon orgal11zatlons of 
emplO\ees In particular the State Hold 
mg Co considers n Important that the 
company management loonslder the pro 

STATE HOLDING COMPANY 

po,als remark, and demand tor 1I1tonna 
tlOn of emplO\ ees 1I1terest repre,enta 
tIons under legal I arne" orls a, dd1l1ed 
b\ rules 111 the PropLm PolK \ GludL 
lInes 

In accordance \\ Ilh the current], \ alId 
le.;al regulatIOn e\duSI\ eh the State 
Holdmg Co a, the or",:1I1Izallon enlltled 
to exercise 0\\ nershlp nghts 0\ er the 
shares to be ,old IS authonzed and oblI 
gated to de~lde on the lime of ensunng 
emplo\ ee 0\\ nershlp the qU:lI1tlt\ of 
shares to be offered for thIS purpo,e the 
forms lImns and ratio of preferences that 
can be extended pa\ mell! and subscnp 
lion conditions and other formal and 
contentual accessones of 0,," ner,hlp ac 
qUl,ltIon This means that emplo\ ees are 
not agents m a ullllateral demand POSI 
tlon agamst the State Holdmg Co but the 
State Holdmg Co as seller deCIdes on 
the sale 111 Its 0,," n capacity after prelmu 
nan consultations (\vlth the emplo\ee~) 
takIng mto account marl-et and other clr 
cum stances 

Pursuant to the State Holdmg Co s 
resolution on emplo\ee 0\\ nershlp the 
project has to be Implemented b, the 
compan) It"elf and the propert\ manage 
ment department has to re\ le\\ It con 
tmuousl) and penodlcally 
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INDUSTRY 

As of July 1, 1993, the employees' ESOP organization IS 

the owner of the Pest megyel Muonyo,9lporl Kft , 
popularly known as PEMU 

At the end of 1991 the State Prop 
erty Agency offered for sale a 93 6 per 
cent stake of the company established 
\\ Ith a regIstered capItal of HUF 800 
mtlllOn and accumulated capital of 
HL F 660 milhon (Eleven local gO\
ernments are the O'W ners of the 6 -+ per
cent stake) The deadhne for submit
ting the appltcatlons 'Was January 15 
1993 and at that time more than 50 
percent of the emplO\ ees supported the 
acquIsItion of 0\\ nershlp with ESOP 
In theIr apphC1t10n they offered to buy 
PE\IL s maJont" stake at face \ alue 
whIch they 'W Ished to pay by tiling out 
E Credit 

The tender booklet was bought by 
eIght potential applIcants but only 
three of them submitted applIcatIOns 
\\ hlch could be e" aluated Upon the 
openmg of the tenders one of the bIds 
turned out to be In\ ahd The second 
one although submitted by a Hungar 
Ian bidder could not compete with the 
ESOP bId because It was for only one 
Ime of busme~s nameh for the manu 
factunng of pIpes 

The ESOP orgamzatlOn deposlled 
the e1rnest money of HUF 20 mIllIon 
It!> bu!>mess plan \\ as the most compre 
hensl\e and It also undertook to pay 
the company s earlIer debts and to con 
tlnue the compam s en\ Ironmental ac 
[J\ It" Thus m Ib deCISIon of Febru 
an 24 1993 the State Property 
Age"lc\ announced that the ESOP or 
garIzatlon \\ on the tender 

\ve are "ell a\\are of what \"e pur 
,-hased - sa"" CEO Bernat Sarlos of 
PE'\ll - smCL most ot the emplovee~ 
gre\\ up \\ nh the hctoTle~ the. are 10-
cah or !I\e ne Irb\ For them PE'\IL l~ 
the onh opportUll!t\ tor an mdustnal 
Job ,0 It \\a<; not reJ.ll\ a questJon for 

us to bId for It More than 50 percent 
of the employees supported the setting 
up of the ESOP preparator, commit 

I tee and 78 percent ot them became 
members of the ESOP orgamzatlOn 
The structure of o'Wnershlp IS the fol 
lOWing the ESOP orgamzatlOn owns 
56 percent 10 percent can be obtained 
\\lth opuon nght by non ESOP mem 
ber employee~ PE'vlU Itselt purchased 
27 6 percent and the 10l.al government 
has 6 -I- percent Under the statute of the 
ESOP managers are not allo\\ed to ac 
qUIre speCial bIgger stakes than any
one else "IN llh thiS restncllon 'We 
wanted to spare the management from 
the accusatIOn that It acqUIred a major 
stake of the company for Itself No one 
can haye a bigger stake than t'Wo per 
cent e\ en wah the stakes to be dlstnb 
uted annually 

ALTERNATIVES 
TO PRIVATIZATION 

The Pest megyel ~lUamagfel 

dolgozo Vallalat (Pest County PlaStiCS 
Processing Company) wa!> e!>tabltshed 
In 1959 Its legal predecessor was an 
Industnal cooperatJ\ e producmg plas 
tiC and metah"are Through more than 
30 \ ears It has undergone I.onslderable 
changes and the former cooperatl\ e 
ha~ turned Into one of the major corn 
p1.mes of the Hunganan pla~t1c~ mdu~ 
tf' 

At the end of the 1980s mIme with 
the productlOn structure tv plcal ot the 
pla~tlcs mdustT\ the PE'\IL factone~ 
manufactured 30 000 J.,.md~ of prod 
ucts In the meanllme the tradmonal 
plJ.~lIcs profile \\ a~ supplemented \'vlth 

ready made shoe manufactunng when 
the PEMU unit In Cegled concluded a 
licence contract With PU'vtA 

The company had 2500 employees 
In 1990 and Its profit came to HL F -I- 2 
bllhon But beSIdes Its profit It also had 
conSiderable credit debts In the frame 
work of the plastics Industrv restruc 
tunng program financed by the World 
Bank PEMlJ carned out a techlllcal 
deyelopment program worth LSD 10 
rrullJon But economic conditIOns hay e 
since changed Interest rate~ for ex 
ample rose from four percent to 23 J 

percent - and the prosperous corn 
pany fell Into a difficult economIc Situ 
allon overnight 

- Still back m 1990 \\ hen the Idea 
of pnyaUZallOn \\ as first raised everY 
thing seemed much ea<;ler \\ e kne\\ 
that the first step In soh mg the eco 
nomIc tasks \\ as to create financial sta 
billty which In pracllce meant the cut 
tIng dO\vn of credits Compensatmg for 
the lost markeb findmg ne\', ones and 
prepanng the pn\auzauon \\ere abo of 
\ !lal Importance ThiS took the past 
three years We "on a tender In whIch 
financed by the Dutch gO\ ernment the 
Dutch FelIx and the Economl x Con 
sulung Kft examIned the compam m 
order to find ItS strengths and 'Weak 
nesses Based on thiS examInation a 
strategic plan for a penod of three years 
\\ as prepared and the prn allzallon al 
ternall\ e!> were also \\ orked out 

The examm1t10n shO\\ed first of all 
that the number of emplo) ees was 
extraordmarl\ high and had to be cut 

From the 2500 emplo\ ees onh 
1300 are "tlll emplo\ ed b\ PE'\lL 
Dunng the statf reduction \\ e tTled to 

be as con~lderate as pos<lble \\ e ~et up 
an mtere!>! coordInatln~ forum Those 
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\\ ho \\ ere Lhglble \\ e pensIOned off 
\\ uh e\emplIOn ot age and to other, \\ e 
'U!\ ed 10 pro\ Ide help for reqartIng 
The ne\t ta,!- \\ ,<; to create finanCIJI 
StJbl!Jt\ to" hlch \\ e <;ucceeded In re 
-tructunn= our LrLdus A.nd as a result 
our annuJI mtere<;t burden<; dropped to 
HL F 70 to SO ITIllllOn a \e.lr 

\\ hen the pn\ atllatJon alternam es 
"ere drafted \ anous solutIOns \\ ere 
ral,ed such as the detachment of 
PEvlU to \ anou, umts the tranfor 

r1JtlOn of factory UnIts Into Inmted It 
ablht\ companIes and the operatIOn of 
the center a, a holdtng as \\ ell as keep
mg the company together and to real 
Ize the then biggest possible employ 
ment 0\\ nershlp The ESOP as such 
\\ as not an approved method of 
pn\ atlzatlOn In 1990 91 The :vtmlstry 
for Indu<;trv and Trade as well as the 
banks all ,up ported the thIrd alterna
tl\ e pnmanl\ because It made the debt 
<;en Ice manageable They knew that 
due to the company s bIg debts and dl 
\ erse prohle chances ot attractmg a se
rIOUS professIOnal In\ estor \\,ere slim 

But b\ the time the In\ltatlon to bid 
\\ as published Parliament had already 
passed the ESOP law \\hlch \\,as a 
godsend to the employees of PEMU 

- I .... ould not ha \ e lIked to gJ\ e my 
name to the detachment of the firm to 
prJ\ auzIng the factones either - says 
the CEO - SInce for a state-owned 
company thiS together \\, Ith our debts 
would ha\ e meant the end of the com
panv But WIth the ESOP I thInk that 
although \\ e ha\ e taken great nsks we 
can succeed m COpIng with the dlffi 
culues 

It doesn t make our situation easier 
that although the pnyatlzatlon oc
curred \\ Ith the company the employ
ees of PEV1U still haye considerably 
less productn e potential than they 
thought before For the State Property 
A.gency only ga\e Its consent to the set 
tIng up of the aSSOCIatIon on conditIOn 
that the 49 percent stake of PE\IU In 
the Dutch Hunganan JOInt \enture 
\\ hlch had been set up for pipe manu 
factunng \\as put up for sale sepa
rately The Dutch partner the Va\ In 
firm ongInall\ had no Intention of ac 
qumng the full 0\\ nerslup of the com 
pam <;InLe thiS \\ as not necessary to 
retaIn tts domInant position But finall} 
It agreed to the State Property 

AgenC\ s fa\ orable offer The "Ie 
occured a, a tran<;,ctlOn mmed at pro 
tectll1g propert\ Part of the re\ enue 
\\ a<; used 10 reduce PE\,1lJ s dLbts the 
other part \\ ent 1I1to the pur,e of the 
SPA. as prt\auzatlon re\enue 

One e\ e IS I.lUghll1g and the other 
IS cn Ing <;1\ s Sarlos asses,mg the 
sltuatton PIpe manufactunng amoun 
ted to one thIrd of our productlon 
\ alue and In our busIne,s plans \\ e 
also counted on the re\ enue from dl\ I 

dends after our stake On the other 
hand we v. ere practIcally pushed to the 
SidelIne of the dome,llC market \\ here 
\\,e held a leadmg posItIon for 20 years 
Strateglcalh It \\as tough but It IS also 
true that It helped us to 0\ ercome our 
short term finanCial problem, we got 
nd of a debt of HUF :!50 millIon The 
decl,lon \\ as othef\\ Ise correct It dId 
not come as a surpn ... e for us tor \I.e 
learned of the conditions pnor to the 
opemng of the tender Although we 
based our bUSiness plans to a great ex 
tent on the plpe-manutactunng \\,hlch 
\\,e expected to flounsh \I.e hope that I 

\\ e Will also be able to remam on our 
feet with a streamlmed PEMU 

STRATEGIC TASKS 

We concentrate first of all on the 
marketing work - we thmk thiS IS the 
field \\, here \\ e ha\ e the bIggest re 
<;en es and arrears The other Important 
area IS the qualIty control system 
\\ hlch \\,e would hke to de\ elop so that 
by the end of the year \\ e could get the 
claSSification m compliance II. Ith the 
ISO standards accepted by a thIrd In 

dependent party ThiS WIll me\ Itably 
Increase our chances on the domestic 
and mternatlonal markets alike We 
haye much to do In the field of cost 

I effectIveness and In bUl1dmg an up to 

date management and employee 0\\ ner 
information system Makmg the 
propnetory \\ay of thmkmg adopted 
and accepted and dOing away WIth the 
fundamental contradIction of the inter
ests between emplo) er and 0\\ ner are 
nell. tasks So far \\ e ha \ e only e"pe 
nenced the benefits namel\ that our 
employee~ ha\ e becomtl more consld 
erate of the lImns of economic POSSI 
bllmes and \\age Increa,es The future 
\\ III tell ho\\, \\ e succeed m keepl11g a 
balance bet\\ een the da~hmg Interests 

INDUSTRY 

For<!lgn e\Jmple, ,ho\\ that <..mplo) ee 
0\\ ner,hlp re<;ult<; It1 a ,0 to )0 per~ent 
Imp! 0\ em<!nt It1 eft!CI<!llc \ \\ <! \\ auld 
be ,atlsfied \\ Jlh Ie,s 10 to 1::1 per 
cent "ould do But If \\e flll to rea~h 
that then \\ <! \\ III face <!rtou, dlttIcul 
tIes 

\\ e conllnue to re ,prd a, Important 
the manufacturIng ot re ld, made 
shoes under the Pl \,1-\ IIcen~e \Ve 
plan to IIn!- the dl,u Ibullon of the Hun 
ganan PL \IA te'tlle goods and <;hoes 
and \I.e ha\e set Up a speCIal ~ales or 

gamzatlon Puma Hunganan to thiS 
end Our HL F 1 bIllIon production 
v. auld sen e as the baSIS some 80 per 
cent of the Jomt tradmg firm Our au 
tomobIle spare part aCI\ It\ 1<; on the m 
crea,e "e are supplIers to the Hungar
Ian SuzukI and Opel factones This lme 
of busmess of ours I, e'pected to ) wId 
about HLF 1 blllton and \\,e \\ III soon 
double It \\ e suppl\ dIe cast products 
to se\ eral Western compames our 
products range from garden furnlture 
to plastlc\\ are and equIpment for the 
catenng mdustrv Industrial plastic 
goods continue to remaIn on our pro 
ducuon lIst \\e LOuld partl) compen 
sate the loss of the e\port of shoe parts 
to the SOCldltst countnes with e'ports 
to the We,t and of course we are II. ork 
mg on de\ elopmg ne\', products 

The protection of the enYlronment 
IS not an ummportant Issue for the new 
0\1. ners of PEMlJ \\ nh the prl\ atl 
zatlon the, had to undertake thiS prob 
lem as \\,ell One or t\\,o years ago 
techmcalh there was stmply no wa) to 

sohe the problem of aIr pollutIOn 
Now that modern solutions are a\ all
able they me\ nably have to work on 
them e\en though for the time bemg 
the emISSIOn IS belo\\ the permISSIble 
leyel The more pressmg need at the 
moment IS the ehmmatlon of the dan 
gerous \\, a~te and the remoyal or repro 
cessmg of the huge quantity of poly 
urethane soles 

Summanzmg hIS plans for the near 
future Sarlos sa\s In the next 1\\0 to 
three \ ears \\e ha\e to count on an ex 
pendlture of a total of HUF 150 mil 
lIon for en\ lronmental protectIOn Ey 
en thmg depends on ho\\ \\ ell \\ e suc
ceed m ma!-1l1g PE\IL one of the mo<;t 
profItable pm ate compames of the 
countT\ 

SaR 
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PRIVATIZATION 

PRIVATIZATION 
AT THE STATE 

PROPERTY AGENCY 
1990-1994 

~ = _ ':' ~.: _,' < : .,'. _. 4 .' 

\\ hlle preparattons for pm attzauon and Its Imple 
mentalJon \\ent on hurnedh at the Propem I\genc} 
dunng the pre\ IOUS four} ears the propem sull m 
~tate 0\\ ner,hlp v. ent on funcuomng Part of this v. as 
tran"formed mto some corporate form \ leldmg ,ub 
qanttal re\enue; from \ ear to \ear \\ hen e\aluat 
mg the follo\\ mg table 11 ,hould be recalled that an 
mcreasmg number of enterpnses \\ere transformed 
mto compantes Thus the annual1\ m~reasmg figures 
ndlcate not onl\ the mcrea<;e m re\ enues but 011,0 
the progre:.<; of tr . .m,formatlOn Into compames 

DEVELOPMENT OF REVENUES BY COMPANIES MANAGED BY THE SPA 
(CUMULATIVE FIGURES) HuF bllhon 

1990 
Yield on property 0 
Foreign exchange (cash) 053 
HVF (cash) 

Loan 

Compensation \ ouchers 

Total re\enues 

FEATURES OF COMPANIES ASSIGNED 
TO THE PROPERTY MANAGEMENT OF THE SPA 

(1990-JANUARY 1994) 
120 

90 

30 

014 
0 
0 

067 

1991 1992 1993 
094 568 662 

2.:114 6612 9179 
496 2247 27 )7 

101 1008 II 09 
0 226 226 

320) 10661 1~9 33 

_ Foreign e:nhonge leash) c:::::=J rtld 0 property ~ HUF (cash) 

100 percent 
sold 438 

Companies eslablJshed before 
the foundation of the SPA 

by foundahon draWing away 

Transformallon 
1157 

Transfer 62 

Compames 

: =:J Loan _ (OfT'l>tnsatlO vouche~ . 

lIquldallon, 
final settlement 398 

EnterprISes 

In 1990 In the SPA's portfolio 1844 

The SPI\)omed pmallzallon m 
1990 v. hilt: the State Holdmg Com 
pan\ (A V Rt) managmg busmess 
propert\ m long term state ov. ner 
ship \\ as estabhshed m 1992 be 
commg acm e m the follo\\ mg ,ear 
Begmnmg m 1992 pm auzatlon m 
Hungan (not mcludlllg the Ie,s slg 
ntficant \\ ork of the T reasun Hold 
lllg OrgaJ1lzatlOn) continued m t\\O 
channels The SP ~ ;old buslne~s 
propert\ In temporan ~tate 0\\ ner 
ship \\ hilI.. the 1\\ Rt sold state 
propem be\ ond the propem stake 
In long term ,t.lte 0\\ nershlp of the 
compames under Jl<; portfo!Jo 1\<; a 
re<;ult pm atlZ.ltlon re\ enues <;ub 
qanllalh lllcrLa,ed III the cour;e of 
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PRIVATIZATION 

thc- p I't t\\ 0 \ O::JI \ \\ hilo:: tho:: 5t 110:: Prop~rt\ "\,o::nu produLo::d 
H l F 2 btilIon In pm 1l11JlIon ro::\ o::nuo::~ 10 1991 proco::o::d, 
rl! Ie ho::J HL F 106 6 bIllIOn 1, I ro::~ult 01 the \\ ort... 01 tho:: t\\ 0 

or ;oJl1lZJtll1lb 10 1992 1I1d HL F 2 ,) 8 bIllIon 10 199.) tho:: \ 0:: Ir 
ot m IJor prl\ 1IIL I[WI1 tI II1>JdIOlh 

TOTAL REVENUES OF THE SPA AND AV RT 
(CUMULATIVE FIGURES) 

HUF ~lIhon 
250 

200 

150 

100 

50 

1990 1991 1992 1993 

SPA fOreIgn exchange C=:J SPA HUF I 
$& AV Rt foreign exchonge c:=:J AV qt HUF I 

HUF billIon 

1990 1991 1992 1993 
SPA foreIgn exchange 053 2514 6612 91 79 
SP~ HUF 014 691 4049 475 .. I 

Av Rt foreIgn exchange 0 0 0 8971 
A'v Rt HUF 0 0 0 679 
Total revenues 063 3205 10661 23.) 83 

BaSIcally pm atlzatlon 10 Hungarv took place durmg the 
past fhe years on a market basiS thiS means that state prop
ert" \" as transferred to new owners not free of charge or at 
minimum pnces but at essentlally market pTices A substan 
t1al portIOn of re\ enues flo\\, ed mto the state budget untIl 1992 I 

or financed obJecllves which would haye had to be funded bv 
the budget Relatl\ely htde money \\,as spent on strengthen-
109 and reorgamzmg the companies to be pn \ atlzed or the capl 
tahzatlOn of partial! v sold companies so that they could go on 
\\nh their busme~s actJ\lty on a solId foundation 1993 brought 
a major change m thiS respect ""hen the capital ral~e at com 
pames managed b\ the SPA Increased substanllally to reach 
HL F 33 bIllIon m that \-ear 

Ral~mg capnal has become slgmficant pnmanl\ 10 the pro 
cc,>,mg mdu~tf\ The most \\Ide~pre.ld fonn ofralsmg capnal 
\.1, the follo\\mg pn\atlzatlon the new foreign o'''ner sub 

'tantlalh contnbuted to the capnahzatlon ot the company he 
acquIred to some extent In thl~ ho\\e\er the SPA and the 

Lh uI=e, III thL pm 1t11JtlOI1 POilL\ h 1\0:: plJ\o::J I P Irt For 10 
npl1\ LJ,I!, It I!n Ibkd J pon Oil 01 prl\ lt1LJdOn ro::\~nut!, to 
be relm I!,to::d 111 thl! compJO\ 

CAPITAL RAISES AT COMPANIES MANAGW BY THE SPA 
(CUMULATIVE fiGURES) 

"\ eJr Domesllc 1m estors 
HVF mIllIon 

ForeIgn lmestor~ 
HLF nulhon 

1%9 1100 000 
1990 -1-1700 1)000 

1991 1308 -1-3 1769-1-
1992 2166 2.) 101772 
199.) 1616"773 17 -1-90 00 

HUfb"han 
20000 

15000 

10000 

5000 

1989 1990 1991 1992 1993 

• Oomell!cInlertDrl 

CAPITAL RAISES 
AT COMPANIES MANAGED BY THE SPA, 

ACCORDING TO BRANCH 
HlF millIon 

Branch SPA Loan con ForeIgn Emplo Other I 

HTSlOn 

<\gnculture game management 

and forestry 0 00 0 00 000 0001098 

l\hrung o 00 203 00 a 00 0 00 I 

107-1 89 17 834 2-1 59691 3-167 10 l 
000 000 199 \) 22-191 

Processmg mdustry 8-12 1-1 

Bulldmg mdustry 000 

Trade \eluc1e and consumer 
Sef\ICeS 1188-11 000 2171-1 IOb971 J8863 

Accommodation and 
catenng IlHO 000 4J978 70 00 112622 
Transport storage post and telecommu 
rucatlons -100 00 a 00 120 JO 

Fmanclal actl\ lUes and supplementary 
ser Ices 1 L:> 9) 0 00 a 00 

Real estate dedls leasmg and ,en Ices assl,ung In 

busmess aCUHty 2-1-11 00 0 00 a 00 

000 000 

2-10S 31J900 

I 
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STate ceo 05m9 and erVI(E!S CSSISh19 In busm S5 aCllvlty 

FmanClol oCtlvlhes cnd supplemenlCr) services 

lronsport storage post and telecommuni oflons 

Accommodallon cnd (OleTlng 

Tra venlde end COnlumer goods repo" 

BUilding InduSIl)' 

Processing Induslry 
pL~--------------~~ 

Mmlng 

Agncuhure go me monog.m.nl ond loreslry 

5000 10 000 15 000 20 000 25000 

• SPA 0 Locn convelSlon D Fcrelgn II Employee Dorner 

PRIVATIZATION 

In the p:ht \eor~ ~lgnlflc.lI1l 

ch Ill;e, took pl.lcc 111 the prOLe~~ of 
prl\ Otll all on 111 mal1\ other re'peL t~ 
Althou~h the gmLrnment \\a~ COnsl' 
tent 111 'ellln,; \tJte propcrl\ on :1 I11Jr 
\..et b.l'I' ,e\er,,1 rrefelenll.J1 proce 
dure, \'ere launched III order to :1Lcd 
erate thL dl,nl1nthng 01 ,tate propem 
One of them 1\ that the process of bu\ 
mg plopen) \\ as gre:1tl \ ea,ed for em 

plo\ ees \\ orkmg at the com pan) JI1 

\ oh ed The effect of the~e eJ!ller term, 

ha\e been lelt ~mce 1990 Emplo\ee 

0\\ ner~hlp has been mcrea~mg tn e\ 
ef) respect ~lI1ce 1992 EmplO\ ees ac 
qUlred pnmanl\ share 0\\ nershlp at the 
compame~ Ho\\ e\ er 111 1993 the 
number of compames 1I1creased \\ here 
emplo) ees ,ecured mOJofll\ 0\\ ner 
ship 

DEVELOPMENT OF THE NUMBER OF SALES TO EMPLOYEES 
AT COMPANIES MANAGED BY THE SPA 

PerIOd Number of sales 'umber of Period 'umber of sales I'oumber of 
maJont, sales maJonh sales 

1990 1 q quarter 2 0 1992 1 st quarter "19 7 
1990 2nd quarter 4 0 1992 2nd quarter ,,8 13 

1990 'rd quarter " 0 1992 3rd quarter 75 17 

1990 4th quarter 6 0 1992 4th quarter 114 40 

1991 I ~t quarter 6 0 1993 1 st quarter 172 69 

1991 2nd quarter 8 199:' 2nd quarter 200 80 

1991 'rd quarter 9 1993 3rd quarter 224 91 

1991 -th quarter 29 5 199:; 4th quarter 272 10" 

Number 
300 

250 

200 

150 

100 

50 

i ~ 

i- t t ~ ~ ~ ! ~ 6- ~ ~ ~ 6- ~ 6- ~ 
~ ~ 

;::; ~ :s:: ~ ~ :s:: ~ ~ ~ ~ ~ - - - ~ "" = = = = ~ ~ ~ 
~ ~ ~ ~ ~ ~ ~ 

~ ~ ~ 
~ ~ 

~ 
~ ~ ~ ~ ~ ~ - -

II: Number of soles 0 Number 01 mOlonty sales 
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PRIVATIZATION 

DEVElOPMENT OF THE VOLUME OF SALES TO EMPLOYEES 
AT COMPANIES MANAGED BY THE SPA 

PerIOd S.lles In thousand i\IaJorIh sales PerIod Sales an thou~and 

1990 1>t quarter 

1990 2nd qU.u1er 

1990 ,rd quarter 

1990 4th quarter 

1991 15t quarter 

1991 2nd quarter 

1991 3rd quarter 

1991 4th quarter 

Hli F (thousand Hl F) 

12.+80 

.+0910 

61973 

8) 173 

8) 173 

620173 

731 173 

1 123343 

0 1992 Is! quarter 

0 1992 2nd quarter 

0 1992 3rd quarter 

0 1992 4th qu'lrter 

0 199~ Ibt qU.u1er 

160000 1993 2nd quarter 

160000 1993 3rd quarter 

283620 1993 4th quarter 

Volume (thousand HUf) 
10000000 

8000000 

6000000 

4000000 

2000000 

t ~ oS! oS! 
C a i se- " se-c-

~ -= ~ ~ - '"' 
~ E ~ ~ ~ 

:=:: ~ 

HLF 

I :>2:> 76~ 

220) 737 

2.+.+8 :>80 

.+ 360 22:> 

6288933 

7061013 

7818 J63 

953:) 9J6 

I. fell 
:;; l! Q ~ a 

~ c c se- " " "'" C" -= -= -= .3: .i;i '"' .;;: .,.. 
~ .,.. .,.. .,.. 
co- ~ '" :=:: 

\l.lJorIt~ sales 
(thousand Hl F) 

.+0:> 970 

6~7 S,O 

789746 

1917 :>30 

3.+91430 

3926900 

-I J07 160 
52-1060, I 

h h h h 
l! t l! l! oS! Q 

~ i i ~ ! 
-= """ ~ -= -= .i;i M - .i;i '"' .,.. .,.. .,.. 

'"' '"' "" .,.. .,.. 
'" g: .,.. .,.. .,.. 

'" ~ "'" 
.,.. 

ESOP the Employee Share Ownership Pro 
gram creJted a specIal organized form of em 

plo\ee o\\nerShip Under thiS employees could 

make use of major preferences and could ac 

qUire a determIOIOg ownership share III the 
compame, \\ here they \\ere emploved Natu 

raIl v ESOP also bore disadvantages orgamz 

109 them IS rather clumsy because of the num 

ber of particIpants However their spread 

prO\ es that ESOP has become an Important 
tonn ot pnvatizatlOn III Hungarv The number 
and \ olume of saleb under ESOP at compame~ 

managed by the SPA Illcreased substantially 10 

199~ In the last quarter of that year HlJF 23 
billion worth of propenv went to ESOP own 

er,hlp Of this maJonty ESOP ownership arose 
10 a property worth HUF 20 billion Accord 

109 to cumulatl\e figures ESOP orgamzatlOnb 
acqUired 10 1993 more than HUF 60 billion 

\\orth of state propert) at l.ompames managed 

b\ the SP~ 
• Ilumoer of sales o tlumber of rrolonly sales 

DEVELOPMENT OF THE NUMBER 
OF ESOP SALES MANAGED 

BY THE SPA 

Year 
I 

Total r-.umber of I 
number of majorltv I 

ESOP ESOP I 

1992 2nd quarter 

1992 3rd quarter 3 2 

1992 4th quarter 7 4 

1993 1 5t quarter 38 29 

199., 2nd quarter 59 45 

1993 3rd quarter 77 60 

1993 4th quarter 126 87 

1994 1>t quarter 131 91 
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DEVELOPMENT OF THE VOLUME OF SALES TO ESOP 
AT COMPANIES MANAGED BY THE SPA 

\ear 

1991 :!nd quarter 

1991 3rd quarter 

1992 4th quarter 

1993 151 quarter 

, 1993 2nd quarter 

1993 ,rd quarter 

1993 4th quarter 
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PRIVATIZATION 

ESOP total I\IaJont\ ESOP 
(thousand HlF) (thousand HlF) 

65) 856 65) 856 

I 290 9~6 I 270 9~6 

1744206 I 566346 

7 103 098 6 811 868 

13566471 12655981 

16580948 » 352908 

23776121 20776891 

• Total number of ESOP sales D Number of mOlon!) ESOP ownership 

DomestIc and foreIgn m\ estments mcreased m 1992 
and 1993 at companIes managed b, the SPA Of course 
rables should be treated \\ lIh care because subsequent 
transformatlons ha\e changed the figures For \\ hen a 
state enterpnse IS transformed mto compan) the capl 
tal m\ ested m companIes managed b) the SP~ also m 
creases ThIS IS clearh mdicated b\ the appropnatelv 
shaded parts m the tables Disregardmg these It can 
be estabhshed that b) ralSlng capital domestIc and for 
eign m\ estop; took sIgmficant resources m the partlalh 
pmatlZed compames managed b, the SPA ThIS kmd 
of takmg m resources became sIgmficant m 1993 

DOMESTIC INVESTMENTS 
IN COMPANIES MANAGED BY THE SPA 

thousand HUF 
\ear FoundatIOn TransformatIOn Capital raise Properh protectIOn Sale 
1989 732 598 80 )80 II 000 720 940 o 
1990 3091940 3160885 o 3 <;66459 11 27221 

1991 2435986 ) )05 270 3481:>2 17467402 1040681 

1992 1224539 3202444 1 )22012 13388023 17765978 , 

1993 8630725 439 ~60 22673062 16533732 56025227 

HUF million 

50000000 

40000000 

30000000 

20000000 

10000000 

a 
1989 1990 1991 1992 1993 

_Foundation QTronsformalion iBi Capitol relse 0 Property proteCtion 0 Sale 
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PRIVATIZATION 

FOREIGN INVESTMENTS 
IN COMPANIES MANAGED BY THE SPA 

\ear 

1%9 

1990 

1991 

1992 

1991 

Found.ltion TrJmformJtlon 

)2 162 0 

727010 .:> 90~ '+~O 

1)6699.:> 190'+i9~0 

22, I )20 I 2972.+0 

9 )66 619 .+97 ,.+0 

CapltJI rJlse Proper!\ protectIOn 

101772, 117,)12) 3'+,9'60.) 
--- ----

2069'+0)0 .:>,77,,7 2..16.+.+710 

ltn .:,wr, lrrL \ 10: trom 
th.: G.:rmlll 'P': 11,.111: ~Ollll 

tne:, ~OntIOUe: to be: aLlI\ t. 10 

HUll: In The: \olulll<. at In 

\e:,tlll<.nh b\ -\u,tn 111 .:md 
Ge:rlll In lln e'tor~ :re ltlv e: ~ 
~eed, III other, In comp tnlt.' 
nl.ll1.1"ed b\ the State: Prop 
em -\genl..\ HLF.+.) bILlIon 
\\orth at L lpltallIT1\ed tram 
Au,tn 1 .Ind HL F 3.+ blllLon 
tram Germ.ll1v The,e (.Qun 
tnes are tollowed b\ the 
UOIted State, the 0.ether 
lInd, Fr.lnLe and Gre'lt Bnt 
'110 

---------------- ------------

HUF million 

60000 000 

50 000 000 

40 000 000 

30 000 000 
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1989 1990 1991 1992 1993 

_FoundallDn UTron\lormotlon :!iii Copllol raise 0 Property protection 0 Sole 

FOREIGN INVESTMENTS 
AT COMPANIES MANAGED BY THE SPA, ACCORDING TO COUNTRY 

Country O"n stake HLF billion 

Austna 

Gennany 

UnIted States 

The Netherlands 

France 

Great Bntam 

As a result of Investments the average 
foreIgn stake In compante~ m,lllaged by the 
SP-\. IS 2.+ 97 percent The toreign share I, 
the hrge<;t III elel..tnc!t\ ga, heat and v.a 
ter supph a, \\ ell as mIntnJ \\ here theIr 
stake IS 72 and 67 percent respel..tl\eh 
\\ nh 33 percent foreIgn o\\nershlp ex 
ceeds the a \ erage 10 the processmg mdu,
tn Busmesspeople aIT1\mg tram beyond 
HUl1"an , border~ h.l\e aLqUired slgmtl 
cant ,take, III the buIldmg tndusm In other 
tield, ho\\e\er toreIJn share rem.lllleu 
under 20 percent 

.+3 18 

3.+ 71 

1873 

1829 

1773 

1288 

Country O,m stake HL'F bILlion 

S\veden 967 

S\Htzerland 898 

Belgium .) 8.+ 

CIS ) 2.+ 

Italv 389 

Other 7 14-

Unlled Siaies 
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RATIO OF FOREIGN CAPITAL 
AT COMPANIES MANAGED BY THE SPA, ACCORDING TO BRANCH 

Branch 

Elecrncl!\ gas he.!t and v. ater suppl) 

\hnlllg 

Tran~pon storage po~t and telecommunications 

FInancI.!1 Jcm Hies and supplementary ser\lces 

Agnculture game mana"ement and forestry 

BUilding mdustry 

~ccommodatJon and catenng 

Subscribed caplt.:d 
HlTmllhon 

.. b1504 

568796 

717394 

9083 11 
1731676 

2535561 

3430714 

Foreign share 
HlT mllhon percent 

327944 72 63 
381474 6707 

4001 550 

0 000 
1964 99 11 35 

617604 2436 
4.)4147 13 24 

Real estate deals leasing and se["\ Ices assisting In bUSiness acm ny 38 303 I I 661463 1727 
Trade \ehlcle and consumer goods repair 113 0:!6 51 990791 877 
ProceSSing Industry 

Total 

Branch 

ElectrICity gas heal and waler supply 

Mining 

Transparl Slorag posl and lelecommunicallOns 

FlnanclOl activity 

Agriculture game managemenl forestry 

BUilding Induslry 

Accommodation and (olerlng 

Reel eslale Ironsocllons leaSing and services assisting In bUSiness actIVIty 

Trade vehicle and (onsumer goods repon 

Processing Industry 

31233963 1049"-1077 

56720881 141,63009 

I Oomesli( shore o Foreign shore 

3360 
2497 

100 000 150 000 200 000 250 000 300000 

RELATION 
OF INVESTMENTS IN ENTERPRISES AND COMPANIES 

MANAGED BY THE SPA 

lear Imestments (HlF billIon) 

DomestIc Foreign 

Subscnbed copltol In HUf milhon I 

HUF b II on 
110 ODD 

100 DOD 

80 000 

60000 

PRIVATIZATION 

Although foreign m 
\ eSlments contmue to pre 
dommate m Huneanan 
pm auzatlOn In 199, do 
mestlc In\ estments sub 
stanllalh Increased con 

cemmg the propem man 
aged b\ the SP~ ThiS IS 
pnmanh the result of the 
fact that a number of new 
pmauzauon methods were 
Introduced (emplo)ee 
0\\ nershlp acquIsItion 
ESOP leasmg pa\ ment In 
In~tallments sales for 
compensauon \ouchers) 
which enabled domestic 
entrepreneurs v. lth httle 
capital [0 gaIn ground In 
pm atlzatlOn Thus 1993 
turned out [0 be the first 
year \\ hen the \ olume of 
domesllc Imestments ex 
ceeded the \ olume of for 
elgn Imestments In enter 
pnses and compames man
aged by the SPA r-..atu
rally the form of IDvest 
ments differs greatl) For 
elgners bring pnmanly 
cash v. hile the cash ratio 
of domestic purchase 
transactions IS at a mIDI 
mum sales take place pn 
manl) through loans and 
compensation \ ouchers 

- , , 

iLl , , , , , , , , , 
1989 15-b 1282 
1990 109.+6 222.+5 

40000 

20000 ---
_021 s:£)----

__ 08--
o 1<!;9B .... !::-=--=--1~9-.0---,~99-,---,~ •• --2--~1993 

1991 26797 62,'+1 

1992 37102 50679 

1993 10.+ ,02 57781 Cl------- Dames! c 0---- Fo 9 
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OFFER 

La~t D.e\.emb.er the gO\ .ernmenr d.e 
ctd.ed on the '1ccekr . .ltton of the 
pr[\ atl7.1t1On proLe,., the introduction ot 
n.e\\ prdaentlll p.1\ m.ent m.ethod~ and 
.1 comprehen~l\ e sun e\ ot the 
prl\ IttLa110n l>,ortment .l,c\.ordInglv 
the number ot ~.11e~ to ESOP or;:anILa 
tlon, and ~.11.e, b\ U'>Ing E,I,tence Credit 
InLre l,ed slgmtlLanth In [993 A ne\\ 
pn \ atlZ.1tlon technique pnvattzatton 
[e.1>lng \\as abo l..lunched In that year 
In a con~lderabh ,maHer volume than 
the other s.lle, techmque, The >pread of 

preferentIal pavment techmques I, also 

shown bv the great Increa,e In the ratIo 

of domestic 1m estors m sales 

Gy 

Kom 

THE SPA'S 
BIGGEST OFFER 

SO FAR 
County 

BudapOSl 

Bocs K skun 

Boronyo 

Bekes 

Bonod AbDUl 

(song rod 

Feter 

Sop on Mason 

HOldu B her 

H .. 
om Eszt gam 

N grad 

P. r 

$omogy 

NUMBER OF COMPANIES, 
ACCORDING TO COUNTY Putting compensation \ ouchers on 

the market ga\ e an especlalI} large 1m 
petu, to the process of pnv atlzat10n In 
part the,e Increase the P.lCe of the sale 
of state propert\ In the form of campen 
satton voucher/,hare exchange tran~ac 
tlOns prefernng those ongInally com 
pensated A specLal advantage of thiS 
form IS that a number ot successful se 
cunttes are to be tound among ,hares of 
fered tor compensation vouchers Thus 
manv of those entitled to compensatIOn 
who thus became shareo\\ners Will re 
mam In contact with the share market tn 
the future Share ownershLp IS begtnmng 
to become a mass phenomenon and a 
propnetarv class keeping a part of Lts 
savings In corporate shares LS to be 
graduallvestabllshed 

Szabolcs Szotl11a 

It LS a SImilarly Important advantage 
that the SPA IS mcreasmgh appro\lDg 
pa\ ment for the offered compames m 
compensatIon vouchers Ob\ lOusl} thiS 
does not lD\olve those ongmally com 

Volume of property 
lHUF milltonl 

THE PROPERTY OFFERED, 
ACCORDING TO COUNTY 

200 000 

1 SO 000 

100 000 

SO 000 

a 
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§ 
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0 SO 100 1 SO 200 250 300 
Numb r of compan es 

SIZE OF COMPANIES OFFERED 
ON THE BASIS OF OWN EQUITY 

] § ~ j! En g 
~ 1 ~ = .;; 

~ 
~ 
~ 

1 

• HUF 100 200 million 

o HUF 200 500 millIon 

~ HUF 500 millIOn 1 billIon 

o Over HUF I billIon 

~ 0 .;;: ~ ~ i ;2 

'" ~ 
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OFFER 

Number 
of employees NUMBER OF EMPLOYEES INVOLVED 

100000 IN PRIVATIZATION, ACCORDING TO COUNTY 
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COMPANIES OFFERED FOR SALE, ACCORDING TO BRANCH 

Agmullure 

M nlng 

Processing Industry lIBllml!!!ElIlI ••• 
BUilding Industry 

Ele~r City gas and water supply 

Wholesale and retol11rade '1iI!l1i1i~ 
Hotels restaurants 

Transpor1oflon telecommun cations 

Financiol medlallon 

Reol estale rentmg 

Other servlI:es 

Other 

o SO 100 1 SO 200 250 300 350 
Number of companun 

VALUE OF PROPERTY OFFERED FOR SALE, ACCORDING TO BRANCH 

Ag cult re 

M 9 

P ocess ng ndust y JIJi~l!liliirJtllllliBll 
Bu Id ng nduslry 

Elect c Iy gas and wale supply ,DIlIiE 
Wholesale and reta II ode 

HOlels eslauranrs 

Transportal on lelecommun cat ons 

F anetal m d at on 

Real eslOle re t 9 

Orhe 

~ § :;g I g § § 
§ § § § 

Volume I 

e J! g; ~ =I -= ~ e ~ 
~ ~ ~ "" ... 

.;: ~ 
:j 
.;: 

pemated as m most cases a tremendous amount 
IS m\ oh ed far e ... ceedmg the a\ erage proportIOn 
of compensation However the solution \\as that 
the adequate secondary marJ...et of compensation 
'.ouchers evoh ed creatmg an opportumt\ for those 
compensated who are unable to participate m share 
e ... changes or land aUCllons to sell their compensa 
non \ ouchers e\ en If not at face \ alue 

Pursuant to the government s resolution sur 
\ e\ mg the pn\ atlzanon assortment and the estab 
lIshment of a umfied data base enabled the SPA to 
offer for sale HUF 34) bllllon book \ alue worth 
of propert\ m 713 of ItS compames exceedmg the 
total number and \ olume of sales so far 

It IS expected that the actual purchase pnce paid 
for the offered propert) \\ ill substantlallv lag be 
hmd the booJ... \ alue 0\\ mg to the pnce allo\\ ances 
that can be dra\\ n and the losses made bi the com 
pames m\ oh ed last year Most of the compames 
are acU\ e In the processmg mdustry appro>..lmately 
20 percent of them In trade and mne percent m ag 
nculture 

SI\!V percent of the compames m the list are 
\alued at between HUF 100 million and 1 billion 
The ratio of compames \\Ith a booJ... \alue of less 
than HlTF 100 mIlllon and those \\ Ith a book. \ alue 
e'l.ceedmg I billion IS 20 percent each 

The SPA sells a maJon!) staJ...e at three quar 
ters of the compames and JOO percent 0\\ nershl p 
appears on the offer list at more than half of the 
compames Eighty big compames represent half of 
the mass of propert'r offered for sale act)\ e pn 
manh m the hotel mdustf) processmg and trade 

The umfied offer ~tructure does not mean that 
the ,ale of e\ ery compam m the hst can be com 
pleted m 199-1- At the same time n pro\ Ide~ a re 
ahstlc chance that this) ear s sales 1I1 term, of the 
number of compames and the \ olume of ,ales \\ III 
e\ceed pre\ IOU; sale; 

er 
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I Current situation I 
NUMBER OF COMPANIES 

-\ssigned to the SPA In 19891 

Compames assigned to the SP <\ 

Tr dnsfcrred to other state holding orgamzatlon 

Liquidation final accounting 

Transfonned b) the SP-\ 

• State enterpnse 

4PP'Olllll£ltetgzll e 

2000 
1848 

189 
432 

1197 I 

30 

Oftlus 20 ale phamwC\ cellters alld 10 izqzzzdallolls al1dfil1al 
accolllltlllgs <lIe elpected 

Nr) H 11f,A. -a FACTS ON PRIVATIZATION 

OWNERSHIP STRUCTURE OF BUSINESS ORGANIZATIONS 
WITH SPA HOLDING 

(%) 

At foundatIOn At present 

'SP'!'" 8462 6208 
• Local gO\ emment 463 494 
• Hunganan Imestors 5 ;:,2 21 ;:,4 

Oft/liS emplo\ees 037 ;:, 89 
Foreign 10\ estors 5 17 1145 

SALES FOLLOWING THE REORGANIZATION 
OF COMPANIES 

(DUE TO PROPERTY PROTECTION) 

1990 1991 1992 1993 Total 
NUMBER OF BUSINESS ORGANIZATIONS 

I Number 37 180 329 650 1 196 
'!"'sslgned to the SP <\ 1312 

- Compallles establrshed through trans!onnaIlOn 1197 
- Compallles establrslred bl fOllndatIOIl 1\ rtlrdrallal of 

jllllJS or founded before rhe establishment of tire SF 4 1 15 
• Transferred to other hold1Og orgamzatlon 

• Liquidation tinal accountmg procedure 

• 100 percent sold 

• lJ P for sale 
(Lllsold 01 pal1lal!\ sold compallles) 

VALUE OF THE PROPERTY ASSIGNED TO THE SPA 
(HUF BILLION) 

62 

38 

492 

720 

In enterpnses 
SP'!'" propertY In busmess orgamzatIons 
(eqlllf\ plOpOI tWllate \ alue) 

1536 I 

358 17 

·+30 

\ alue (HLF btlhon) 722 21 71 2133 6719 11753 

AMOUNT APPROPRIATED FOR REORGANIZATION 
FROM PRIVATIZATION REVENUES 

1990 1991 1992 1993 1994 
\larch 

Value (HlJF billIon) - ;:,8 59 0644 

SALES ACCORDING 
TO TECHNIQUES SUPPORTING 

DOMESTIC INVESTORS 

1991 1992 1993 1994 
March 

Total 

1234 

Total 

Wllhdra\Vn propert) up for sale 
377 83 I ESOP • Total Humber 7 118 22 147 --------------------------------------

Pnvatization of companies ~ I i 
SALES I 

Number of SIze of property soldl I 

compames (HUF bIllion) 

ACCOld1l1g to the sr:e of 
oilirers/llp rrght sold 

100 percellt 
-\.bol e 50 pel cellt 
Belol\ 50 percell! 

492 
163 
35 

17584 
17350 

;:, 47 
:5481 

~(c rJ/lig ro rite prOl/Sl01lS oflile \\orld Ba1Z~ rite I.ltole propem OJ me 
b I Ie's or,am allOll call be regarded as propem 111\ oil ed 111 pmal1.allOll 
ar s 'es abOle 0 pelcelll \Iltereas for sales beloll ,0 perce11l tire 
correspol dill. SI e IS rhe propem laille of the busmess pan sold 

face \Glue (HUF bIllIOn) - 180 2179 
Leasmg 

/lumber 9 
face lalue (H['F bIlIIOIl) - 302 

E Credlt 
\Glue (RLF btllroll) 101 907 21 70 

CompensatIOn \ ouchers 
face laille (RL'F bllllOlI) - 22 1642 

SALE OF SHOPS 
(PRE PRIVATIZATION) 

1991 1992 1993 

I'< umber 4066 3;:,71 1428 
Value (HlF bIllion) ;:, 09 610 4;:,;:, 

546 

7 
216 

806 

497 

1994 
'larch 

416 
076 

290;:, 

16 
5 18 

3984 

2359 

Total 

9481 
1650 
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FACTS ON PRIVATIZATION 

SP.\62 08 " 

OWNERSHIP STRUCTURE OF BUSINESS 
ORGANIZATIONS 

20000 

15000 

SALES OF SHOPS 

10 000 

Foreign Investors 11 45 % 
a------El 

~ .. ----... .., 
5000 ..... ...... 
o~~ __ ~ ____ ~ ____ ~ ____ ~ 

1990 1991 1992 1993 

I r.: ____ value (HUF million) G- - - - - - number I 

Foreign investments 

BREAKDOWN OF INVESTMENTS ACCORDING TO COUNTRY 

I\umber ,"umber of ForeIgn share' 
ofcompames I"' estments (eqult\, HtF billIon) 

Germanv 73 88 3968 2109 '1: 
Au~tna 99 12-1. 39-1.3 2096 CC 
U nlted State~ 24 29 2009 1068 q 
The 1'< etherlands 13 15 1829 9n CC 
France 31 33 1698 902 'Ie 
umted Kmgdom 28 ~., 

-'- 12 88 68:> C;C 

S\,eden 8 12 967 5 14 '1: 
S v. Itzerland 12 14 931 496 C7c 

BelgIUm 7 10 .) 84 3 JO "c 
CIS 13 1-1. 5 24 2 79 CC 
Itah 20 21 389 207 "e 
Other 27 31 6 83 1 63 CC 

Total 357 423 18815 10000 CC 

• Includ/lz~ salt'101 propern pi oreet/oll alld III ~l1Id prope n III 

testmellIs atfOlllldal1oll sales of It lIfldralt 11 propem raz,e oJ 
capital sales of shares alld busliless parts (does IIOt mciuae 
greenfield rmeSrmelllS) 

ACCORDING TO THE SIZE OF 
INVESTMENT 

PROPORTION OF FOREIGN SHARE 
IN THE COMPANIES ESTABLISHED 

For Jomt ~ entures 
For the total of compames 

6568 q, 
909 'k The Netherlands United Stales 
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FACTS ON PRIVATIZATION 

Revenues 
(HUF billIOn) 

1990 1991 1992 1993 \larch 199~ 

\ leld of properh 094 474 240 009) 
/dl\ I<hlld leilia/fee) 

Sales 
ForeIgn currenc) 053 2461 -1-098 25 )0 1099 
FOrInts (Lash) 01-1- -1- 82 17 )1 1530 2887 

Cash re' enues, total 067 3037 6323 4320 -1- 081 

• Loans 101 907 21 7 8060 
• CompensatIOn \ouchers 226 130 8571 
• Total re\enues 067 3138 7456 779 20712 

DEVElOPMENT OF REVENUES IN MARCH 1994 

Formts14 40 % Foreign currency 5 31 % 

ltablhhes toward 
the nahanal economy 

1978% 

Expenditures 
(HUF hlllwn) 

E\penses related to the mamtenance of 
'larch 1994 

the prnatlzatlOn process 2474 (11 86 C'c) 

Sales related costs 1351 (648 %) 
Costs of runnmg the SPA 0581 1279 't) 
Transferred to local go\ernments 0088 (042 %) 
Refunded to busmess organIzations (20 C1C) 0288 (139 %) 
Property management 0 166 (0 79 'iC) 

ContributIOn to the mamtenance of the 
prnatlzablhty of economic Units 1 7~2 (8 35 CC) 

ReorganIzation 
Of tlus of 1111 estnzent character 
Guarantee costs (bu\er banks) 

Ll3blhtles to\lards the natIOnal economy 
State debt mstallment 
Wnhdra\'.al of compensation vouchers 
Compensation vouchers gl\ en 
to local go\ernments 

TOT-\L 

1363 (653 %) 
0719 

0379 (1 81 %) 

8060 (38 75 %) 
8287 (39 75 9'c) 

0184 (136%) 

16631 (79 7S C;C) 

20847 (100 00 %) 

) "J 

Expenses related to the maintenance of 
the pnvahzatlan process 

11 86 % 
DEVELOPMENT OF EXPENDITURES IN MARCH 1994 

(ontnbutlon to the mamtenance 
of the pnvahzabtltty 

I Untts 8 35 % 
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TENDERING REGULATIONS MA Yf/ \ W2JJi V0 \-. \J ME 3 NV KBe:&, C?l 
) 

According to pre/,mlnary figures, the 169 companies belonging to the State Holding Com 
pany rAV Rt) registered profits of HUF 44 2 billion and losses of HUF 106 brllion In 1993, 
resulting In a netl're tax profit of HUF 33 8 bdhon The figure does not mclude the profit or loss 
of banks In the AV Rt 's portfolio The pre tax profit of AV Rt companies was HUF 22 1 bdlion 
higher than In 1992 

The A V Rt IS obhged by the 1994 Property Pohcy GUidelines to pay HUF 8 bl/hon In dlVl 
dends to the state budget this year The AV Rt paid HUF 28 bllhon to the state budget from the 
revenue received from the prlVatlzatlan of Matav, the Hunganan Telecommunications Company, 
earher this year It must stili pay HUF 28 269 bllhon from pnvatlzatlon revenue to five separate 
state funds 

In add,tion, the A V Rt has undertaken to guarantee loans or bond Issues totallmg HUF 20 
bl/han for the reorganization af 15 af Its compames The A V Rt estimates that It Will cost HUF 
60 bl/han to reargamze the compames In Its portfaho 

rnGTI0@0IJGTI@ rn@Q!J~rn®[]]0 
®[? llliJ@ 0lJ&rn CQ®~O[{)@ 

~QJj[P~ 
~ . ~'. • . = '. .' .... . . ~ . ........ 

SECTION I 
GE'-.ERAL REGLLATIO'-.S 

Title 1 
The ObjectIve 

and effect of the regulatIOns 

(1) The objectl\ e of these regulations IS pursuant to !l.ct 
LIII of 199:? on the management and utlhzatlon of bUSiness 
propert\ rem:llnlng In long term state ov.nershlp as \\ell as on 
the ba~ls of the pro\ lSlon In clause (I) of parJgraph 30 of t1us 
act and pursuant to Act LIV of 199:? on the sale utlhzatlon 
and protection of pro pert" In temporary state O\\nershlp 

I I to set the general rules of tendenng and ensure the con
clu'lOn of \\ell founded contracts sen mg the mo~t etficlent 
utilizatIOn of state propem aSSigned to the State Holding Com 
pJn\ (hereinafter At. V Rt ) a~ well as to protect the Integnt\ of 
bidding competitions b\ guaranteeing equal conditions for bid 
der, 

1 :? to regulate the rule~ of selecting and tendenng con 
sultants (proxies) nece~,an to fulfill the tasks of the A V Rt 
efficlenth \\ hile tak.lng Into account economic effiCiency and 
utllizmg e\ ef\ ad\ artage of selection through tendenng 

I ., to promote the Implementation of the objectl"es of the 
-\ \- Rt b\ condudlng \\ell founded and enforceable contracts 
and b\ guaranteeing the mte.;nt\ of the bidding competition 

(:?) The effect of the~e regulatiOns extends to e\en agree 
ment and contrad to be concluded \\nh any natural or legal 
per,on e'l.ternal standing or occa,lOnal consultants Irrespec 
tl\ e of \ alue hmlt 

:? I The A \ Rt deCides on the ~ale transfer to manage 
me"n or le:behold ot the ,tate propem aS~lgned to It as v.ell 
a, on assignment- related to the~e ta,h.s through tendennglbld 
din", procedure (~ompetltl\e blddmg) 

2 2 \Vhen definmg the conditions of transformation of busl 
ness orgamzations aSSigned to It or e\ en afterv.ards If neces 
Saf\ the -\ V Rt can requIre a bidding competition tor the ac 
qUlSJtlen of a stake by an external entrepreneur as detlned In 

clause (I) of paragraph ·W of A~t Llv of 199:? If It IS ju~ufied 
by the size and economic slgmficance of the company or If 
the ~ V Rt IS aware of se\ eral bidders acceptable as partners 

(3) Tendenng can be realIzed b} bidding compelltlOn or 
In\ nation of competltl\e bidding (competltl\e bids) 

3 I Regulation under pom t :? I ~hall not be apphcable 
(a) In the eyent of public bId for the sale of shares pursu 

ant to the la\\ on secunues 
(b) \\hen con"ertlng credit (recel\ able I to membership nght 

m bUSiness orgamzation 
(c) If the AV Rt prevlOush ensured option for external 

In"estor(s) 
(d) If the second tender announced by the AV Rt IS also 

unsuccessful In the absence of a SUitable bIdder 
(e) If the A V Rt transfers the state property to the busl 

ness orgamzauon In the form of non cash contnbuuon 
(D If the A V Rt uultzes the property In order to acqUire 

other a,sets or as a means of exchange In order to \\al\e ITem 
bershlp nght due to a local go"ernment In a transformed com 
pam 

(g) If the state property I, sold b\ a propem manager se 
lected b\ the A \ Rt dunng a tender and one \~ho promised 
to pa" an amount for the sale of the membershIp nght pre\ I 
ousl" dt-fined In a contract with the <\ \- Rt 

(hI for a contract to be concluded \vlth consultants If 11 
does not extend to an a~slgnment related to capital medlJtlOn 
portfoho management or search tor In\ e~tment partner 

(I) dunng the sale of a busme~s part In a limited Itablht\ 
compam 
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Tale :2 
Fundament'll PllIlclpleS 

The pnnclple ot the equaht\ of chances 

(-+) In the 1m naHon to tend.:r the am1c1U1lcer mu<;( en"ure 
equJI chance~ tor e\ en bidder Con«:'111n.= the pro\ 1~lon at 
makl11.= the otter and tender condition, Jrphed dunng the com
petnl\ e blddmg The announcer hJ, to dd111e the content ot 
the tender so that the bidders can ma1.e JPpropnate offers and 
the bIds ,ubmmed regularh on Hme are ,0mpJrable 

The pnnciple of publicity 

(:) Dunng the tender procedure the announcer IS com
pelled to ensure full publlclt\ for the participants of the bid 
dmg competition 

5 I The announcer has to ensure the demand for pubhcll\ ' 
Jccordl11g to the,e regulations for participants of the e\clusl\ e 
tender and those entnled to bid e\ en If the blddl11g compel! 
Hon IS e\c1usl\ e or ta1.es place through 111\ Itatton for compen 
It\ e bids The announcer has to puohsh thiS fact ~Imultaneou<;h 
\\ Ith publlcaHon ot the tenders l111\ It:ltlons for compeuu\ e bids) 
so as not to Jeopardize the exc1us!\ e character of the tendenng 

5 2 E\ef\ bidder has the nght to ,lLqulre all mformanon 
made a\ all able bv the announcer under thiS all data \\ hlch 
does not \ lOlate busmess secrets and 1<; common and neces 
~af\ m busmess life for a bidder to make a "" ell founded otter 
hJ.s to be made a\allable to the bidder to the fullest e\tent 
possible 

Prmciple of dIsposal 

(6) After publtshmg the tender In\Jtatton or the announce

ment of the e\c1usJve tender the announcer respects the ten 
der conditions announced and the tender regulation, made pub 
hc m ad\ ance funhermore the announcer ensures the mteg
nt\ of the deCISIon ma1.mg process These ha\ e to be applied 
e\ en 111 the e\ ent of the 1m Itatlon for compeutl\ e bids 

6 I The announcer can e\erClse hiS nght of disposal re 
lated to the tender "" Ith <;pectal regard to the subsequent modi
fication of the tender conditions the \\ Ithdra\\ al of the tender 
and the modification of the rules of the procedural regulations 
published onl) under the frame\\orh. of legal regulations re
lated to tendenn" and these tender re!!ulattons so that It does 
not Violate the e:senual nghtful 111ter;sts of persons m\ 01\ ed 
m the tender 

6 2 Bv submmmg an apphcatlon to the tender or makmg a 
bid the bidder ad.no\\ ledges the rules of the announcement 
as bmdmg on him 

63 RI!!hb ensured b\ these re!!ulatJons should be e\erclsed 
In harmo;) \\ nh their objectl\ es ;nd acwrd1l1g to the reqUire 
ment of good talth 

TENDERING REGULATIONS 

(a) .l,.nnoun.er llll\ Iter for bid) The A \ Rt or 0111\ other 
per~on Jctll1.= on comml~Slon by the AV Rt (e g propen\ 
m:lna>.er authonzed \\ Ith <;ale, right) a, \\ ell '1<; a con ultant 
actm; 111 hi' 0\\ n C'lP'lCIt\ dunng a compam 111ltlated ,lm 
phfied pm atlZ'\tJon procedure and the related bU<;JJ1e,,<; orga 
11Jzatlon JJ1 the La,e ot propen\ protection tran<;aLliolb 

(b, Bidder ('Ipplicant) -\11\ dome,tlc or foreign natural Jnd 
legal per,on bU'lI1e~~ organization \\ Ithout legal entJt\ or the 
blddmg kompetln~) communJt\ (con,onIum) of the tormer 
The re'pomlblllt\ of the bldd1l1g (competing) commum!\ (~on 
SOnIum) I, JOll1t and ,e\eral 

(I.. I State propert\ The propem propem pan of the state 
111 bus mess OriZ..ll11ZaliOnS as \\ ell as evef\ other nght of prop 
en) \ alue \\ h;ch has \ alue 111 economic and bus111ess hfe and 
trade 

(d) Pubhc 1m itallOn for bids 1m Itatlon for the purchase 
subscnptlon renting (Ie:lsehold) of state propem (propert) 
part) through the pubhc:ltlOn of a tender announcement lar 
ned b\ the pnnt media or any other means of 1I1formatlon for 
bU\ e"< not defined mad, ance 

(e) E"<c!u,l\ e tender 111\ Itallon for competltl\ e bids In\ I 
LatiOn to purchase (subscnbe) manage rent \Iea,ehold) ,Late 

, propert) (propen) part) so that only those 111\ ned b\ the -\ V 
Rt can ,ubmlt tenders 

(f) Pre qualtficatlon procedure A l\\ 0 or se\ eral round 
tender 111 the first round of \\ hlLh the announcer te,ts e"pe 
clall\ the ablltt) e\penI,e suitability and finanCial rehablllt\ 
ot the bidders On the baSIS of the first round the announcer 
Lomplles a list accordmg to ""hlch actual tendenng take, place 
through an e\c1usl\ e tender or 111vitaUon for competlt1\ e bids 
1\0 p~ce offer can be requested 111 the first round of the pre 
quahficatlon round 

(g) Smgle round tender A tender dunng the announcement 

of \\ hlch e\ ef) tender condition IS published 111 the 111\ Itatlon 
for tender The content of the w111mng tender forms part of 
the contract to be concluded 

(h) A.ltematt\e bid A bid "",hlch IS made dunng the penod 
open for submitting a tender b\ a bidder so that 111 addition to 
a bid suitable for the tender condmons he also submItS an 
other bid defernng from the arrangement or structure of the 
tender announcement 

(I) Se\eral round tender 0\ tender dunng the first round 
of \\hlch the announcer selects the panIclpants of the next 
round from among the bidders mah.111g \alld bid, and 111\ ltes 
them to supplement or mod If, their bids 

(J) L 11lficatIOn of bids If the announcer of the tender or 
the announcer permits bidders .... ho ha\ e made a \ ahd offer 
111 the first round and quahfied for panIclpatlon 111 the ,econd 
round can mah.e ajomt bid 

(1.) '\otlfication (mformatlOn) Information rele\ ant to the 
tender must be dlsclo,ed to those 111\01\ ed b\ 111'111 te1efax 
tele\ or telegram 

TItle 3 SECTIO' II 
NotIons SPECI~L RLLES OF 1'\,"IT-\TIO' 

(7) \\ hen appl\ 111g the,e procedural regulations the fol-
FOR CO"\lPETITIVE BIDS 

10\\ 1I1g notions ha\ e to be applied Jccord1l1g to the fol1o\\ lI1g (8) The"c IS no tender 111\ Itatlon (announcement ad\ ertlse 
men!) m the e\ ent of 111\ Itatlon for competltl\ e bid, lI1terpietatiOn 
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TENDERING REGULATIONS 

~ I The tKt ot the In\llatJOn for ~ompetll1\e bld~ hl~ to 
be publi,hed 

~ ~ In the e 'be ot an 1m lllllon for LOmpellll\e bld~ .1lIea~t 

three bid, h.\\ e to be 1m lled \\ hlle en~Llnn~ equal conditIOn, 
The perwd open lor ~Llbmlltln;o a tender I~ .1 nUllImum nl 11\ e 

J.1" 
~ The In' Itcr tor bid notltle' the bidder on hI> deelSIO ( 

rel.Jteu to the judgment 01 the bld~ a~Lordlng to Londmon, ~et 
111 the In\ n Ulon tor bid 

S -+ Othen\ I~e rLlle~ rel.1teJ to e\dUSI\e tenders ~hould be 

ldequ.1teh applied tor In\ nallon, tor bid \\ uh dlfferen~e, de 
SCribed In the~e re,;ulatlOm 

SECTIO"1 III 
Ar-.i'.OL'!\,CEME'T OF THE TE"1DER 

Title 1 
Types of the tender 

(9) The tender can be publLc or e ... cIuSl\ e 
9 1 Tenders are public unle~s the general manager or the 

deput\ general manager entitled for announcing a tender de 
clde, In la\ or of announclOg an e~cIu~l\ e tender Dunng a 
publIL tender the group of eligIble bIdders can be restncted If 
ju,tltied for ,pectal profeSSIonal mtere,t or competltlon con
sIderatIons 

9 ~ An e~cIusI\e tender can be IOvJted If the character and 
Imrortlnce ot the state propem subject to the tender or the 
solution of task.s related to us most effiCIent utt!tzatJon JUStI 
fie, the particIpation of pre\ lOuslv defined Imestors or busI
ne,~ partners or other competltJon policY reasons prevail (for 
eum-j?le to a\ Old hostile bu) outs) For the purpose of select 
mg a consultant an excIusl\ e tender can be announced e\ en 
m the ab,ence of the above conditions 

9 3 The mode of the tender has to be disclosed on an 
nouncement (secret kno\\ ledge ot the data of the bidder 
etc) 

The announcement 
and publIcation of the tender 

( 10) The tender IS announced b" the A V Rt or a person 
assIgned b\ the A" Rt or the compam or bus lOess orgamza 
lion 

10 I The pubhc tender hao; to be publt,hed 10 at least t\\ 0 

nallonal dally ne\\spapers and the Clt\ county or regIOnal 
dalh accordmg to the propert) to be pn":ltJzed 30 da"s be
fore the first da\ of the deadltne set tor the submtsSlon of the 
tenders The announcer can decIde to publtsh the tender m for 
el~n financIal economIc perlodlcalt s) a, \\ell 

10 2 The annoum,cr notifies the bidders mvolved about the 
e\,c1usl\ e tender slmultaneoush and dlrecth 

For an e~clusI"e tender the tender announcement has to 
be 'em to at lea,tthree bldder~ The faetthat an ex.:1u~l,e ten 
de" ha~ been tn, ned must be pubhshed b\ the announcer tn 
t\\O natlon..!1 dall, ne"spaper~ 

If a pre ouahficatlon Ibt e\,l,b In connectIOn \\ nh the ten 
de" the paruclpanb of the tender ha\e to be selected pnma 
nh from thl' It,t 

In h 1I mom \\ nh the Or~amz.llionJI and Oper .1UOll11 Re~u 
!.Juon, \lId the r~I.1t~d deL "IOn b\ th~ bO.1rd th~ B~)~rd ot DI 
reLlOr, thL gen~rJI m.1n \~er Jnd the depU!\ ~~n~r.11 m.1nlk-er 
I~ entul.::d to Jnl10Llilec th~ tend.::r -\ le;oJI .1d, I,~r h.1, to pro 
\ IdL 111 Opll1l0n trom J Iepl POlnt ot \ I~\\ on the 1Il1l0LmU: 
ment ot the t.::ndcr 

The JnIlOUnL~r ot the tender" entltkd to deltne the ten 
der pellOd 

(I I) -\ tender can be JnnoLinced tor the \\ hole or cert \In 
pMb (p.1rh) of the ~tJte propem (propert} pJrt) 

(12) The tender can .11'0 be announLeJ to t .... o or more 
round, In thiS ca"e bIdders selected ~ a re,ult 01 the fir,t 

round can plrt1Llpate 10 the "econd or follo\\ 109 round, ac 
cordmg to conslderauon" ,et In ad\ance and publtshed b\ the 
announcer In the "econd round onl) blddlOg condmons pre 
vlOu,h dl~clo~ed b\ the announcer can be modified to other 
p.1rts bid" made m the fir~t round remam 10 torce 

( I"') In the Lour"e of the tender procedure \\ nh the e~cep 
t10n of tho"e to pomt 13 1 the announcer mu"t not change the 
conditIOns of the tender and the mode of procedure and judg 
ment 

13 I The announcer can ch.mge the condltlons dl,closed 
to the bldder(s) as descnbed 10 clause (13) or rules (regula 
tlOns\ or anv of them dunng the tender only once accordmg 
to the lollowmg 

(a) If he matotatoed thiS nght 10 the tender announcement 
b\ m.rrkmg the condmons that can be changed or 

(b) It he extends the deadline for submlltmg bids 
13 2 Changes accordmg to clause \ 13) and pomt 13 1 ha\ e 

to be publtshed accordIng to rule, pertaInIng to the announce 
ment ot the tender and the lOvJtatIon for bIds and ha\e to be 
sent to eyery pam concerned The fact that the bId, submIt 
ted prevlouslv ha\e been taken mto account \\Jth respect 10 

the change has to be disclosed m the notificatIOn 
The tender can be modIfied onl v so that the bIdder should 

have at least 15 da\S upon modlficatlon to submJt a tender 
13 3 The deadltne open for submttttng the tenders can be 

extended by a ma~lmum ot 30 da)s on one OLcaSJOn m Just! 
tied cases The announLer notIfies the bIdders of the deadltne 
thus e~tended slmtlarl\ to the announcement of the tender at 

least 15 days betore the e~plratlon of the ongmal deadline 
and m the case of e~clU~lv e tender notlfie" the partIcIpants 

13 4 The announcer mu,t not change the tender announce 
ment 15 days betore the expIratIon of the final deadlme 

(14) The tender announcement (advertisement m- nation 
for bid) shall contam 

(.1) the name and location of the organIzation announctog 
the tender furthermore If the tender \\ as announced on a~ 
slgnment of the A" Rt a related reference 

(b) the obJedl\e and character of the tender (open or e~ 
elUSive) for a multi round tender the number of rounds fur 
thermore an mdlcatlon as to \\hether the bidder can bId to 
secret (the name ot the bIdder IS dbclosed m a ,eparate closed 
en'elope) orv.nh "Ignmg hl~ bid 

(e) the name ot the propen\ property pan (bu,tness pan 
share) to be put to propen'. m..!nagement (leasehold) or on sale 
as the subject of the tender 

(d) the place mode and deJdhne of submlttmg the tenders 
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For a publIc tender at le.!>t ,0 da\' ha\ e to be en<;ured for 
m 1\...111£ the hId~ at lea,t I.., da\ <; tor an e\.c1usl\ e tender and 
11\ e dJ\' for an 111\ nJllOn tor compet!l!\ e bids 

Ie) the dur Ulon of the tender obligallon 
It) dl c10'111= the pl..tce to a<;\.. que<;tlOns concern1l1g the ten 

der ..tnd the <;(lUrLe ot e\ entual tunher 1I1fOrmJllOn 
(=) 111 the cJ,e of the a\ all..tbllIt\ of a det..tlled tender an 

nouncement or pro>peclUs or lI1tormallon documents the place 
method time ..tnd co,t of \ le\\ 111g them 

( I) In additIOn to data lI1L1uded ll1 the tender announce 

l11ent the detJllc!d tc!ndc!r announcement has to cont:un 

I a) the content~ of the tender announcemc!nt and ItS appen 

dl\.e~ 

(b) the procedural regulations 

(c) the mode and conslderattons ot the Judgment of the bIds 
(d) the phLe and llme of the announcement of the result 

(If the Judgment of the bIds takes place \\ Ithout pubhcJl\ It 

should be referred to ,eparatel) ) 

(e) \\ hen apprO\ ll1g alternatJ\ e bids a related reference 
(f) If the bids are approved also ll1 another language than 

HungarIan a reference to thiS 
(g) an] nght encumbenng the subject of the tender 
(h) the obhgator\ offiCial pro\ \Slons 
(I) the obhgatlon of personal participation 111 the course of 

pertormmg the tender 
(j) an} other data deemed necessary b) the announcer 
iJ 1 In the tender 111\ natton the announcer can speclf) that 

\\ hen submltt1l1g the bIds the bidder shall enclose a bId guar 
antee and draft contract or make a statement on the appro\ al 
of the draft contract sent b\ the announcer 

I:> 2 The bidders ha\ e to submit their bIds 111 fh e copies 
one COP\ of \\ hlch IS duh Signed and stamped (ongmal slg 
nature 111 the case of pO' ate ll1dl \ Iduals) the others 111mahzed 
\\ nh a mark referr111g to the tender b] the deadhne and at the 
place of <;ubmlttll1g the btd personall] or through a pro,<\ 111 
the pre<;ence of a pubhc nota!") \\ ho takes nunutes on the e\ ent 
ThiS pro\ \SIon IS not \ ahd for the 111vltatlOn of competltl\ e 
bids 

i:> .) If the tender IS atmed at the full or partial sale of an 
economic orgamzatton the tender announcement ha~ to caIT\ 
re I e\ ant balance figures 

15 4 At the sale of securities correspondmg regulations 
also ha\ e to be taken tnto account 

15:> Pnor to the announcement the announcer IS entitled 
to ha\ e the \ alue of the property (propert) share) assessed b) 
an auditor 

(16) If the announcer IS an enterpnse or a bUSIness orgam
zatlon the tn\ natIOn to tender and ItS appendIxes ha\e to be 
pre,ented to the A V Rt before their pubhcatton for counter 
<;Ign..tture 

16 I A tender I~sued b\ an enterpme or bu~me~~ organl 
z..ttlon can be pubh~hed onh ..tfter bemg counter,lgned b\ the 
A \t Rt 

I 17) I f the tender announcement 111\ oh es a propert\ or ac 
tI\ Il\ tor \\hlch the 1.1\\ prO\ lde\ nght to local go\ernl11ent~ 
the Opll1lOn ot the local gO\ ernment Illvoh ed ha~ to be asked 
for pnor to the publIcalIon of the tn\ lratlon to tender and thIS 
taLl has to be mcluded ll1 the tender announcement 

TENDERING REGULATIONS 

The pi 0\ lSlons of thiS claLl ~ I11U~t abo be applIed for other 
t..tte or=..tmzatIon~ Ie g '\.tllon..tl HI-tonc !\!onume11l Protec 

tlon Supen 1\lon) 
(18) !f on the ba,l<; of propem management (,lie) con 

tract to be conduded as the re,ult ot the tender the announcer 
\\ O.'ltS to C011\ e\ a p..trt of the \ leld (dn Idend ~h..tre) to the 
p..tn\ obbged to render the ,e r \ Ice upon contractual p~rtor 
mance till' f..tct has to be dl'c lo,ed m the condl!lon~ ot the 
tender announcement 

(19) In propem protectIon ca~es If neLe~Sal\ figures re 

bted to the de~lred dlreetlon mode and other eondltJOns ot 
the utl!tzatlon of ~tate propert\ thJt are neees~an for prepar 

lllg a \\ ell founded bId h:1\ e to be earned 111 the tn\ Hallon to 

tender 
(20) If the tender m\ nation does not rule otheT\l be the 

bidder has to keep secret the fact ot hIS particIpation at the 
tender or the fact of the \\ Ithdra\\ a1 of hI> bid as \\ ell as the 
content of hiS bid until the PUbUC.1tlOn of the resull of the ten 
der ThiS does not extend to facts dIsclosed to the financmg 
bank 

20 1 In the ll1\ nation to tender the announcer can grant 
e\.empuon from under the obhgatIon of confidenualit\ accord 
mg to clause (20) 

20 :2 The announcer handles the content of the bIds confi 
denualh until the dosmg of the tender and does not pro\ Ide 
111formatIon on their contents either to oUblders or to the par 
tlclpants of the tender The bidder can exempt the announcer 
from thIS obligation but he can prohlbn the publicatIOn of m 
dl \ Idual figures e\ en then 

:20 3 The announcer can disclose the name of a bidder par 
tlclpatmg at the e\dusJ\ e tender to the other bidders only If 
the bidder ga\e a \\ ntten appro\ al of publication 

20 4 Informatton can be pro\ Ided to the bIdder m order to 
clanfy tender condttlons be\ ond the pro\ lSIons of the tender 
In\ ttatton On site \ lSIts Lan be ensured but onlv tf It does 
not hurt the equalm of chances of the rest of the bIdders and 
pro\ ISlons related to handltng the bids unttl their Judgment 
Such mformauon must not result m the modification of the 
ongmal tender condmon(s) If the bidder IS pro\ Ided \\ Ith 111 
formatIOn or figures dunng the tnformatton or on site \ ISttS 
\\ hlch can affect the tendenng of rest of the bIdders thiS fact 
or 111formatton has to be disclosed to the rest of the bidders 

(21) For projects financed by mternatlonal finanCial aId 
programs (e g PHARE USAID) the tender condItIOns of the 
announcer have to be taken mto account "'hen emplo) tng e'< 
ternal consultants 

TItle 3 
Tender collateral 

(22) PartICipatiOn m the tender can requIre pro\ Id1l1g col 
lateral (e g earnest mone\ 111 the case of a tender \\ Ith 111\ e,t 
ment purpo\e) \\ hlch ha~ to be pre,enred to the announcer <;1 
multaneou<;h \\ Ith <;ubmlsslon ot the bid or b\ the date and In 
the \\ a\ detmed III the tender 111\ ItatlOn b\ the anlloun~er 

22 \ The collateral has to be returned 111 the La<;e of the 
\\ nhdra\\ al of the Ill\ Itatlon to tender the e,tablt~hl11ent of the 
111\ altdlt" of the bids and after the Judgment of the bid, \\ Ith 
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TENDERING REGULATIONS 

the tollo\, Ing e"ceptJolb Und~r the period of depo~n the ear 
ne~t mone\ doe~ not be.lr..tm Interest 

The collatenl IS not returned If n I~ tran~formed Into a 
~upplement.lf\ lJabIllt\ en~unng the contraLl conduded tur
thernlore It the bidder \\ nhdre\\ hl~ bid dUrIng the tender ob 
lJg.lth)n or the conclll~lon ot the contnct f..tlled lor rea~on~ due 
to hun or tor .In\ other rea,on that emerged In hl~ sphere ot 
Intere~t 

22 2 ~t the request of the announcer the bidder ha~ to cer 
tlh the content of hl~ bid If the bidder does not fulfill hiS ob 
IIg.ltlon to cel11ficatlon \\ nhIn the deadline ensured for thl~ 
he lo~e~ the collateral 

Tale 4 
Tender oblIgation 

the nght of dIvergence 

(23) The tender oblIgatlon of the bidder If the m\ nation 
to tender doe~ not declare otherwise begms when the dead 
Ime open tor subnuttIng the bids expires 

23 I The bidder has to guarantee hiS bid until the date de 
fined In the tender announcement but for at least 30 da\ s upon 
the e'(plratlon of the submiSSIOn deadlme except If the an
nouncer concludes a contract With a bidder who ha~ \';on the 
tender wllhIn thiS penod or nOtifies the bidders m wntmg that 
he has declared the tender unsuccessful 

(2~) The bidder can modlf) hiS bid onlv 
(a) If the tender announcement pro\ldes the opportunJt) 

and the announcer mVlle~ the bidder bv settmg a deadlme to 
modlfv hiS bid 

(b) If as a result of the first round of a se\ era! round ten 
der he quahfied for partiCipatiOn m the second round and can 
modI tv hIs bid subnutted m the second round accordmg to hm 
ItS set m pomt (a) 

In an ... other case dI\ergence from the ongmal bid IS null 
and \old 

2~ I In the tender announcement gO\ernmg the case de 
fined m 2~ (b) the proportion and mode of the dl\,ergence 
has to be deternuned and also the p.lrtS that can be changed 
In the absenLe of such a proHslon the bidder can change onh 
the finanCial part of the bid mcludmg the purchase pnce pay 
ment schedule and collateral The modification of an ... other 
condmon of the bid IS m\ahd m such a case the bid IS par 
tlalh null and VOId III relation to the part mvolved m the modi 
ficatlon and It IS replaced by the condition of the bid made In 

the first round 
2.f 2 L ntll the e'(plratlon of the deadline for submmmg the 

bId the bIdder h..ts dI~posal o\er hIS bid accordmg to the con 
dl Ions of these regulatIOns or the announLement 

Tale 5 
Withdrawal of the bid 

exclUSion from the tender 

(2") The announcer can \\ nhdra\\ the tender until the dead 
lme set for submItting the bld~ Rules applIed at publicatIOn 
mu,t be applied m case of \\ nhdra\\ al 

2.., I In the e\ent of the \\llhdra\\al of the tender If the 
tender document1tIon or pro~pedu, \\1S made ..t\allabk for J 
fee the announcer ha, to relund the fee In e"lh1n"e for the 
document~ 

(26\ It the bidder or an\ other p~rson In hi' ,pher~ of In 

tere,t \ IOl.lted the confidenu 11m of the tendt.r the bid 01 the 
bidder mu~t be excludt.d 

26 1 1\on perfomlance or Improper perform.lnLe of condl 
uon~ dI,c1o,ed In the tender announcement or documentation 
(pro,pedus) tunhermore gro~s \loJatlOn of the oblIgatIon to 
pro\ Ide data or anv other obhg1tIon encumbenng the bidder 
on the ba~ls of the procedural regulations re~ult III the exclu 
sion of the bidder from the tender 

26 2 If there IS no bidder who fully fulfilled the condmons 
I mcluded In the tender Ill\ HatlOn the announcer after clOSIng 

do\\ n the tender mJY regard the tender as an m\ natlon for 
I competltl\ e bids In thiS case the announcer as the one en 

tnled for Judgment can conclude a contract wnh the bidder 
makmg the most favorable bid If the tender corresponds to the 

I nummum requirements of an mvllauon for compeutl\ e bids 
or rna ... deCide to announce a new tender The mo!>t fa\orable 
of the bids has to be selected after thoroughly welghmg e\ery 
condItIon Thus specwl attention should be paId to finanCial 

I econonuc and emplo) ment policy conditions and reqUirements 
to sef\ e the best utliIzatlon of the state property (propertv part) 
bemg the subject of the tender In the case decreed III thiS para 
graph the tender obligatIOn of the bidder mvohed IS main 
tamed accordmg to these regulatIons 

(27) The bidder can wlthdra\\ hIs bid at an) time before 
the e'(plrallon of the deadlIne open for submISSIon under the 
burden of consequences defined m these procedural regula 
nons 

(28) The bidder must not demand compensation from the 
announcer for elaborating hiS tender and for any other reason 
m connection wah makmg a bid 

TItle 6 
The bId 

(29) The bId submitted to the tender shall con tam the par 
I tlal and legally compulsory statement of the bIdder \\ Ith spe 

clal regard to 
(a) the appro\al of conditions carned m the m\ ItatlOn to 

tender 
(b) the mode of utlhzmg the propert) or performmg the 

sef\ Ice related to the subject of the tender as defined m the 
mvllauon to tender 

(c) the amount of the purchase pnce or fee 
29 I If the tender prescnbe!> an obligation to pro\ Ide col 

lateral the bid IS \ aiid onh If the bidder certlfie, that he pre 
sented the amount of collateral dbclosed m the tender an 
nouncement m the form and \,;a\ descnbed there to the an 
nouncer or a person deSignated bi the announcer certIfies the 
deposltmg ot the amount of the collateral 

no) The bIdder can prohlbll the publIcation of certam fig 
ures Illc\uded m hiS bId e\en after the Judgment of the tender 
The bidder cannot forbId the publicatIOn of hiS name the tee 
and the performance deadline 
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SECTIO'\ IV 
E\ -'.LL -'.TIO .... OF THE BIDS, JL'DGME .... T 

OF THE TE .... DER 

Tale t 
Reception openIng and plesentatJon 

of the bids 

( ,I) Dunng the am\ al of the bIds the recen er m the pres 
ence of a public notarv \\ mes the e\act date of receIpt onto 
the sealed em elope contammg the bId and sImultaneously cer 
tlfies the receIpt of the en\ elope The public notm fills out a 
dOlument on the cIrcumstances of the subml!>slOn and open 
mg of the bIds and after opening he closes the bIds 

31 I The opening of the bIds \\ hlch arm e on time can take 
place In the pre!>ence of the bodv persons conductmg the e\ alu 
all on III an e\clusI\e Circle or In public (The opening IS pub I 

hc It the bidders and hiS proxIes can be present) 
The appoIntment of the persons (at least three) e\aluatmg I 

the bIds IS the task of the announcer of the tender 

TENDERING REGULATIONS 

(d) am c r mtonnalLon whIch the publIc notar\ P.lrtlCI 
patmg m the e\ aluallon deems neces,aT) 

In the case of e'\c\u,J\ e tender the supplement of the mm 
utes I!> the mmute, of take 0\ er en<;unng IdentifIcation 

Enclosed \\ Jlh the mmutes shall be e\ er) bid and docu 
ment III one 1.0P\ ea\.h The announcer of the tender ha~ to 

emure that the tender documents are deposIted In the central 
arch!\ es 

3~ I -\tter the opemng of the bIds the announcer rna) re 
que~t InfOrmallon from the bIdders so that the e\ aluatlon and 
compmng of the bIds can be duh conducted The questlons 
of the e\ aluatmg commiSSIOn and the an,wers of the bIdder 
m\oh ed shall be set do",n m WrIlll1g This mu~t not result m 
the essential change of the finanCIal and \ alue related offers 
formulated In the bid It mav seT\e onh theIr mterpretatlOn 

3~ :; The persons and experts aSSIgned by them partlclpat 
mg In the e\alUallOn (Judgment) of the bids Me oblIgated to 
mamtaIn a pledge of confidentlaiIt) Participants In the e\ alu 
atton (judgment) of the btds can use the mfonnatlOn the) be 

31 2 When the bIds are opened the presence of a publIc 
notan IS neces<;ary If the opening IS exclusl\ e or If It has been 
prescrIhed b\ the m\ItallOn to tender or In any other case If 
the announcer deems It necessary and Justified 

I came av.are of Il1 thIS capacltv only for e\ aluatll1g (judgIng) 
of the tender 

31 3 The pro'\ v of the bIdder has to cemt) by a public docu
ment or a pn\ate document "'Ith full pro\mg pov"er hIS en 
mlement of representallon and ItS lInut The bodv conductIng 
the e\aluauon after heanng those Imohed deCides on th~ 
nghtfulness of representation", Ithout debate 

,1 4 The task of the pubhc notary IS 

3~ 3 In the case of publIc tender a list shall be compIled 
of the persons/organizatIons tiling 0\ er the mfonnatlon docu 
mentallon or prospectus and It shall be enclosed to the mIn 
utes prepared on the opemng of the bIds 

:: 4 ~ The records prepared on the receIpt of the bIds sub 
mIlled to the tender and the data (senal number and date of 
receipt of bIds) necessm tor IdenllficatJon for the appendix 
ot the 1TIlnutes 

(35) Follo\\ mg the opemng of the bids the e\ a1uatIon com 

mission has to establtsh whIch of the bids are In\ aM The bid 

(a) to \\Itness the regular progressIOn of opening ne bIds 
he makes out a publIc notan S document on ItS confonmt, 
\\ Ith regulations contaInIng the follOWIng 

(b) re\Ie\\ s whether the bids correspond to requirements 
!>et b) the tender m\ ItatlOn 

I ders whose bid IS qualIfied InvalId must not partiCipate m the 
followmg phase(s) of the tender procedure 

(c) ensures that the evaluallon Idennficallon numbers In 
the mInutes are named furthennore the name number and 
date of pubhcallon of dally ne\\spapers In which the tender 
announcements ",ere pubhshed be set down 

(d) ensures that protests obJecllons and remarks announced 
upon the openIng or presentallon of the tender are set do\\ n In 
the mmutes 

(32) The pubhc notary IS not In the po<;ltlon to make deci 
SlOns of SIgnIficance m connection", Ith the tender 

(3) In the course of the pubhc openmg of the bids the 
name seat (place of reSIdence) and essential content of the 
bids has to be presented to those present '" Ith the e"ceptlOn 
of figures the publlcallon of \\hlch the bIdder prohibIted 

(3~) Upon the openmg and presentation of the bIds mIn I 

utes have to be taken contamIng 
(a) the place and date of takmg the mmutes the names of 

the pep,ons partlclpatmg m the e\ aluatlon and their capaCIty 
at the act the name ot the keeper of the mmutes 

(b) the subject of the tender the d.lte and place of the pub 
llcatlOn of the m\ nation to tender the last day of the deadline 
open for <;ubmJtlmg the bIds the number of bld~ submitted 
turhermore \\ hlch of the bIds arm ed on time and \\ hlch did 
not the e\ aluatJon <;erlal number and number of bIds 

(C) the ,hort de<;cnpllon of the opening and presentatIon 
of the bIds the contrIbutions and remarks of those present 

35 1 If the bIdder accordmg to the estabhshment of the 
announcer submitted an In\alId bId due to fonnal reasons not 
In\ 01\ mg the essence of hiS bid the bidder Cdn supplement 
the shortages \ oluntanl} or at the request of the announcer 
v. nhm fi\ e \\ orkmg da, s The \ altdlly of the bid IS establIshed 
after the expiratIon of the penod open for supplementIng the 
shortage 

(36) The bId IS Invaltd If 
(a) It \,as submitted b) a person 'Who IS not entitled to sub 

mit It or panlclpate at the tender 
(b) the bid v" as submitted after the expiration of the dead

lIne defined In the announcement or Its prolongatIon In a regu
lar manner 

(c) the bid does not correspond to the pro\ ISlOn~ of the ten 
der announcement legal rule~ or the<;e procedural regul.ltlons 

(d) In the e\ ent of an oblIgation to pro\ Ide collatenl the 
bidder failed to present the collateral to the announcer or pre 
sented It not accordmg to the pro\ lSIons 

(37) The In\alld bId has to be regarded so as If the bIdder 
m\ 01\ ed \\-ould not ha\ e <;ubmltted a bid under the gl\ en ten 
der procedure The 1m alJdlty of the bid does not 1m 01\ e the 
\ alJdlt\ ot the tender 

(38) \ alld IS the bId \\hlch correspond, In e\eT\ re'pLct 
(In form and content alike) to the pro\ lSlon, of the In\ ItatlOn 
to tender 
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NAY/2 v 01- v M e 3, N v M B e rz, {o CONFERENCE 

IHI~ I~ HOW W~ PRIVA lll~ 
CONFERENCE ON THE CHANGE OF OWNERSHIP 

•• r' - .,'. -"", 1,:'" • 't.' • ". 1 .' . 

With the particIpation of the minister In charge of prrvatrzatron, 
the heads of the State Property Agency 

and the State Holdmg Company, and representatives 
of larger compantes successfully privatized, a conference was held 

on the four year experience of the change of ownership 

THE ACHIEVEMENTS OF 
PRIVATIZATION 

Tamas S:.abo mmlster m charge of 
pm allLatlOn qressed m hi' "peech that 
the prn allzallon ot state assets IS at the 
hJ.lf\' a\ pomt so ~onllnuallon IS an ab 
"olute necessll\ m order to Increase the 
econom\ s compelllneness to create 
ne\\ Jobs and to pro\ Ide the capnal 
needed for the econom\ to functIOn To 
da\ all commerCial Units ha\ e been 
pn \ .. lllzed all compan es ha\ e been con 
\erted mto Jomt SIOCJ... compames and 
about halt ot the lompames ha\e pm ate 
0\, ners Dunng the past three \ ears the 
number of prnate entrepreneurs has 
more than Irlpled nsmg to 800 000 
v. hIle the number of compames has nsen 
10 1-0 000 more than a 20 fold Increase 

La\\ ~ ha\ e been made on compensa 
tlOn and on the quanllficatlOn of co op 
eram e, a<;<;et<; Con<;equenth the com 
pen<J.tJOn \ ouchers appeanng ll1 the 
econom\ ha\e entered the Hunganan 
capnal marJ...et and through the land 
pm all zall on 90 percent of the agncul 
tural land can go Into the hand~ of about 
)00 000 ne\\ 0\\ ners b\ the end of the 
\ ear Enabltng foreigner, to In\ est here 
did not bur local m\eSlOr\ lrum the 
pn\ :lllZJllOn pJOce,s Fort \ thou,and 
people participated In the Emplo\ ee 
Shure 0\\ ner<hlp Program and more 
th In 10000 Hunganan ,mall lIl\e<tor< 
u,ed E CI edit -'.nother out<t .. mdlllg re 
<,ult of the prl\ al1Zutlon proce<" \\ a' that 
la,t \ ear foreign c1.pltal of about L SO 7 
bIllion nO\\ ed mto the countf\ equI\ a 

lent to about half of Hungal) s net debts 
The achle\ ementc; pro\ e that pn\ auza 
uon v. as not Se[\ mg polItIcal purposes 
but v. as pnmanl) carned out on the ba 
SIC; of rauon:ll economic mterests That 
IS e\acth the reason \\ h) the mUllster 
considers It a mlstale that It IS mamly 
pollllcians rather than economic experts 
\\ ho cnuclze the pm auzatlOn process 
'VI hlle pubhc figures SPeak about 
pm aIJzallon scandals v. eeJ... after v. eeJ... 
the companies v. Ith ne\\ 0" ners talJ... 
about the good results of the pm auza 
tlOn also supported b\ the profits these 
compames maJ...e 

THE DEVELOPMENT OF THE 
PRIVATIZATION PROCESS 

At the InitIal spontaneous phase of 
the pm auzatlOn process mistakes and 
abuses of authorm did Indeed occur 
ThiS ho\\ e\ er IS not caused b) a lacJ... 
of expertlc;e smce the t\\O holdmg or 
ganIzauons did not e\ en eXist In 1989 
and 1990 The collapse of the fonner 
marJ...et~ and the msol \ enc\ of our former 
bus mess p1rtners did not exactl) help 
create a prl\ ate econom\ either l\Jelther 
competing nor competItIOn had an) tra 
dillon nor \\ a~ a model readll) at hand 
\\ hlch v.e eQuId h1\ e copied ..It the be 
gmmng of the 0\\ ner,hlp change This 
accounts for the fact that most of the 
cnttcI'1ll r~gardmg th~ pn\ attzatton con 
cern, tran"lctton done In thl< penod 

The ~O\ ernment completed llS 

pn\ allzatton qrateg\ at the end of 1991 
The nece~Sll\ of cre.ltlng ne\\ regula 

tlOns oftransfemng the nght of disposal 
to the 0\\ nershlp bodies and of tiling 
steps to strengthen the suppl\ and to 
boost demand v.ere laid down m thiS 
stud\ On the baSIS of the strategy Par 
hament created the decrees needed for 
the operallon of the t\\ 0 holdmg orgam 
zaIJons Follov. mg these the offiCials 
began to work out the fa\ arable 
pn\atlzatJon techniques such as the 
ESOP E Credn leaSing and pa) ment m 
Installments "hose posnn e effects be 
gan to sho\\ at the end of 1993 

TYPICAL CONFLICTS AT 
PRIVATIZATION DECISIONS 

Tlbor POllgrac:. preSident of the 
SPA. s Board of Directors explained the 
decI~lon makmg mechanism of cases 
presented to the Board of Dm!ctors For 
HUn!ranan 0\\ ners the bod\ did not re 
gard pnce as the decI<1\ e factor v. hlCh 
was not enurel) the case \\hen It came 
to e\ aluann; the bids of foreign m\ es 
tors although the amount of re\enues 
achle\ able \\ as not the onh pomt of con 
Slderallon m such ca<;es either Before 
maJ...mg a decl<lon the board conSidered 
<e\erallmportant factor<; ~uch as mam 
tenance of the pre<ent emplO\ ment le\ el 
and the size of equll\ Increase eApected 
The preSident of Ihe board stated that 
most of the deCISIons had been nght al 
though mJ<wJ..e, \\ ere made due to the 
large number of decl>lon< Ho\\ e\ er the 
fact that the pre~s cntJclze, the pn\ attza 
lIon process \ lrtualh mce~sanll) IS ac 
counted for b\ the c1J,h of <e\ eral m 
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CONFERENCE 

te:re:~b dunn,; the pro,-e:,!> and the: hct 
thJ.t the:re 1re lo'>ers In e\en, tende:r He 
menuoneu the re;oullr ar;oume:nb \vtth 
the nlum,-Ip.ll ottl,-e!> I>.tn e'-.lmple re 
Le:n!h ,-on'-t.rmng the: pn\ .ltlzatlOn ot 
ph.lnn ILle!> Tht. pre!>ldent ot the Board 
ot Dlr.:dor> nlJ.tnt.lln.:d th.lt It I!> not nght 
to ;ol\e l.lrge .l,!>eb to the munlLlpal of 
tiLe!> a, th.:\ J.re not tn, be:tter ov,ners 
th.tn the: !>t.lte Th.:retore PongraLz IS 
bJ.tt1.:u b, th.: court ruling '\ hlch gave 

In'; to th':lr porttolto tnJ.de a IOtal profit 
of HUF 23 btllton In 199 Tht. A" Rt 
I!> not ,>J.tl,tJed \\ lth thl' r.:,ult ho\\.:\ er 
tht. profit" a!> not J. re\\ J.rd of a d\ n.lmlC 
d.:\eloprn':llt but J.n .:tteLt ot co\enn= 
the compJ.me~ debb -\nd thl!> I!> not 
enough a, the, IJ.t1ed to lue! the Hun 
ganan econon1\ the CEO LOIlLluued 

There I, no ].,no\\n lonnulJ. for the 
Ea~tern Europe 111 tran,tormJUon said 
Horst Fohr PR manager ot the: GermJn 

the 0\\ ner,hlp nght, 01 the pharmaCies I Treuh,md1n,talt 111 a leLture entitled 
111 Beke, Count~ to the local mumclpal I Soluuon to Hunganan Prl\ attzatton 
office e,peclally con!>ldenng the fact I from a German Per,pectl\e Hungary 

that the ParltJment had already made a !>hould not count on external help he 

cleJ.r demlOn on the matter In the SPA!> SJld Hungarv ha, to ,ohe Its problems 
fa, or alone Just It!"e the Germans dId He 

stressed that the tran,fornlatlOn cannot 

THE STATE AS AN OWNER 

In hi' speeLh LajOS Csepl CEO of 
the State Holdll1g Company (A V Rt ) 
argued agall1,t entru,tmg to mmbtnes 
the management of companies \V hlch are 
to remam 111 long term state ownership 
He behe'es that the mlmstnes would 
only be Intere,ted m mcrea,mg quantIty 

happen from one da\ to the next say 
mg Tho~e \Vho belle\e thJt m one or 
two years \\e "'IJI reach Canaan ""Ill be 
dl,appomted In spite of thiS he recom 

I mended completing the change ot o\,n 
ershlp as tast a, po~slble HJ.,tmess of 

I course has consequence, In Germany 
the costs or the transtormatlon pro~ess 
are a lot higher than the re\ enues gener 

I ated by the pn\atlzatlon One reason for 
thl~ IS that modernization and retammg 
the production capaclt\ (and as such 

I keepmg the Job!» \vere the pnme goab 
I Even so they could not a\old hqUidat 

mg o~er 3000 compame!> 

FIRSTHAND EXPERIENCE 

istvan Bruckner general manager 
of Centrum Aruhazak Rt spoke In the 
name of a happy successful and con
tent communm He explall1ed and 
praised the opportunmes an ESOP or 
gamzatlon has 111 the name of Europe s 
largest such orgamzauon He compared 
the four year process of transformation 

I to a pla\ ""nh a happy endlng where 
the audience does not h.now whether It 

I ""Ill tum out to be a tragedy or a com 
edy It all turned out \\ell 111 the end and 
they look to the future ""nh confidence 
smce the) ha'e remamed profitable dur 
mg the past tour years The, prepared 
themsehes for the pn\atlzatlon Gettmg 
the capital \\ as not reaIl} a problem el 
ther Be~lde, u:,mg the usual E Credit 

Brud,ner ,pol..e of the pO,'>lble dlt 
tlLulue, of the tuture a!> \\ ell He hope, 
that the anugolll,>rn lIlher~n! bet" t.en 
emplo\e;: and O"llef lJ.ll be uI"oh~d 
The ,teJd\ r~LonLlltJUOn ot Illtere~l> 

\\ III not be ea,y either 1, J Lon,onlum 
ot el~ht to 10 member,> :lI-o hold, J. ,t Ike 
III the ~ompolny Jpart twm the ESOP or 
gJ.ntL.ltlOn 

TobacLO =w\\ers ho\\e\er did not 
\\ ant thl, l..tnd ot pn \ :ltlZ.lllOn Alldras 
Semse) pre!>ldent ot the A"o,-lJ.tlon of 
TobaLLo Grower, 'tre~~ed thJt onI} ~e 
nous capnalln\e,tors ""ere cOll'>ldered 

~o one ebe could have pro\lded long 

term productlon ,ecuntv Theretore the) 
lobbIed ;,trongly tor the L !l1tt.d LeJ. To 

I bacco \V hen the pm atlzatlOn of 
I l'.\ldofer oLcurred ..... 0\\ It ,eem, thJ.t 

be!>ldes ot the technologlcJI Lhange the 
\0 000 tobacco gro\\ers In ';vtrSeg can 
h.eep the lr Job, Thev recen ed credit and 
support 

Cerbona Rt chose a rather comp\t 
cated pn\auzatton method A limited 
company formed bv the management 
the ESOP orgamzatton some of the 
gro\\ers and ~omt: pn\ J.te Ime,tors as 
""ell v"ere all part of the con,ortmm 
\\hlLh \Vas created tor the pn'vatlzatlon 
Tlbor Csodo malnt:l1ned that the enter 
pn,e \Va, \ lable In ItS present form 
Ho\\e\er trust and h.nowmg one another 
are at utmo,t Importance m thb com 
panv structure 

Ot the foreign In\ estors the mo,t at 
tentton \Vas paid to the ~peech of the of 
MagvarCom represental1\e vlagvar 
Com plaved a major role In the pnva 
uzatlon of \1-\ T >\ 'v Rt Palll B Gross 
an offiCial ot the German -\mencan <-on 
sortlum pOlnted out that competition 
v. as extremel" fierce On top of that the 
money at ,tah.e \Va, uSD 87) millton 

I He found It Important to ~tre,s that m the 
management of the company the A V 

I Rt and the \lagyarCom Me mvolved to 
an equal degree He said that bu)mg 
M -\ T -\" \\ as Important to them because 
the) look turther planmng to estJbhsh 
a net\\ orh. CO\ enng the \\ hole region 
FmJ.!lv he added We shall spend about 
LSD -+ billton on d\!\elopment m \our 
countrY b\ the \ear 2000 

\\ hlle Ignonng etficlency Moreover 
be<-au!>e of soclOlogl<-al and authonty 
con,lderatlons none of them would dis
pose of a loss makmg company The A V 
Rt ho""e,er also performs supervisory 
tash.s apart from those sternrnmg from 
O\vnershlp Comequently the A V Rt IS 
pnmanh mtere~ted m effiCient manage 
mt.n! and m gro\Vmg the value ot stolte 
asseb rather than m sheer po,sesslOn 
He mentioned the change m the nghts 
and opportunltles of the general manag 
ers of the compames o\vned b\ the A V 
Rt It IS no longer the board of dIrectors 
but the annual meeting who deCides 
about their legal condltlon, so the state 
can really use ItS o""nershlp nghts From 
now on the salmes of general manag 
ers Will depend on the profits of their 
company so the head of a company 
'" hlch owes debts to the ~tate cannot get 
a pa, raise The bonus system IS ar 
ranged m a \\ a\ that only a profitable 
compam can pay under such title Thev 
ha'e Jbohshed the practice ot no top 
hmlt and ~tlpulated that a maximum of 
50 percent bonu~ can be released Even 
thl, IS attached to the condItIOn that the 
company IS mah.mg a profit and take~ 
actions towards prn atlzatlon 

C!>epi abo olnal\zed the':" 'v Rt s 
bu,me~, re,ult The Lompolnte!> belong 

constructlon they managed to get a 
HLF) btlhon !clan mdl,pensolble tor 
further developments It should also be 
noted that more than 6000 emplo,ee, 
participated m the bu\ out bv 1m estmg 
more than HLF 60 mtlhon 

Szabo ,poh.e m fa' or of dl\er,tty m 
pn\ atlzJ.tlon m hI, concludmg \\ ords 
He placed 'pella! empha,l, on the 1m 
portance ot torelgn tn\ estor, and finally 
stated the pn\ ate eLOnOm\ ha, taken 
,-ontrol m Hungaf\ 
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TRADE 

a"o and h.l~ re!!l~tered capnal of USD 210 
milhon operates 80 shops and shopping cen 
ters \1 Ith an annuJI tumo\er exceed 109 VSD 
~10 mllhon 

(joe. 3 lJo H2cl!. '/0 

I mit trom the tor~lgn e\\.han"e authontle~ or 
If the\ are ho,,!er, of compen~auon \ ouch 
ers m thetr 0\\ n nghl But It a torelgner es 

I tabh~hes a firm In Hun,;an or If he I~ 

The tender m\ltluon alloll ed pal ment In I 0\\ ner of an J~ OI.lJuon In Hungan then he 

I regl~tered can condude contract, smce the 
dale on l\hlCh the apph\..ltlon IS ,ubmllted to 
the Reglstrv Court IS regarded J~ the d:lte of 

I regIstration Since the Hun".lnJn Regl'ln 
I Courts are overburdened .lnd the 1\ all to !let 

registered IS long It lIas 10glcJlto apph thl~ c3~h or E Credn 3S \Iell as compen~3tlOn IS regarded a~ a eSldent .md as SULh he re 
louc'lers Rule, of 11\\ and the SP-\ s ten Lelle~ the ~ame tn!.ltmem J~ am other do practice Thus the tender~ for the 

pmatlzauon of Budapest Kozen Rt submit 
ted by the lImited compame~ II nh forel n 

der rule~ regubte pal mem II llh compensa 
twn \ oULher~ 01 forelgner~ and Hung.man 
compame~ Illth foreign Interest The terms 
of pal ment .lnd terms of reference are supu 
lated bl the Lal\ on ASSOCiations the For 
elgn Exchange RegulatIons and the Law on 
Compensauon ForeIgners can onl) pa) "'Ith 
compensauon louchers If they have a per 

me~tI\. 10\ e~tor 

In the ProL e,s 01 the pm allzallon of 
BudJpe~tl kozert Rt both the Austnan 
HumJ and the braeII Super Sol set up hm 
ned compame~ \\ hose registration was under 
way dunng the tender procedure Under Hun 
ganan lal\s firms v.hl\.h hale submmed their 
registration apph\.atlon but have not yet been I 

I sta!..e v. hose registration II a~ undenl av II .lS 
qune legal and they are entitled to pal In 

I compensation \ouchers The bidders hale 
I agreed to buy the compensation \ ouchers at 

the Budapest Stock Exchange 
magos 

EUROPE'S LARGEST ESOP ORGANIZATION 

Deportment store chain Centrum Rt has regIstered capItol of HUF 5 bIllIon and shareholders' eqUIty 
of HUF 8 7 bIllIon The company has c cham of 26 stores, whose turnover totalled 300 mIllIon 10 1993 

Turnover IS expected to amount to HUF 19 5 bIllIon thIS year, WIth pre tax profIt of HUF 450 mIllIon 
Centrum's ESOP orgamzatlon and a lImIted company set up by the management purchased a 51 5 percent stake 

at face value The consortium estabhshed by the two groups paId HUF 420 mllhon In cash, 
HUF 754 mIllIon WIth compensation vouchers, and HUF 1 374 bIllion uSing E CredIt 

@[3[]]l]UlQO~ D~ [3~[])[1®m[3 

®~[3m0C=iJD[]) 
\v Ilh the slgmng of the pnvatlzatlOn 

contract after four) ears of \Hanghng the 
case of the Centrum Aruhazak Rt (Centrum 
Store~ Rl) has come to an end The SPA 
sold) I percent of the Centrum shares to the 
ESOP orgamzallon and to the consoruum 
estabhshed b\ the management called 
Str::ttegla Kft (Strateg\ KIt) 

The assets of the Centrum are HL F 8 7 
bllhon and Its capital stock IS Hl'F 5 bll 
hon Twent~ Sl,,( percent of the assets of the 
chaIn store v. as acqUIred bv the 3)00 mem 
ber strong ESOP organization and 2) per 
cent \\as acqUIred b\ the Strategta Kft Lo
cal go\emments hold a 13 5 percent stake 
In tre Rt whIch employs ~OOO people and 
has 26 stores The SPA v.lll sell a funher 
10 percent sta!..e to the emplol ee~ on fa\ or 
able LondltlOns and l\1ll!..eep 2:> .) percent 
These data sho\\ that the emplolee~ and the 
maJonl' o\\ners of the cham store are the 
same Thus one of Europe s largest ESOP 

v orgamzallons \\ as created at the Centrum 
Emplo\ee~ can bu. the 51 percent bloL!.. 

01 shares at face \ alue of thIS thel Iv III pav 
Hl F ~:O mllhon In cash HCF 7"1.+ rrulllon 

I m compensation \ouchers and HL'F I 37~ 
bllhon with E Credit 

Out of the :, percent stake bought by 
the management they \\111 !..eep only t\\O 
percent the remammg 23 percent ""Ill be 
handed o\er [0 producers and consortium 
partners The cham store can mrrnedlateh 
recel\e a capital mJectlon smce under the 
pn\atlzatlOn contract the asso~tatlOn<; form 
mg the consoruum ""ere only able to buy 
shares at face .. alue on the condItIOn that 
they undertoo!.. capital mcreases m the range 
of HCF ~o 2.)0 ITIIlllOn totalhng HllF 900 
mIlhon m t\\O \ ears time 

Among the members of the consortIum 
IS the mvestors group of ~drel\ Sarlos the 
Hunganan born Canadian busmessman 
ThIS group ha, agreed to perform a capital 
mcrease of HL F I bllhon 1\ IthIn a vear and 
they haye also bought the bloc!.. of shares 
v.orth HLF 2~0 millIon of Gellert Co 
v. hlch beLause of changes m condlllons 
v.lthdrev. 

The Gellert Co \\as an mterestIng 
pla\er 10 the tr:msacllon From the bloc!.. of 
shares \\ orth HL F 2)0 ITIIlhon It \\ anted to 

buy - under a background agreement con 
I eluded WIth Centrum v. hlch the parties are 

othen\ Ise enutled to pnor to the deCISIOn 
I of the board - It \\ould hal e resold a block 

of shares worth HUF bO IIlllhon \\ Ith con 
slderable profit to the }.IBO or If the man 
agement proved msohent the compam 
should hay e patd for the shares regatned thiS 
way 

But the bac!..ground agreement got 
around pnor to the conclUSIOn of the pm a 
tlzaUon contract Therefore the SPA deCided 
that It \\ould postpone the conclu~lOn of the 

I contract 10 order to thoroughlv eUlTIlne the 
condllions of the background agreement 
But the \\lthdrawal of the Gellert Co 

I cleared the last obstacle m the v. a I of 
pm auzauon 

\" Ith thIS form of pm auzallon the par 
lles m\ 01\ ed thm!.. that the future of the 
cham store \\ h1ch has operated profitabl\ 
so far b guaranteed Three nel\ units hay e 
been added to the Centrum m recent years 
and half of the stores ha\ e been reno\ ated 
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Matav Ihe Hungarian Telecommunications Company had an aher tax profit of HUF 1 6 billion on 0 turnover of HUF 675 billion In 1993 HUF 400 million of the 
oftor tax profit was spent on payment obllgohons to be covered from the after tax prollt The remOlning HUF 1 2 billion was set aSide as dilidend fund In line with 
the privatizatIOn deal HUF 500 million In dividends was pOid to the State Holding Company lAY Rt) Magyar(om Consortium !Deutsche Bundesposl Telecom -
Amorltech) which holds a 30 2 percent stake EBRO With a stake of 1 98 percent and IFC (0 98 percen!] Iransferred their dividends Into Ihe profit reserve together 
With the HUF 30088 million contnb han to the reserves from the AV Rt which holds a 66 74 percent stake In Matav Motov Rt has registered capitol of HUF 104228 
billion and Its profll and capitol reserves previously stood at HUF 77 billion Malav Rt plans to establish 250 000 new telephone lines (including 75 600 In Budapest) 
thiS year, which represents an Increase of19 3 percent Malav plans 10 spend a 10101 of HUF 34 billIOn on regIOns (overed by ItS notIOnal conceSSIon and HUF 9 billion 
on areas which It gamed through locol tenders while HUF 21 5 billion wdl be spenl on additional Investment Twenty mne of Hungory s 54 regions are Included 10 lIs 
notional concession whde 10 further primary areas were awarded to Malav followlOg 25 local (on cession lenders Malov RI has Installed some 500 000 new hnes 
since 1990 bringing the total number of phone lines m Hungary up to around I 5 million 

~l1&W 
EMPLOYEES AS OWNERS 

• • , ." :. I..~. '.' • -. .' "... < •••• 

-\ long held \\lsh of the emplo\ees of 
the HungarIan TelecommUnicatIOns 
Compam, \lata\ Rt, came true \\hen 
the -\, Rt deCided at the begmnIng of 
\13\ to sell shares to the com pam 's em 
plol ees The emplovees of the countn '5 

largest telecommUnicatIOns compam 
\\111 be able to purchase shares at a 50 
percent price reductIOn 

The -\ V Rt offered 278 833 of Its 
\Iata\ shar> to a face lalue ofH1..."F IO 000 
each II hlch represents ~ 7 percent of the 
tOtal stock of \latal shares said lozsef 
Barall)al head of \Iatav sHuman Re 
~our\"es De1elopmenc Department The pur 
chase price which 1\ a~ set dOlI n b} the A \t 
Rt II as the sarna as \lag\ arCom paid dur 
mg he pm aHZatiOn of the compam that 
IS ::'6 I percent of theface I alue Of thiS 
the .l.,. \ Rt gil es a ,0 percent discount and 
abo grant, funher preterences for the re 
mammg part Emplo\ ees \\ III hal e to pay 
I, percent of the reduced purchase price In 

cash or \\ lth compensation louchers and 
the rest 10 Installments 0\ er three \ ears \1 Ith 
Interest the same as that of an E Credit 

The ,l\erage number of shares an em 
plo\ ee IS expected to purchase IS I, and 
no plan; hale vet been appro\ed tor a pos 
~Ible 0\ ersubscnptIon The ma"lmum 
number of shares an emplo\ ee 1\ III be al 
10\1 ed to purcha~e II III be speCified under 
me allocation regulatlom of the as~et man 
agement orgamzatlons Smce not onh the 
emplol ee~ but other group~ a~ II ell are 10 
tere,red m Mata\ ~hare~ these group, 
;:'0< lble pre ~mptlon n=ht~ mal lImIt the 
number of ~hare' empl0\ ee' II III be able 
[0 pJrc'1a<;e The -\ \ Rt ha, appro\ ed 
re"l.I .. !lon, for emplo'ees ,elhn~ their 
<;take In the comp.!111 to 1 third per,on 

These regulatlOns stipulate that Mata\ has 
the nght to repurchase thIS stake Illthm 
file I ears Ifan emplo\ee leales the corn 
pan} wlthm three \ ears of the subscnptlon 
of the shares the shares \\ III hal e to be of 
fered to the companv at the purchase pnce 
the emplo\ ee paId for them The .l.,. 'v Rt 
conSiders the rights for repurchase and pre 
emptIon Important because It I\ants to 

a\ Old creating a profit mcentl\ e for em 
plol ees to purcha ~e ~hares The A V Rt 
\\ ants the emplo\ ees to purchase company 
shares to strengthen their ties to the com 
pan) The sub~cnptIon penod IS expected 
to begm In September after all the detalh 
of the subscnptlon are cleared up 

Emplol ee 0\\ ner,hlp I, not ne\\ at 
Mata ... SInce It \\as alread ... Included m the 
reorgamzatlon plan Emplol ees hal e also 
been mterested 10 the share purchase and 
theIr Interest has gro\\ n stronger after the 
enactment of the Emplovee Share Own 
ershlp Program (ESOP) the Propem 
PolIcy GUidelInes and the launch of the 
Preferential Share purchase Program 
(PSP) The emplo)ees mtere,t represen 
tatlon organIzations put pressure on the 
compam Ilhen the pnlatizatIon process 
approached the end (lI,13ta\ emplovees 
are represented b\ one large and sel eral 
smaller trade unIons) \1ag\ ar Tal kozle~1 
Szak,zenezet (Hunganan TelecommunI 
cations Trade L mon I to II hleh mo~t em 
plolees belong and the Central \\ ork 
place CounCil unaOlmous!l \\ anted the 
emplo\ ee share offer Defore the 
pnl atlZatlon Th.elr ~un e\ of the 
compam ~ emplO\ ee~ pro\ ed a keen In 
tere,t and Intenllon to pur .. hase ~hare~ 
HOI\ e\ er the .l.,. \ Rt retu,ed the pro 
pO,JI ,al Ing rhe ,hare~ 1\ auld h.!\ e a real 

prIce and \ alue onll after the 
pmatlzatlon 

\Iata\ s management has al\\a\ s 
agreed \\ nh the emplo\ ees orgamzatIons 
on the Imponance of the emplo\ ees 0\\ n 
ershlp Smaller disputes OCCUlTed onll on 
the spwfic date for It and the amount of 
shares to be offered for the e'l1plo\ ee~ The 
management conSidered emplol ee 0\\ ner 
ship Important becau ,e tt IS a method 
prOl en m II orldl\ Ide practIce EmplOl ees 
beha\ IOf and attitude to\\ ard \\ork are 
strongh mfluenced bv beIng able to re 
cell e dl\ Idends and to Influence pnce 
rates For example the\ under,tand the 
management S Ile\1 e\tremeh \\ ell 10 en 
SIS sttuatlons hence thel are \\ IllIng to 
make temporan sacnflces In addmon 
the\ dosel\ mOnitor the compan\ s actI\ 1 

ties and busmess perforrnan~e A..t \latal 
the emplo\ ees are fuIlv al\ are of the new 
opportunmes \\ hlch hal e opened up as a 
result of me pn\ atIzatlon and the equttv 
raise the\ know the companl s manage 
ment II ell and trust their 51.111, In Ile\\ of 
all thiS thel conSIder the share purchase a 
profitable 101 estment Since the\ all count 
on the Increao;e of the share pnces 

The promotion of \!alal s ESOP pro 
gram IS In harmom 1\ Ith the programs -
compen~atlon PSP ESOP E CredIt and 
so on - II hlCh h:l\ e been deSIgned to pro 
mote ,hare purcha~es of mam people In 
the pa~t fell \ ears The~e program~ are 
re~ulated bl the Propem Poll .. \ GUide 
lInes and \Ialal s ESOP program IS car 
ned out a,cordmg to the -\ \ Rt , cOllcep 
tOil In the future \lata\ \\:1'1t, to offer 
more shJ.re<; to the emplo\ ee<; e\ el"\ time 
the equlI\ IS ral<;ed but the condlllon< \\ III 
not 011\1 a\, be so preterentlal 

TL 
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PRIVATIZATION HAY (2 

RESULTS OF PRIVATIZATION 
1990-1994 

: ; .: .', ,.:. • -, :' _~I~.~ •• ~ • 

OBJECTIVES AND RESULTS 
OF PRIVATIZATION 

ObJectzves of and e'CpectatzOllS from HUllganan 
prnatz:.atzoll 

Pn\auzalJon IS a process of social adaptation Imohmg the pnvau 
zauon of the bUSIness propert\ of the state (\alued at more than Hl'F 
2 billion) the transfer of local government propeny (\alued at HLF 
2 ,tnllIon) the registration of cooperative propenv (\alued at HLTF 
200 bIllion and In\ oIl mg I 2 rrullIon persons) and LOmpenSation (Ial 
ued at HLT 220 billion and mvohIng I 3 rrulhon persons) 

The pnman obJecme of Hunganan pnvatlzauon has been the 
e~tablishment of an effiCient market economy controlled by owners 
and competIlI\e mternatIonall) contnbutIng to the modernizatIOn ot 
comp.lIlIes by addlllonal dra\\mg m of capnal and to the restoration 
of the econorruc eqUihbnum through pnvatIzatlon proceeds Pma 
lIZatIOn at the same tIme fuels econorruc restructunng and helps en 
sure the countrY s mtegratlon Into the \\orld econom\ In addmon 
an Imponant objectl\e IS to mamtamjobs ~one oftre political forces 
que~tloned the strategic objectives of econorruc transtormatIon and 
pmauzatlon 

At the same lime the ImplementatIon of these ObjeCliVeS faced 
difficult mternatlOnal and domestIc condmons 

The ImtIal objectJ\es ofpmauzauon and e'lpectauons had to be 
confronted" nh the conditions of the economH. transformatIon pro 
ces, F rst among them IS the Hunganan state debt I\Juch m com 
parson \\nh GDP IS the tifth largest In Europe \!ajorproblems In 
elude the mcrease of the budget deficlL mflatIon bankruptCies and 
hquldallons Imolvmg a great proportIOn of the corporate sphere In 
the 1\ ake ot the collapse of the former Comecon markets and the 
shnnkage ot the mternal market sales opponumtles decreased caus 
mg the profitablln"v of compames to decrease substantially m the vears 
atter 1990 

Phases of the pnvatz:.atzoll process 

In Hungary the first phase II as the penod of spontaneous pm a 
uzatlon bem een 1987 and 1990 The spontaneous process was made 
pOSSible bl the corporate and transformation la"s The process of 
the transformation of enterpnses appeared as rearrangement mto cor 
po rate forms as the first step of pm auzauon at a llme \\ hen state 
o\\nershlp sllll dommated The e\tent ot pn\alIZaUOn was smaller 
then but the mllo\\ of foreign capital ho"e\er ,10\\1\ began At 
the ,arne .Ime ,OClet\ has been Imtated bl the phenomenon of those 
In po\\er m:lImalnlng their poslllons through spontaneous pn\a 
lIz:mon 

The second phase of pn\ anzanon set In mOllon II Ith the estab 
h,hmem or tre State Propert\ -\genc\ (SP-\) resulted m the strength 
en ng of he st:lle control ot the pm anzanon process and the launch 
Ing of centralh planned programs A prelImInarY pm atlzatlon pro 
ce" ,t..ned \\hlch assisted In the maSSI\e establishment of small \en 
tures b\ ,ales through bh .. dmg A.~ a re:~ult more tran !O 000 ne\\ 

lenture~ \\ere e,tablI,hed pnmanl) In the sphere of ,er'vlle, In Jd 
dillon the I.entral!\ InItiated first and second pnVltlZatIOn programs 
1\ ere l.lUnched the fir~t \\as the pmauza!lon of20 selected big com 
pame~ \\ Ith the assistance of foretgn consultants and the second was 
the pm Juzauon of the corporate propem manJgement center, Also 
the pm auzauon of bUilding enterpnse, valuable office bUildIngs 
old chateaus and hl~tonc 1\ me dlslncts was organized Into a program 
Centrallv tmuated pnvauzauon programs f:uled to meet expectations 
no ma~'1\ e sales tool. place At the s.!me time mvestor InItiated 
pm allzanon started qUld.h pnmanh thank~ to the slzJble lnlest 
ments of torelgners 

The third phase of pm allzatlOn began In Augu,t 1992 At tJus 
pomt the ne\\ pm 111zatJOn regulatIons took effect on the sale ullh 
zauon and proteclion of property m temporary state o\\nersJup and 
on the management and uulizatIon of bUSIness pTOpeny m perma 
nent state ol\nerShlp 

The nell regulatIons prollded for the transformauon of e\ ery 
Hunganan state enterpnse Into a bUSiness organizatIon hsung those 
I\Juch \\tll remaIn m state o\\nerstup (In 100 or 50 percent or to a 
smaller extent) The O\\nershlp nghts o\er these are exerCIsed bv the 
State HoldIng Company (-\ V Rt) The remammg (much larger) pan 
ot state enterpnses ho\\eler need to be fully pmauzed 'Which IS 
the lask of the SPA The method of selecung the buyer or the prop 
em manager IS the In\llatIon of tenders and compeutl\e bids 

-\ctuallv the finanCial set of mSlItuUons that operates pnvauzatlOn 
and a~sIsts In soh Ing structural proolems IS e\OhIn2 In the third 
pnase B\ then the mass ot compe:nsauon \ouchers m circulanon sun 
able tor pmalizatlOn \1111 represent a substanlial \alue and the E'I 
Istence Credtt granted 1\ III reach tens of billIons of fonnlS The Loan 
Guarantee Rt tS estabhshed along \\ lth de\ elopment companies nsk 
capnal compames and the instItute of loan consohdalion 

CHARACTERISTICS 
OF THE PRIVATIZATION PROCESS 

General features 

RIght from the begInnIng pmatIZaliOn has been caught In the 
mIddle of confllctmg Interests bell\ een emplovees and mvestors and 
competmg mvestment groups of different strategies Howe\er Hun 
ganan pmauzalion \\as relatl\eh sUI."essful In balanCIng conflict 
mg mterests and otten contradictIng pmatlzauon considerauons and 
needs Tills IS due to the f1e-"lblle and pra2matlC practice of pma 
tlZallOn "hlch dlstlngubhe, Hunganan pm atlzatlon from the cen 
trahzed and less dl\erse methods of other countne, 

Hunganan pnvanzallon practice Implements a market t\pe pn\a 
tlzatlon The most Important pn\atlZ:lllOn obJectl\e I, to create effi 
clem o\\ners control 'With genume o\\ners In the course of tender 
Ing In addillon to pnce offers the profes,lonal ablittIes of the 10\ es 
tor are a],o tal-en mto account The pnnclple of competitIon I, to 

ensure the: equalm of chances and the openness of the pm auzatlon 
process 
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The main feature of HUIl!!:uun pn\ aUZ:Ulon IS Ib dl\ ers!t\ 1'.0 
pr!\ aULauon te~hnIque predomInate, the transfonnauon of 0\\ ner 
,hip I, unde'"\,a\ In ,e\er.ll ch.lnne', slmultaneou,h The maJont} 
(1f the bu\er' of 'tate propel1\ are trade In\estors Lnul the end of 
10 92 th~ .110 of rorel:n capital In the acquI'lllon of propem \\as 
,en high \ -0 to SO percent I But:1' ot 199~ pnmanl) as an effect of 
preferenual technIques the p.ll1l'-lpaUon 01 Hunganan Ime,tors has 
be<-ome domInant 

P17.1 atr:.atzoll tec!zmques and methods 

The Eustellce (E) Cn.dlt 

The E Credit has been u\aIlable to Hunganan m~estors SInce 
1991 The amount of Slale propert\ purchased \Hth lhts credIt has 
Increa,ed e\ ery \ ear The ullhzallon of the E CredIt got new Impe 
tus at the begInnIng of 1993 \\ hen the government Introduced easIer 
terms the base mterest rate \I as decreased to three percent onto \\ Juch 
creditor bJnh.s \\ ere allol'. ed to charge u ma>.lmum four percent tn 

terest dlfferenllal B} the estabhshment of the Loan Guarantee Rt It 

became pOSSIble for benefictanes pro\ Ided the} dId not ha\ e adequate I 

funds to ash. the Rt to act as pa\ Ing guarantor 
o\fter the modlficallons the 0\\ n tund eXpIratIOn penod and grace 

penod changed as follo\\S 

I Total amount ofloan O\\n fund E'\plranon Grace 
and Installments perIod period I 

Lp to HL"F) milhon 2 percent b years 3 years 
I ~----------------~----------------~---

AbO\e HL"F 5 nulhon I) percent b } ears 3 } ears 

Supplemenung theIr o\\-n fund> \\ Ith E Credll many Hunganan 
Clllzens ha~e become the malO partIcIpants of mnumerable success I 

ful pm atIzallon transaCllons The ratIo of pm allzallon purchase trans I 

aClJons sen led bi E Credits rose to 21 percent III 1993 The growth 
\\-as enabled pnmanl} b\ the easIer terms for drawlIlg loans The to 
tal amount of E Credit dral'. n by the beglllmng of 1994 reached HUF 
32 billion 

ESOP 

The Emplovee Share 0" nershlP Program IS an Imponant Instru 
mem of preferential propem acqUlslllon III many cases sa\ mg Jobs 
from hquldalJon -\150 through the 0\\ nerslup conscience of emplo) 
ees It can promote more effiCIent economIZIng The spectacular up I 

swmg of sales through ESOP "as an ample response to tho>e \\ho 
doubted thIS fonn of share acqu slllon by employees \Vlule emplo\ ee 
share 0\\ nershlp tooh. place III se\ en cases m 1992 the number of 
ESOP sales reached 126 b} the end of 1993 WIth a total I alue of 
o\er HLF 23 bIllion L nder the ESOP program 4) 000 persons ac 
qUlred propertv b} the end of 1993 

One guarantee of the stabJiltl of ESOP companIes mIght be that 
contra" to often heard cnllClsms a large number of the sales tooh. 
place not agamst the managers \\Ill but v.lth theIr actne pamclpa 
tlon or e\en at theIr Inlllall\e 

In mall' ca,es an ESOP offer I' accepted because e'\temal III 

\ e,lOr, \\ ould offer onh a 10\\ er p'lce and Its apprO\ al \\ ould prob 
ablj result III the appearance of 0\\ ners short of suffi<-Ient capaal 
E\en In such cases ESOP enables prI\atlzalJon after \\hlch the 
com pam s management (In mam ca~e, becommg part o\\ners) can 
,-oncentr Jte on stablllzmg the ~omp~1l\ In a number ot ca'es the\ 
acqUIre prop~rtl together \\ Ith e\te'TIal 1m e,tor, \\ ho contnbute to 
the acqul,llJon of funds nec<-ssm for later de\ elopment Repa} ment 
of ESOP loans IS due In three \ ear, that 1<; from 1996 97 BI then 
the stabilIzation of the marf-.et pO>lUon, (e\ldent SInce 10 9,) "Ill 

PRIVATIZATION 

hopefulh allol\ the ac~UmUI.ltlOn of relenue, and thus repa\ ment 
\\ III not be Impeded 

PSP 

Thl' program I> meant to accelerate the pnl:lllZaUOn ot, :ne prop 
erl\ Tnrou:h the Preterenll.!1 Share purch.!>e Program I PSP) se\ 
eral hundred thou<;and ne\\ 0\\ ners \\111 appe.!r on the marh.et \\ ho 
\\ III be able to >ub,cnbe the shares of70 \\ ell h.nO\\ n Hunganan com 
pames at a \alue ofHLF 120 billIOn '\s of the launchIng of the first 
pha,e of the program In -\pnl 1994 tens of thou,ands of utlzens are 
able [0 ,ubscnbe ,hare properl\ In p otnable compames mo,th In 

the commeruoll hotellndustnes CompanIes put In the PSP program 
\\ ere those m \\ hlch the propem IS 0\\ ned at ;) 1 percent b) trade 
1m estors ThiS nught be an adequate guarantee tor the profitablllt} 
of the compames and their future stablhty Therefore m addlllon to 

the concern of small shareholders for a dn Idend there IS also Inter 
est from trade In\ estors concerned about the ,ufficlent de\ elopment 
of the compam Tne ,uccessful cooperation of small In\ estors and 
trade partners IS \\ ell Illustrated bl [he cases of DanublUs and PICh. 

The follo\\ mg compames are to be In\ oh ed m the mIlial phase of 
PSP 

- In 1991 the Sopron Brenen \\ent to the)1 percent o\\ner,hlp 
of Braun Lmon -\G the lar[est -\u,rn.ln bre\\ef\ compan\ The -\us 
tnan pannerral>ed the ongmalh HVF 1 bllhon equll\ bl HL F ,,00 mil 
hon thus the pre\ IOUS .. 0 percent share of the SP II, decreased to ~8 per 
cent In spIte ot the I) percent dodme of domestic beer consumption 
last \ear the Sopron Brewef\ s sal s fell b\ onh file percent chmbmg 
from fifth to thIrd plac. In the bUllness on the domestic nar~'t \\ Ith 
HLF 27 bllhon 10 sales re\enues the compan\ produced a HVF )00 
mllhon profit 

- The eqUll\ of Pannoma Hotels IS HUF 6 7 billion on \\ hlch the 
-\ccor hotel holdmg of France share, ) I percent -\Iso the London based 
EBRD holds a fe\> percent share pac~age Ongmall} the mtroductlon 
of the compan\ on the <lOck e>.change was planned later but e> en so 
there II no obstacle to the pubhc share Issue takm2 place 10 autumn 199.:1 
The SP -\ shares HL F I 4 bllhon of the equ1l\ one third of \\ hlch \\ III 
be put 10 the PSP program 

- Pannonplast Rt mosth luJo\\ n for llS CUf\ er brand household 
amcles \\as organized lOto a holdmg of more than a dozen hmlted II 
abllm compames last vear Flft\ one percent ot the o\\nershlp propor 
tlon of the holdm2 center \\ as taken over b) a foreign iinancIaI 10\ est 
ment group 10 199" In the mdl\ Idual compames <e\ eral Japanese Aus 
rnan Korean and Bnush plasuc mdusm companies hal e shares The 
tumO\er of Pannonpla,l producmg pnmanl) for the domeluc market 
fluctuated around HL F .. ) billIon In the past \ ears and produced HUF 
,,00 mil han m prollt -\t the general meetmg m \Iarch 1994 the raise of 
the eqult} \\as deCided B} thIS the SP-\ s share \\hlch can go to the 
0\. ner1hlp of ClUzens under the PSP dechned to 10 percent 

- The pubhc share Issue of Global TH Rt \\ III be Implemented 
despite technical dlfficulues \\hlch hale SIn<-e emerged Re,ults of the 
company \\ hlch has had a HL F I 2 billIon eqult\ SInce mid 1991 dem 
onstrate the solIdlt} of the bu,mess The tumo\ er ot the compdnv \\ hlch 
has 44 depanment stores v.as HLF ~:2 billIon 10 1992 dnd HlJF 27 
bllhon In 199~ Its pre ta\ result lIas HLF [ 0 nl1ll1on for LJ hot tho-e 
\ears 11 \\as deCided at the IJt~st general meeung that Te' __ ' the IJrge't 
Bnush ,upermJr~et cham \\ III acquire a <hare b\ a total ot HL F 26 
bllhon ral~e of the eqUlt\ In Global TH Thu, the SP -\ , ,h.lre In Global 
dLchned to I .. percent 

Compell!>atlOlI 

Compensatlon the legal remed\ for offe'lses commIlted agalll\t 
propel1\ .lnd people strengthened the pnnclple of a marh.et econom\ 
ba,.d on pnlate o\\nershlp and the 1O\lolabl!m of propem ba'Ld 
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PRIVATIZATION 

C'n le".!1 "u.!rmt~~' The I , mtllion cmun, entuleu tor lompen,'\ 
lion \ ouch~r, '\t 1 nor-lInJI \Jlu~ ot Hl F 2,0 billion b~\ onu PJrtl II 
hr ~n II cl'mren,ltlOll Ilere able to beulme .1Cllle partlClp.!nb 111 

p~ I .!llZltll'l1 T'le Introuuctlun ot LOIl'Pt'l'Jtlon I oUlher, 111 the ,tod, 
e\ h 111"e II I, .I m IJor 'tep IlhlLh 111 JdUItIOn to ,t IbilllIn" the rate 
ot 'le lomoen .!llOn I ouchtr~ JU.jUlInllU tho,e compen,Jted II llh 
the I'r~r Illl'n of th~ capltJI mJrket mu hclp~d e\pand partlclp.!tlon 
In ['nl IlIZ.ltton The II Ide rangm" ullliZlllon ot LOmpelhJUOn louch 
er' 111 pm lllZ1tlOn .It the ,1me time enable> the p.!rtlLlp.1tlOn of do 
me,lIe 1m e~lOr, In pm JUZJttOIl :IITIId prdercntlJI cOndlllon\ -l.bo 
trom an 1I1~trument c..;pandlng pm JtlZlllOn dem.lnd compen,allon 
tncre.l,tnJI 2Je\1 IntO an mstltutton enLOUrJgmg the '\LLelerJlIOn of 
pn I atlzltlOn 

FundamentJlh the balJnce of the compen~ltlon mJ.rket b deter 
mined bl the \ olume and lime span of the I~,ue and finJI uuhzatJon 
ot the \ouchers Therefore the presentallon of an adequate pnva 
llZJtlOn supph IS e,peclallv Important 

.. \, of the end of 199., HL F 90 btllIon v.onh of compensation 
\ ouchers of the total HLF 230 billIon due were put Into clrculatJon 
and HUF :!O bIllIon nomInal I alue I\orth of compensauon \ ouchers 
h:l\e been uulIzed up to the begmnlng of 1994 The government IS 
contmuoush e..;pandmg the opponumlle, for uuhzlng compensation 
IOLI1ers m pOI anzatlon and mcreasmgly reltes on compensatlon 
loucher/~hare ,llap deals m IvhlCh those ongtnalh compensated can 
dHeLlh pamclp.1te and enJol a clear adl antage 

Cntlcl,m, thJt compen,atlon Ilouid lOgger a return of mflauon 
ha I e not pro\ e'l correll [n fact compensation regroups a pan of 
pm aUzallon proceed, for those compensated At the sale of state prop 
em through tenders It represents preferences accelerating pm a 
llz_uon \1 hlch howel er does not nel..essanlv re,ult tn loss of reI 
enue~ as the purchase pnce I, pnmanlv deterrmned b\ the del elop 
ment of pn \ allZatlOn demand and ,upph From the sale of compen 
sauon \ouchers almost as much cash IS flow1l1g In consumption as 
the bUI ers of ~ompensatlon vouchers ~pend on It from their 01,', n sa\ 
1I1g 

The aetue\ ement of compensation I, that In contrast v.ith other 
EJ' em Central European countnes Hun2aTV ",as able to a\old 
urdanfied o\\nershlp situations stemrrung from returning propenv 
111 lund \1 hlch Ilouid have substanllalh ,Io\\ed do\\n the transfor 
m,lllon of 0\1 nershlp 

Pre!unman pI n atl:;atlOl1 

As ot JanuaT\ 1994 a total of 92.:>9 shops v.ere pn\atlzed 111 the 
course of preltm1l1arv pmatlzallon IlhlCh IS close to 90 percent of 
th~ ,hop, onglnalh dralVn m the program Dunng the sales HLF 16 
bbllOn 111 pmallZatlOn relenue, \\ere collected (at a 1492 percent 
rate) Sales pnces reached 14) percent of the bldd1l1g pnce UnIts 
pOI allzed thiS v. av make up more than 10 percent of the full shop 
nell\ ork of ret:ul tr .Ide 111 199' (Compared to the shop net\\ ork of 
1991 thl' \ alue IS close to lJ percent ) 

Shop bl shop sale In trade catenng and consumer sen Ices IS al 
mo,t complete 111 1993 another 1400 shops v.ere sold 

Self pm atl:;atlOIl 

The SP.l,. announced the ,elf pnlallzallon program 111 t\\O phases 
aplll called the pn\aUZaliOn of pn\allZatlOn It In\ol\es a group 
ot ~on,uILanb managmg pmatlZallOn 1I1c1ud1l1g the sale Itself 111 the 
name of the SP-l. B\ thl' the SPl. gre:ltlv Increased II> capaclt\ for 
pn \ allzauon although pOI allZatlOn II a, not essentlalh faster than 
II 'len tre SP.l,. conduc'ed the sa]e, Itself L'p to OL!ober 1991 HUF 
I ~ billton \\ as collected from the sale of 24:> compame, Bus1l1e,ses 
o m.lhe" Imponance \\ ere the mal'l partICipants In the FIrSt Pm a 
tlZatlOn Program and emplolees partI~lpatlon lIas al,o conSider 

Jble !, lie Ilt 211 lompame~ II Ith Hl F 7 bIllion 111 reI en lie, HL F , 
billton dOle trom emplU\ee, HlF 34 bIllIon from dome,uc and 
Hl F 0 ~ billIon trom forel2n 1I1Ie,tor,) HOlleler In the SeLOnd 
Prll .lUlJtlOn PW"rJm con",tIn" ot medIUm 'Ile compJnI" the 
\\elo:ht ot e\ternJI dome\tll In\e,tor, \1.1' tre ~reJte'tlthe ,JIr 01 '4 
lomp mle, totJlIuL HlF 6 bIllIon ot \\hllh HlF 3 4 bIllIon c.lllle 
trom dome'!11.. 1I1Ie,tor, HlF I :> bIllIon trom emplolee, .Inti Hl F 
I I bIllIon trom toreIJner,) 

PlIl(l!t:;atlOll at tin stoLf... e\dwl1de 

Introduction .It the ~tolk e\l..han£!e set~ stnl..t reqlllremenlS on com 
pame, to be put on the stock e\ch.lOge II h ch onh a fel\ can meet 
111 the unfJlorJble economll emlronmenl Therefore not mJO\ 
comp1ntes are pmauzed thiS v. a) Ho\\eler appeJ.ranle .It the stock 
e..;chJno:e mO\lng a Wide spectrum of 1I1\e~tor~ lontnbute, to the 
SULce» ofpmallzauon as a whole 

Therefore pnmmlv big \\ell knol\n and successful compame, 
\\ere put on the stock e'(change to the summer of 1990 Ibusz be 
came the fir,t major sewnt\ on an Eastern European stock exchange 
At the end of 199:! the SPA succe,sfullv ~old the shares of Pick (In 
lolling I) 000 small 1I1ve,tors) and Danublu, wah sub,tJnual pref 
eren~e, to small 1111 estors Another succes,tul I~sue of shares th.lt 
of Zllack Rt took plJce after pmauzallon B\ the introductIOn of 
the compensallon \oucher at the stock exchange turnoler at the stock 
e..;change greatll Increased and the market of compensatJon \ouch 
ers also stabl hzed The success ot the compensauon louLherlshare 
trade, are e..;pected to be founded bv stock e\change introduction 
Good e'{amples of thiS mclude the success of the PnmJgaz Globus 
and Domu, e..;chanJe acuons to December 1993 

Foreign capltal 

Foreign capital IS mdlspensable In reSlructunng the economy 
In man\ cases dral\1I1g 111 the necessarY capital for modernization 
can be e..;pected onlv from foreign capital Public pm atlzatlon on 
a market base and the fact that a major proponlOn of the Hungar 
Ian econom\ IS operallng 111 a compeutl\ e em 1T0nment limns for 
elgn capttJI to aLqumng markets as It can malntato the po,mons 
It aLqulre, onh through funher capnal Investments and modem 
lZatlOn 

After the InIual dommance of the commerCial and sen Ice sphere 
major foreign 111\ estments v.ere also effected In the productlon sphere 
In ,umman some 40 percent of the LSD 7 biliton \\ orth of torelgn 
capttal 111\ estment In HunglT\ up to the end of 1993 came through 
pn \ auzauon The JOint ventures operaung \\ nh the pamclpauon of 
the lSD 7 bllhon foreign capilli pro\ Ide almost one quarter of the 
Hunganan added \ alue 

The major capnal mle~tments amId the chromc domesllc shon 
age of capital ha\ e so far been due fundamentllh to foreign capllal 
The ltquldll) of the compames In\ohed and someumes the tools for 
sun 1\ al lmprol ed sub~tannalh In manv cases pm atlzauon v. as also 
accompamed bl technological lnd orgamzauonal modernlzauon 

Pnvatl:.atlOll of compames 
m permalle1lt state owners/lip 

The establIshment of the State Holdmg Compam (~V Rt ) In 
Augu,t 199:! \\as a tummg pomt 10 the pmatlzallon process In Hun 
gan One hundred ,l..;ty compames of e\ en sphere of the economv 
\\ hl~h are of nationally strategic Importance are 10 the ponfollo of 
the .l,. \ Rt Pursuant to the lal\ the rauo of permanent state owner 
shlO IS :!:> percent plu, one m a tel\ cases 75 percent plus one \ote 
or 100 percent The pmallzlllon of\L.l,.T.l,. V the Hun~man Telecom 
mdlcates the launchtog of the process It IS outstandmg for tllO rea 
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,on, th~ pIlLe pJld for one l'ne II as LSD 2700 In the C1,e of \1-\ T -\ V 
(hI mern.1uunal cOmpJlh '1\ the ne\t hlghe't pn,e 1chlel ed per Ime 
II a, LSD 100U 11\ \, \I ZeJland I and the 11\\ e'tmenr II III re<;ult m 
conn,ctm_ up S 9UO 000 nell telephon~ line, In three to four lear, 
BI :mnouncln,; lo,al .0nce,'lon' \1-\ T A, V In contrast II Ith It, pre 
I IOU, nauon.!ll11onopoh 11111 en.ourage .ompetillon to bnn" about 
hl"h ,tandard Jnd Jl.eptable ,en I.e, In 199, HLF 100 bllhon 
Ilorth of propem II a, sold at the A, \ Rt most ot II hlch II as repre 
, nted hI the ,ale of 0 per.ent of \IA, T A, \ One of the mam obJec 
til e, of the A, \ Rt I' to <;ell ~O perc'nt of tile propert) It manages b) 
rhe end 01 1996 

BALANCE 
OF HUNGARIAN PRIVATIZATION 

Facts and figures 

Total pm atlzallon reI enues of the SP A, and the A V Rt together 
relched H L F 280 billIOn b) the end of 199.) and HUF 310 bIllion by 
the begmmng of 1994 

In addltlon to sales HL F 120 billion wOr'h of property \I as ahen 
ated dunng propem proteclIon transactIons and another Hl., F 60 
6 ~'Ihon Ilorth of sme propem II~nt to compantes m ml\ed OlIn 
eNup as propem m !.Jnd ll1Us HCF )00 billion v.orth of state prop 
em lIas pm all zed m the three and a half I ears of the pmanzatIOn 
proce,s 

If t'"Ie state propem before pm anzatlOn estImated at HL F I 8 
trIllion IS reduced bl the I alue ot propem Inlohed m liqUidatIOn 
then .) ~ 40 percent of the net state total propert) estImated bj ex 
perts at HL F I 2 trillion has oeen pnl atIzed 

Pnlanzallon at the SPA, rn~ohes a HLTF 400 brilion propert) 
lalue ThiS exceeds the boo~ lalue (HL'F 399 bllhon) of Jts rem:un 
rng property Ta!.Jng mto account that the present SPA property IS 
worth onll HlJ'F 26~ billton at the alerage 6) percent sales rate laM 
at the end of 199.) the estImated pnlatIzatIon rallO IS close to the 
!l10 thirds lelel at the SP<\ l~hlCh IS a noteworthy result elen by 
international companson The pubhc offer of the property that re 
matn.:d tn [he porttoho of the SP -\ \I III be fully offered for public 
sale up to mid 1994 The acu \ It} of the SP A, enJo) s tncreasmg pub 
Itcm 97 percent of the tenders are open and \I Ide rangmg tnforma 
lion IS al allable on the companIes put on sale In the past three and 
a half} ears sales rauo \1 as 90 percent at the SPA (m 1991 and 1991 
thiS ratio 1\ as 110 I ~O percent due to the sale of companIes \I Ith bet 
ter profitabllttl hO\leler It declined to 6) percent b} the end of 
1993) 

Because of the nse of preferennal technIques the proportion of 
pm auzauon reI enues from Hunganan tnl estors has been rapldl) tn 
crea<;lOg smce 1991 'While relenues collected from domestic Imes
tor, reached 11 percent of annual proceeds 10 1991 thiS rauo mcreased 
to 4~ percent 10 1991 and 67 percent m 1993 to 84 percent b} Janu 
.m 1994 The less <;ubstantIal mcrea~e of fonnt cash reI enues mdl 
cale, the dommance of preferentJaltechmque, It IS v.orth notmg that 
In addition to the qUlc~ expansion of loan arrangements tn 1991 and 
1993 relenues realized In compensatIOn louchers hale had an III 

crea-.lIl"iI pOll ertul role slOce 1993 
Of the HliF I , milton I\orth of ,tate propert) a~slgned to the 

A, \ Rt the proportIon remainIng m permanent state OIl nershlp IS 
HL F 600 bJilion ThiS IS represented pnmanh bl public ,en Ice com 
p.lOles II hl~h u,ed to be In ,tale OIl nershlp el en m the adl anced mar 
~et cononue, 01 the HL F 700 bJihon II orth of propem to be pm a 
tIzed [he <;ale of HL F 100 billion Ilorth of propem II as completed 
and the rematnl1g HLF 600 bllliC'r Ilorth of prop em 1\111 be offered 
tor ,ale '(10n 

PRIVATIZATION 

StrellgtlzclIlllg pillate sector 

-\ccordlll~ 10 JlI,lIl' the rJ[lll of the pm ate 'ellOr In 19C) Joml 
llat'(] at ,~ ?;r .nt II nhm .'Ie IOt.!1 n:1110n.1I economic adJ.d l.tlue 

1'1 the .. c''11p' !lIt. ,eltor the r.lllO of lentures tormcrll m pre 
Jo 11l1antll ,tJt~ 0\\ ner,hlp Je.re.!,,~d to 2' ,0 per 'Ill II nhlO em 
plo\ ment BI the end ot 19Q the II el"ht of the pnl ale <;edor reJ.hed 
70 ~~ percent \\ nhm added l.llue the rallo of p 1\ are ,ecror J<; lOll er 
but at leN 60 p~rcent lOt the 7)0 000 emplOl ee, ot the state OIl ned 
bu,'ne,s or"amZJtlon, the number ot emplo\ee, of comp.lllles un 
derthe SP -\ " portoho 11.1' 292 000 In 199, and 284000 al compJ 
m~s a"lgned 10 he -\ \ RI ) Pm allzallon ,t..lhllized emplol m.nt for 
400 000 per,ons (The number of empl01 ees m compame<; pm allzed 
up to ~O percenl I> T~ 000 and the number of Jobs stabilized In 
course of prehmmarl pm a!Jzal1on sales aimed at propem protec 
!Jon .md m !.Jnd propem IS ~~) 000 I These 400 000 emplolees ma~e 
up 17 19 per,ent of the emplOl ees at I entures II nh legal entl!\ of 
the compe!JlI\ e sector (TaJ..Jng mto account mdll Idual I entures the 
ra!Jo of labor force ,tablhzed 111 the competllJ\e ,ector b~ \\al of 
pmal1zatIon IS b 14 percent) 'ventures 1I1\o\led m pnlaulatlon 
prol Ide one quarter of the added \ alue of I entures 1\ llh kgal en!llV 
111 the compeuul e sector 

In the process of pnl;l!JzatlOn the corporJte propert\ ,aks ap 
pro\ ed bl the SP A, the uuitzatlon of SPA proceeds for reorgantza 
!Jon and gU:lramees pro\1ded a total of HUF 1)0 billion I\orth ofre 
orgamzatlon fund for the wmpantes IIlvolyed 

The number of persons Iv ho acqUired emplol ee propert\ IS 1)0 
200 000 This figure" based on an estImate accordlllg to II hlch em 
plol ee propem 1\ as dlstnbuted among the emplo\ ees of three quar 
ters or the compa11es sold and of this e\er) emplolee recelled prop 
em then l nder the Emplol ee Share 0\\ nershlp Program 4) 000 
persons acquired Pi opem 

The mo,t controlerslalls,ue the effect of pnlauzatJon on un 
emplol ment concerns compaOles JO a dlffi.ult financial situatIon 
m most cases II Ilhout pmanzatlon elen more emplOlees \Iould ha\e 
to be dismissed A,ccordmg to emplo\ ment figures although staff re 
ductlon IS ,ubstantlal at pnlatlzed compames pnl:1tIzatlon IIlcreased 
the ~ecurtl of emplo} ment Staff reduction at pm atlzed comp~ntes 
\\as of a ,maIler e\tent than the alerage reduction of mdustnal em 
plo,ees 

In one I ear { 199111992) the reduction of emplOlees \las:!2 per 
cent on :11 erage at state 0\\ ned econonuc organtzauons assigned to 
the SPA,. (.,0 percent at enterpnses and 12 percent at busmess orgam 
zatlons) \lhlle It lIas an a\erage file percent annuall) dunng three 
years at pmatlzed compantes (a total of [) percent dunng three \ ears) 

DEVELOPMENT 
OF DOMESTIC AND FOREIGN OWNERSHIP 

lQO~ 

80~ 

60 ~ 

40 ~ 

20% 
-.---

," , ... __ a' 

, ... 

, 
2' 

O',~ ____________________________ ~ 

1990 1991 1992 1993 

c- - domesllc ownership acqulllflDn C- foreign ownership acqulslllon 

----------------------- PRIVINFO 5 



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

PRIVATIZATION 

DEVELOPMENT OF THE VOLUME OF ESOP SALES 
AT COMPANIES MANAGED BY THE SPA 

Vol me (lho so d HUFl 

25000000 

20000000 

15000000 

10000000 
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! '" 1 
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• Tarof numbe 01 ESOP saln 

Number of emplovees 

050 

51 100 

101 200 

201 300 

301500 

i ! ~ i ~ 

"'" ~ '" ~ 

!E !E ~ 

o Number of mOIO Ify ESOP ownership 

Number of compames I 

13 I 
20 j 
22 

15 I 
21 

501 1000 19 

\ear Total ESOP l\IaJorlh ESOP 
(HlF thousand) (HUF thousand) I 

2nd quarter 1992 6J) 856 6)) 8)6 I 

3rd quarter 1992 12900-1-6 I 2709-1-6 I 

4th quarter 1992 17-1-4206 I )663-1-6 I 

1 st quarter 1993 7 103098 6811868 

2nd quarter 1993 13566-1-71 12655981 

3rd quarter 1993 16 )80 948 15352903 i 
4th quarter 1993 23776121 20776891 I 

ESOP COMPANIES ACCORDING 
TO THE NUMBER OF EMPLOYEES 

301-500 501-1000 
18 % 16 % 

201-300 8 'b 
13 % belo H 50 persons 

11% 
10 

17% 
17 % 

___ 100_1_-_______ 10___ DEVELOPMENT OF THE PRIVATIZATION REVENUES OF THE SPA 
(HUF billion) 

CHANGE OF THE SIZE OF BUSINESS ORGANIZATIONS WITH 1990 

LEGAL ENTITY BASED ON THE NUMBER OF EMPLOYEES Property Yield 

(CENTRAL STATISTICAL OFFICE, PKI) Sale for foreIgn exchange 053 
(percent) Sale for fonnts 014 

Categories 1989 1990 1991 1992 1993 I Cash relenues 
I 

L nder 11 persons - 404 I total 067 

l nder 20 persons 376 595 625 760 358 I Sale for loans 

21 50 persons 176 IH 122 II 0 124 i Sale for compensatIon vouchers 
) I 300 persons 255 162 1065 96 

~:i Pm atIzatlon re\ enues 
Above 300 persons 193 94 47 34 total 

SITUATION BEFORE THE EVENTUAL MERGER 
OF THE TWO HOLDING ORGANIZATIONS 

(December 31, 1993) 

l'.umber of compames at the .\" Rt 
propem \a1ue HLF bIllIon 
number of emplo\ees 

eqult\ HuFblllIon 

1\ umber of compames at the SP-\ 
propem \ alue Hl F bllhon 
number of emplovees 

eqUIl\ Hl F bilhon 

067 

1991 
09 

246 

48 

304 

10 

314 

163 
1400 

290000 
289 

764 
430 

29:! 000 

36230 

1992 1993 I 

47 24 I 

410 255 I 
175 153 I 

I 
I 

632 432 I 

91 21 7 I 

., ~ 
_oJ 130 

I 
I 
I 

7-1- -I- 77 9 I 
I 
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CHARACTER OF THE COMPANIES UNDER 
THE PROPERTY MANAGEMENT OF THE SPA 

(1990 January 1994) 

100 percent 
sold 438 

Companies established before 
the foundation of the SPA 

by foundallon drawong away 

DISTRIBUTION OF GDP PRODUCED BY VENTURES 
((SO, 1993) 

State share 
62 percent 

Provote share 
38 percent 

PRIVATIZATION 

final setllel!1'~3iJ 

Transfer 62 

uquldatlon 
',nal settlement 398 

Enterprises 

In 1990 ID the SPA's portfoho 1844 

AV Rt 
Local Govts 

FOREIGN INVESTMENTS AS BROKEN DOWN ACCORDING 
TO COUNTRIES AT COMPANIES MANAGED BY THE SPA 

United States 

Country Equity 
HUFbllhon r------l DEVELOPMENT OF PRIVATIZATION 1--___ ..., 

1990 1993 HUF billion 
800 

700 

600 

SOD 

400 

300 

200 

100 

SPA SPA 

o Pnvallzed property lB]Properry awoltlng privatizatIOn 

£ f t d I..~r ( , I /9CJ a ,d t I.c:, , ) 

731 

AV RI 

Permane"! state property 

B I. 01 

Austna 

Germany 

UnIted States 

The Netherlands 

France 

England 

Sweden 

Switzerland 

BelgIUm 

CIS 

Italy 

Other 

4318 

3471 

1873 

1829 

1773 

1288 

967 

898 
5 S-I-

'i 2-1-

'89 
7 14 
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I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 

FACTS 

NZl1llber of C0111panleS 

A \ Rl SP-\ Total CHANGE IN THE NUMBER 
OF COMPANIES REPRESENTING 

THE STATE'S BUSINESS 
PROPERTY 

As of Januan 1 1990 
State enterpnse~ o 1848 1848 

Busmess org.lnlzatJons o 0 0 
Compames total o 1848 1848 

Changes 
Enterpnse~ lIquIdated subject to final ~ettlement termmated 6 4'" ,,- 438 
Comp.lmes lIquIdated subject to final settlement term mated 0 38 ,8 

Compames est.lbh~hed not b) tran>tormauon 0 115 liS 
Compames transferred to other propert) m.lnager 9 251 260 
Comp.lme~ taken o\er trom other propert) manaeer~ 184 0 184 I 

100 percent pnvatJzed companIes o 492 492 

As of 'larch 199~ 
State enterpnses 30 30 60 
Busmess orgamzatlons 139 720 859 
Compames total 169 750 919 

BUSiness property 

The boo" \alue of the state s busmess property accordmg 
to the sIze of ,tate share Breakdown of the boo" value of eq 
um m HL F btlhon 

BREAKDOWN OF STATE PROPERTY SHARE 

Property for pnvolizotlDn In compaOJes 

A'V Rt 

In enterpme, 16 I 

[n companIe, 
Permanent state property 669 
Propert\ for PO\ JUZJtlon 6179 

Propert" dr:l\\ n a\\ av to be sold 0 
Total I i03 

PROPORTION 
OF STATE PROPERTY IN COMPANIES 

AV Rt SPA 

I 95 100 percent 
Number of companIes 129 38 
Percentlge of propertv \alue 

II 50 95 percent 
l'.umber of companies 

73 3629 

149 
Percentage of propertv \ alue 23 2209 

III 25 50 percent 
..... umber of compames 

Percentage of properl\ value 

1\ 0 25 percent 
0<umber ot compames 

9 8:> 

2 20:>9 

7 132 
Percentage of propem value 2 21 0' 

SF-\. 
I:> 36 

0 
3~8 17 

430 
i77 8, 

Total 

3146 

669 
97607 

430 

16808-

Property drown away 
025 percent 

In enterpnses 
1 87 percent 

58 07 percent 

PERCENTAGE OF PROPERTY VALUE 
DEPENDING ON THE SIZE 

OF STATE OWNERSHIP 
~80.-________________________________ -, 
;g, 
g 70 
E 

~60 
150 
~ 40 
~ 

i JO 

~20 ., 

~10 
~ 

~ o 
95100'~ 

o AVRt 

2550 '0 o 25 % Percenlage 
of slate property 

50 95 o~ 

III SPA 
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I 
I 

I 
I 
I 

I 

I 
I 

I 

FACTS 

PllvatzzatlOIl 

SALES 

Rc\ le\\ of the numbel of companies \\ Ilh !>ale 
a!> \\ ell a, the lorporak propem 111\ 01\ ed In 

pm alIzatlOn allOn.ling to the magmtude of the 
0\\ ner,hlp f1",ht '>old 

Pur,uant to a \\ orld Bank pro\ ISlon the 
\\ hole propem 01 a compal1\ at !>ales exceeding 
)0 percent and the propem \ alue of the bU!>1 
ness p,m !>old at !>ales belo\\ )0 percent are re 
garded as proper!) In\ 01\ ed In pm aBzatIOn 

-\.ccordmg 
to 0\\ nershlp rIght \umber 

100 percent 
ExceedlOg )0 percent 2 
Below "'i0 percent 7 

Total 9 

OWNERSHIP STRUCTURES 

0\\ nershlp structure of compames \\ llh 
state propert) share upon establIshment and at 
present 

AVRt 

BREAKDOWN OF THE COMPANIES SOLD ACCORDING 
TO THE MAGNITUDE OF THE OWNERSHIP RIGHT SOLD 

SP-\. Total 
HCFbIll!on 'lumber HLF billion \umber HCFbIll!on 

492 17884 492 178 84 
1600 163 17350 16) 189 )0 
8300 35 547 42 8847 

99 690 35781 699 45681 

L pon transformatIOn -\1 present 
-\\ Rt SP-\ -\ \ Rt SP-\ 

St"lte 0\\ nershlp 91 SO 8-161 8240 62 Db 
- of tills pe/Illa/lellt -fJ 20 -1290 

• Local gO\ ernment :2 00 -16., 400 H4 
Domesnc 600 ) )1 790 11 )4 

- Of tillS emp/o\ees OJ7 ) 89 

ForeIgn Imestors 020 )17 ) 70 I 14) 

Sales supporti1lg dOl1lestlc lllvestors 

-\, Rt SP-\ Total 
ESOP 

i-<umber 2 147 148 
Face \alue (HUF bllhon) 08 290) 298) 

Leasmg 
l\,umber 16 16 
Face \ alue (Hl'F bllhon) "'i 18 ) 18 

E Credit 
Value (HLFbIlhon) - 3984 3984 

CompensatIOn \ouehers 
FaLe \ alue (HLF billion) 140 23 )9 2499 

BREAKDOWN OF SALES SUPPORTING 
DOMESTIC INVESTORS 

Shops (prelimmarv 
pmatlzatlOn) SP-\ 

number 

\ alue (HUF bIllIon) 

1991 1992 1993 'larch 
199-1 

4 066 3:17I 1 428 416 

509 610 4)) 076 

SALE OF SHOPS UNDER PRELIMINARY 
PRIVATIZATION 

20000 

15000 

10000 

5000 

Total 

9481 

16 )0 

o ~ ______ ~ __________________ ~ 
1990 1991 1992 1993 March 

I G number r- _____ value (HUF million) I 1994 
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I 
FACTS 

I Forelgn ZllVest111ents 

I A\ Rt SPA Total 
compames share compames share compames share 
# HVFbIlhon percent # HtFbllhon percent # HLF btlhon perlent 

I Germ J.l1 \ 1 37 ') 4157 73 3968 2109 74 7718 2773 
L nlted State~ 393 4357 24 2009 1068 2) 5939 2134 
Austna 99 39-lJ 2096 99 3943 1417 

I 
Great Bntam 2 79 876 28 1288 685 30 2078 747 
France 24 266 33 1698 902 34 1938 696 
The Netherlands I3 1829 972 13 1829 657 I 

I 
Sv.eden 8 967 514 8 967 347 
Sv.nzerland 12 933 496 12 933 335 
Italy 26 288 20 389 207 21 649 233 
BelgIUm 7 584 310 7 584 210 

I CIS I3 524 279 13 524 188 
Other 0) 055 27 683 363 28 733 263 I 

Total 7 902 10000 357 18815 10000 36-t 27835 10000 

I The table shows the number of compames tmohed 
m foreIgn capital the contract ~alue of m\estmenls the 
e'\tem of share of the eqult\ and the breakdo\\ n of In 

I \ estors by relatIOns bv holding orgamzattons and In ag 
gregate 

Investments mclude sales 31med at propert\ protec 

I 
tIon propertv In kmd Investments upon foundation sale 
ot property drawn av.ay r:use of equity ~ 'Well as share 
and bUSiness part sales 

Austna (Greenfield mvestments are not mcluded ) 

I Revenues - SPA 
(HUF billIOn) 

I 1990 1991 1992 1993 March 199-1 I 

· Propem 'Ield 094 474 240 0095 

I 
(dlHdend rental fee) 

· Sales 
ForeIgn exchange 053 2461 4098 2) 50 1099

1 
Fonnts (cash) 014 482 1751 1) 30 2887 

I 
Cash re~enues, total 067 3037 6323 4320 4081 I 

· Loans 101 907 21 7 8060 I 
· CompensatIon vouchers 226 130 8 )71 I 

· Total re, eoues 067 

I 
3138 7456 779 20712 I 

I 
I 
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Costs related to the mamtenance 
of the pn\alIzatlOn process 

Sales related co,ts 
Costs of runrung the SPA 
Tran~ferred to local gOlemments 
Refunded to compames (20 percent) 
Property management 

ContributIOn to the mamtenance of 

Expelldltures - SPA 
(HLF billIOn) 

\Iarch 1994 

2474 (II 86 percent) 
1 3) I (6 -1-8 percent) 
0)81 (:. 79 percent) 
o 088 (0 42 percent) 
o 2S8 (I 39 percent) 
o 166 (0 79 percent) 

pmatJzablllty of busmess umts 1742 (8 35 percent) 
Reorgamz3tIon I 363 (6 )3 percent) 
Of tIllS of IIZvesnnent nature 0 719 
Guarantee co~ts (bmer bankS) 0379 (! 81 percent) 

Llab!lltJes to\\ards the natIOnal economy 16631 (79 78 percent) 
Repavment of state debt 8060 (3875 percent) 
\\Ithdrawal of compensauon louchers 8287 (39 75 percent) 
CompensatIOn louchers to local gOlemments 0284 (1 36 percent) 

FACTS 

(osts related to the maintenance 
of the pnvahzahon process 

II 86 

I TOT.\L 20847 (100 00 percent) 

(ontnbufion to the mOintenonee 
of pnvahzabilily 

of bUSiness Units 8 35 reent 

I 

Revenues - A V Rt 
(HUF billion) 

Compensahon vouchers • Property YIeld 

I 45 percent 
(d/\ Idelld rental fee) 

Property Yield • Sales 
toans / 4 14 percent foreign exchange Foreign exchange 

093 percent 
93 47 percent 

Fonnts (caslz) 

Cash rel enues, total 

• Loans 
09 
• CompensatIOn vouchers 
• Total re'enues 

, 
Expendltures - A V Rt 

(HUF billIOn) 

Pn\atlzatlon revenues 
PnvatlzatlOn costs and expenses (without payment to the budget) 

Prn abzatlOn proceeds 
LJ3bIlltJes toward central budget from pm atlzatlon re\ enues 
Part remammg at propert) manager from pm atlzatJon proceeds 

Further utilizatIOn 
Pn\ atlzatJon In exchange for withdrawal of compensation \ ouchers 
Transfer of properr\ to local gO' ernments \ 
Other habilltles (concessIon fee) from prJ\ a!Jzatlon proceec.s 
-\mount spent on reorgamzatlOn from pn\ a!Jzatlon re\ enues 
Costs related to pm allZatiOn consulting 
Contnbutton to prepanng strategIc reorganization plans of companies 

1993 
92509 
34-1-25 

5808-1 
28000 
11000 

1373 

13262 
31268 

0658 
0038 

1992 1993 
3) -I 

90 :. 

35 942 

1-1-
35 965 

1994 estlmate ' 

120826 
86894 

33392 
28269 
3000 

71809 

10-1-8 
o I I) 

PRIVINFO 11 


