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LIST OF ANNEXES

Details of all bodies met during the on-site visit and visit programme.

Czech Penal Code, Act N° 40/2009 Coll., English translation of the
articles 216, 217, 311, 367, 368 and 410.

Czech Penal Code, Act N° 40/2009 Coll., English translation of the articles
art. 42 and 135.

Czech Civil Code, exergues Proceedings in matters concerning the Companies
Register, Section 200; Czech Commercial Code, exergues Companies Register
Sections 27-38 and Decree on the Ministry of Justice N. 562/2006 Coll.
on Digitalisation of the Companies Register.

Czech National Bank, Act N° 6/1993 Coll.
Banks, Act N° 21/1992 Coll. (20 December 1991).

Selected measures against legitimisation of proceeds of crime and financing of
terrorism (AML/CFT Act), Act N° 253/2008 Coll. (5 June 2008).

Carrying Out of International Sanctions, Act N° 69/2006 Coll.
(3 February 2005).

Governing State Inspection, Act N° 552/1991 Coll. (6 December 1991).

. Reporting by credit unions of the CNB, CNB Provision N° 1/2010 Coll.

(19 October 2010).

. Applications, Approval of Persons and the Manner of Proving Professional

Qualifications, Trustworthiness and Experience of Persons, and on the
Minimum Amount of Funds to be Provided by a Foreign Bank to its Branch.
CNB Decree N° 233/2009 Coll. (21 July 2009).

Prudential rules for banks, credit unions and investment firms, CNB Decree
N°123/2007 Coll., as amended by Decree No. 282/2008 Coll. (divided into
parts, with links to official information and to questions and answers).

. Plan of Measures in the Fight against Terrorism, annexed to Cabinet

Decree No. 1466 of 16 November 2005 regarding National Action Plan
to Combat  Terrorism  (2005-2007).  “Chapter  Three: International
Commitments of the Czech Republic and Internal Legislative Arrangement
Related to the Fight against Terrorism, with Special Regard to the Agenda of
the Fight against Financing Terrorism”.

. References to guidance on various issues like: Collective investment; regulated

markets, settlement and market abuse; issue and registration of securities,
takeover bids and squeeze-outs; investments firms and investment
intermediaries.
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l. Details of all bodies met on the on-site mission - Ministries, other
government authorities or bodies, private sector representatives and others

* Financial Analytical Unit (of the Ministry of Finance)

* Ministry of Justice (including the Department of Supervision and Compliance, Department
of Mutual Legal Assistance, Department of Legislation, Department of European Affairs,
Department of International Affairs, Commercial Register)

« Prosecution services (Supreme Public Prosecutor's Office including its Department of
Criminal Proceedings and International Department)

e Ministry of the Interior (Security Police Department, Intelligence Service, Organised Crime
Unit of the Criminal Police and Investigation Service of the Police of the Czech Republic,
lllegal Proceeds and Tax Crime Unit, of the Department of Seizure of Assets and Money
Laundering of the Unit for Combating Corruption and Financial Crime of the Criminal
Police and Investigation Service of the Police of the Czech Republic)

« Ministry of Finance (Tax Revenue Service, Department of Customs)

e Czech National Bank (Licensing and Enforcement Division, Banking Regulation and
Supervision Department, Risk Management Department, Compliance Officer of the CNB)

e Credit Union Supervisory Authority

e Securities Commission (including the departments responsible for communication, pension
funds, investment services, collective investment, legal affairs, and sanctions and
monitoring)

« Office of the State Supervision over Insurance and Supplementary Pension Insurance
(departments responsible for supervision, legal affairs, international affairs)

e State Supervision on Betting Games and Lotteries (Ministry of Finance)

* Chamber of Auditors

e Chamber of Notaries

e Bar Association

e Chamber of Tax Advisors and Association of Accountants’ Unions

e Banking Association

» Czech Insurance Brokers Association and Czech Insurance Association

* Association of Real Estate Offices

e Casino Association

* Representative of a foreign exchange office and a MVT Service company (Travelex)

¢ Representative of an audit company (PWC)

¢ Representatives of two casinos

e Czech Gemological Association



Report on fourth assessment visit of the Czech Republic — Annexes

ANNEX 11

ENGLISH TRANSLATION OF SELECTED PROVISIONS
OF THE
CzecH PENAL CoDE, AcT No. 40/2009 CoLL.!

Article 216
Legalization of Proceeds of Crime

(1)) Who conceals the origin or otherwise endeavours to substantially
aggravate or preclude the ascertainment of origin;

a) of a thing or another asset value acquired through crime committed in
the Czech Republic or abroad or as a reward for it; or

b) of a thing or another asset value provided in exchange of a thing or
another asset value as in letter;

¢) or who enables to another person to commit such an act

shall be punished by imprisonment for up to four years or by a pecuniary
penalty or by prohibition of business or by forfeiture of the thing or another
asset value;

however, should he/she commit such act in relation to a thing or another
asset value originating from a crime, which is subject by law to a moderate
sentence, he/she shall be sentenced by such moderate sentence.

(2) The offender shall be sentenced to imprisonment for a period of six
months to five years or by a pecuniary penalty,
a) he/she commits the act as in para (1) in relation to a thing or another
asset value of major value or
b) by such act, he/she acquires a major benefit for him/herself or for
another person.

(3) An offender shall be sentenced to imprisonment for a period of two to six
years or to forfeiture of property if:
a) he/she commits the act as in para (1) as a member of an organised
group
b) he/she commits the act in relation to a thing or another asset value
originating from an especially serious crime
c) he/she commits the act in relation to a thing or asset value of a
significant value
d) by such act, he/she acquires a significant benefit for him/herself or for
another person or
e) he/she misuses his/her professional position or function in order to
commit such act.

T Please be advised the present paper has to only purpose to facilitate the understanding of the Czech
AML/CFT legal framework. The Czech original of the Penal Code is the only binding wording.
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(4) An offender shall be sentenced to imprisonment for three to eight years or
forfeiture of property if:
a) he/she commits the act as in para (1) in connection an organised group
operating in several States
b) he/she commits the act in relation to a thing or asset value of great
value or
c) by such act, he/she acquires a great benefit for him/herself or another
person.

Article 217
Legalization of Proceeds of Crime by Negligence

(1) Who, by negligence, enables another person to conceal the origin or the
ascertainment of origin of a thing or another asset value of a major value
acquired by crime committed in the Czech Republic or abroad or as a reward
for that, shall be sentenced by imprisonment for up to one year, prohibition of
business, or by forfeiture of thing or another asset value.

(2) An offender shall be sentenced by imprisonment for up to three years if:

a) he/she commits the act as in para (1) because he/she has violated an
important obligation arising from his/her employment, profession,
position or function or imposed by law or

b) by such act, he/she she acquires a significant benefit for him/herself or
another person.

(3) An offender shall be sentenced by imprisonment for one year to five
years if:

a) he/she commits the act as in para (1) in relation to a thing or another
asset value originating from a specially serious crime
b) by such act, he/she acquires a great benefit for him/herself or another
person.
Article 311
Terrorist attack

(1) Who, acting with the intent to damage the constitutional order or

defence capability of the Czech Republic, invade or destroy the ultimate
political, economic or social structure of the Czech Republic or international
organisation, seriously terrify the population, or illegally constrain the

government or another state organ or international organization to do
something, to omit something or to undergo something,

(@) carries out an attack threatening one's life or health with the aim to
cause death or severe injury,

(b)  captures hostages or carries out hijacking,

(c) destroys or damages to a major scale a public device, traffic or
telecommunication system, including informational system, fixed shelf on a
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continental shelf, energy, water, medical or other important device, public

place or property with the aim to threaten human lives, safety of mentioned

device, system or place or to expose the property to the danger of great
damage,

(d) breaks or interrupts water or electricity delivery, or delivery of another
basic natural resource with the aim to threaten human lives or expose the
property to a danger of great damage,

(e) captures a plane, ship or another personal or loading vehicle, or
executes control above it, or destroys or seriously damages navigating device
or interferes in major scale with its operation, or imparts a false important
information, and thereby threatens human life or health, safety of such vehicle
or exposes the property to the danger of great damage,

() illegally produces or acquires otherwise, harbours, imports, transports,
exports or supplies otherwise, or uses explosive, nuclear, biological, chemical
or another weapon, or carries out illegal research and development of nuclear,
biological, chemical or another weapon or militant device or explosive
prohibited by law or an international treaty, or

(9) exposes people to a danger of death or severe injury (harm) to their health,
or exposes another person’s property to the danger of great damage by
causing a fire or flood, or by causing damage by the use of explosives, gas,
electricity or other similarly dangerous substances or powers, or commits any
other similarly dangerous act (common danger), or increases such common
danger or impedes any act averting or lessening such danger,

shall be punished by imprisonment for five to fifteen years, eventually, in
addition to such punishment, also by forfeiture of property.

(2) Equally shall be sentenced
who threatens with the conduct mentioned in para (1), or

who supports such conduct, a terrorist or any member of a terrorist
organization financially, materially or in another way.

(3) An offender shall be punished by imprisonment for twelve to twenty
years, eventually, in addition to such punishment, also by forfeiture of
property, or by exceptional sentence,

(a) if he/she commits the act as in para (1) as a member of an organised
group,

(b) if he/she, by such act, causes severe injury to health or death,

(c) if he/she, by such act, causes that major number of people remains without
shelter,

(d) if he/she, by such act, causes interruption of traffic of major scale,
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(e) if he/she, by such act, causes a great damage,

(f) if he/she, by such act, acquires for him/herself or for another person a
great benefit,

(9) if he/she, by such act, severely threatens international status of the Czech
Republic or that of an international organisation, whose member the Czech
Republic is, or

(h) if he/she commits such act during a state of peril or a state of war.
(4) The preparation is punishable.

Article 367
Failure to Act to Thwart a Crime

(1) Who reliably learns that another person is preparing or committing a
crime of

[...]

legalization of the proceeds of crime terrorist attack (Art. 216 (4)),

[...]

terrorist attack (Art. 311),

[...]

and who does not thwart the completion or commission of any such crime
shall be sentenced to imprisonment for up to three years; however, if this Law
provides in case of any of these crimes for a lesser sentence, he/she shall be
sentenced to such lesser punishment.

(2) Who commits an act as in para (1) shall not be liable to sentence if he/she
could not thwart the crime without significant difficulties or without exposing
him/herself or a close person to the danger of death, injury to health, some
other serious detriment or criminal prosecution. However, exposure of a close
person to criminal prosecution shall not relieve an offender of his/her liability
to sentence if he/she fails to act to prevent any of the following crimes:

[...]

terrorist attack (Art. 311)

[..].

(3) A crime can also be thwarted by being timely reported to the state
prosecutor’s office or a police organ; a soldier may report the crime to his/her
superior officer instead.

Article 368
Failure to Report a Crime

(1) Who reliably learns that another person has committed a crime of

[...]
terrorist attack (Art. 311),

[..]
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and fails to report the crime without delay to the state prosecutor’s office or a
police organ, or in the case of a soldier, to his/her superior officer instead,
shall be sentenced to imprisonment for up to three years; if this Law provides

in case of any of these crimes for a lesser sentence, he/she shall be sentenced
to such lesser punishment.

(2) Who commits an act as in para (1) shall not be criminally liable if he/she
was unable to report the crime without exposing himself or a close person to
the danger of death, injury to health or some other serious detriment or
criminal prosecution.

(3) Reporting duty as in para (1) shall not apply to an attorney or his/her
employee, who learns about the commitment of the crime in connection with
execution of his legal profession. Reporting duty shall not apply also to a
priest of a registered church and religious community with the authorization
to execution of special rights, if he/she learns about the commitment of the
crime in connection with execution of a confessional secret or a right similar
to a confessional secret.

Article 410
Violation of International Sanctions

(1))Who in a major scale violates a prescript, prohibition or restriction
stipulated for the purpose of keeping and building of international peace and
security, protection of human rights or fight against terrorism, whose
observation the Czech Republic is bound to on the basis of the membership in
the United Nations or in the European Union, shall be sentenced to
imprisonment for up to three years or by a pecuniary penalty.

(2) The offender shall be sentenced to imprisonment for six months to five
years, if

(a) he/she causes significant damage by the act as in para (1),or

(b) he/she acquires by such act significant benefit for him/herself or another
person.

(3) The offender shall be sentenced to imprisonment for three to eight years,
if

(a) he/she commits the act as in para (1) in connection with an organized
group operating in several States,

(b) he/she commits such act with the intention to acquire for him/herself or
another person a benefit of a great scale, or

(c) by such act, he/she causes a great damage

(d) by such act, he/she causes a serious threat to the international position of
the Czech Republic, or

(e) by such act, hel/she contributes substantially to a disruption of
international peace and security, of measures aiming at human rights
protection or at fight against terrorism.
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ANNEX I

§42
Aggravating circumstances

The court shall consider as an aggravating circumstance in particular the
fact that the offender

(0) commited the crime as its organizer, a member of an organized group or a
member of a conspiracy

§ 135
Thing and other property value belonging to offender

Thing or other property value belongs to offender if, at the time of the
decision about it, he/she owns it, it is the part of his/her property or he/she
actually disposes of it as its proprietor or owner, without the rightful proprietor,
owner or holder of such thing or other property value being known.

10
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ANNEX IV

I) CIVIL PROCEDURE CODE

Proceedings in matters concerning the Companies Register
Section 200a

(1) The court with jurisdiction for proceedings (hereafter “Registration
Court”) is the one in the district where the general court is of the natural person or legal
entity to whom/which the entry in the Register refers (hereafter “entrepreneur”). If this
is a foreign person/entity, the court with jurisdiction for proceedings is the one in the
district where his/its business or an organisational unit of it is located.

(2) The court which has jurisdiction for proceedings concerning an entry
under paragraph 1 also has jurisdiction for proceedings on another entry, if special
regulations stipulate that there must be a joint decision on these entries.

(3) If there is a change in the circumstances under which local jurisdiction is
adjudged, the court will make a ruling to transfer its jurisdiction to a new court; if this
court does not consent to the transfer of jurisdiction, the court exercising control over it
will decide. After the decision to transfer local jurisdiction comes into legal force, the
entries concerned will be transferred to the Companies Register of the court that now
has jurisdiction.

Section 200b

(1) Proceedings are commenced upon an application. If conformity of an
entry in the Companies Register with the actual situation has to be achieved,
proceedings may also be commenced without an application.

(2) Withdrawal of an application for commencement shall not be effective,
unless it is entry of a fact the effectiveness or validity of which is in the entry in the
Companies Register pursuant to a special legal regulation.

(3) Courts or other legal authorities shall always notify the Registration Court
of a discrepancy between the actual legal status and the status of a record in the
Companies Register as soon as this fact in their activity becomes clear.

Section 200c
(1) Parties to proceedings are the person/entity who/which submitted the

application for which it is entitled pursuant to a special legal regulation and the
entrepreneur; the provisions of Section 94 paras. 1 and 2 shall not be used.

11
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(2) A special legal regulation specifies which facts shall be entered in the
Companies Register, in what manner an application for entry, change or deletion of
them shall be submitted and with what documents (appendices) they must be
substantiated.

Section 200d
(1) The court will decide to reject an application if

a) it has been submitted by a person/entity who/which is not entitled to submit it
pursuant to a special legal regulation

b) the application has not been submitted in the manner prescribed pursuant to a special
legal regulation

¢) the application does not contain all the particulars stipulated pursuant to a special
legal regulation

d) the application is incomprehensible or ambiguous

e) documents by means of which details of facts entered are to be substantiated
pursuant to a special legal regulation have not been attached to the application

(2) Paragraph 1 shall not apply if

a) a document has not been attached to the application because this document is not
issued under the law governing the foreign person/entity who/which is to be entered

b) a document has been designated incorrectly or does not meet all the formal
requirements stipulated by a special legal regulation, on the precondition that decisive
facts have been substantiated by means of other documents which have been attached
to the application

(3) By means of a ruling issued within 3 working days of receiving the
application the court shall call upon the applicant to correct discrepancies in the
application or to supply additional documents that are missing; a repeated call is not
permissible. The provisions of Section 43 shall be applied mutatis mutandis. The time
period under Section 200db para. 1 shall commence on the day following the day when
the submission was delivered to the court through which defects have been corrected or
additional documents supplied.

(4) In a decision in which the court rejects an application pursuant to

paragraph 1, reasons shall be given for the rejection, including information on how the
deficiencies can be corrected.

12
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Section 200da

(1) If the application has not been rejected pursuant to Section 200d, the court
shall examine whether details of facts to be entered in the Register are derived from
documents which have to be submitted for the application pursuant to a special legal
regulation, whether the company for which the application is made can be confused
with an already existing company, or is false.

(2) If pursuant to a special legal regulation facts are entered in the Register on
the basis of a decision by a court or administrative authority, the court shall make the
entry without issuing a decision.

(3) The court shall also make an entry without issuing a decision if facts of

the application to be entered are documented in an attached notarial deed; in such a
case the court, in addition to ascertaining them pursuant to paragraph 1, shall examine
only whether the notarial deed meets the requirements laid down for it in a special legal
regulation. The procedure under the previous sentence shall be used only if the
entrepreneur to whom the entry applies is the applicant and the sole party to the
proceedings. A notarial deed shall be a legally valid source document for the entry,
even if special legal regulations do not require this form of legal act.

(4) The court shall also make an entry in the Register without issuing a
decision where the effectiveness or validity of facts in the application for entry does not
become operative pursuant to a special legal regulation until entry of them in the
Register. The procedure under the previous sentence shall be used only if the
entrepreneur to whom the entry applies is the applicant and the sole party to the
proceedings. In other cases the court shall decide on entry by means of a ruling.
Proceedings may not be ordered.

(5) In the case of persons/entities who/which do not pursuant to a special
legal regulation have to submit applications for entry on printed forms, the court will
always decide by means of a ruling.

(6) The court shall make the entry on the date stated in the application, but at
the earliest on the date of its execution. If the court has decided on entry by means of a
ruling, it shall make the entry in the Register after this ruling comes into legal force. If
conformity with the actual situation has to be achieved, the court may decide that the
entry will be made just on the basis of an enforceable ruling.

(7) Errors in spelling and numbers, and also other obvious inaccuracies in the
entry under paragraphs 2 and 3, shall be corrected by the chairing judge at any time
even without an application, without issuing a decision on this, and he/she shall notify
the parties to the proceedings of this by sending an extract from the Register containing
this correction; the provisions of Section 200db para. 4 shall be applied mutatis
mutandis.

13
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Section 200db

(1) The court shall be obliged to make an entry in the Register or to decide on
an application by means of a ruling within the time period stipulated by a special legal
regulation, otherwise at the latest within five working days; in the case of an
application for entry of conversion pursuant to a special legal regulation or in a case
when a file is not available at the Registry court, because it has been submitted to
another court, in particular for a decision on an appeal or on the jurisdiction of a court,
the time period under this sentence shall be extended to 15 working days. If an
application is not submitted in Czech, or documents which, pursuant to a special legal
regulation substantiate details of facts to be entered, have not been translated into
Czech, the time period pursuant to sentence one shall not commence until delivery of
the translation.

(2) The time period pursuant to paragraph 1 shall commence on the day the
application is submitted. If, however, the court fee for the application has not been
paid until during the proceedings or there has been a change in the application, the time
period pursuant to paragraph 1 shall not commence until the day the court fee is paid or
the day when the court receives the amended application. If the court issues a decision
which prevents it from continuing in the proceedings, in particular if it suspends the
proceedings or if it decides on local jurisdiction, the time period pursuant to paragraph
1 shall recommence on the day the obstacle to the proceedings ceases to apply.

(3) If the court does not make an entry in the Register and/or decide on an
application within the time period stated in paragraph 1, the entry applied for shall be
deemed as made on the day following expiry of this time period; this shall not apply if
the application has effectively been withdrawn prior to expiry of this time limit. The
court shall deposit the entry in the Register within two days of the day when this entry
is deemed as made pursuant to sentence one.

(4) An entrepreneur and persons/entities who/which are entered in the
Register pursuant to a special legal regulation as part of entry of an entrepreneur may
within 1 month of entry demand by means of an application deletion from the Register
or a change in an entry made pursuant to paragraph 3; default of this deadline cannot be
waived. The provisions of Section § 200b para. 1 sentence two shall not be affected by
this.

(5) Persons/entities entered in the Register pursuant to a special legal
regulation as part of entry of an entrepreneur may in the event of their deletion from the
Register also demand change of the entry if it has been made otherwise than pursuant
to paragraph 3; paragraph 4 shall be applied mutatis mutandis.

Section 200dc

(1) The court shall notify parties to the proceedings of an entry made pursuant
to Section 200da para. 3 and para. 4 sentence 1 and Section 200db para. 3 by sending
an extract from the Register containing this entry. The court shall also send
notification pursuant to this provision to persons/ entities who/which are entered
pursuant to a special legal regulation as part of entry of an entrepreneur. This extract
must be sent at the latest within 3 days of the entry.

14
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(2) The court shall make an entry in the Register without needless delay once
the ruling on the content of the entry has come into legal force.

(3) The court shall always also notify the Czech Bar Association of entry of a
foreign person/entity providing legal services pursuant to special legal regulation 72a,
entry of an organisational unit of its business or entry of relocation of its registered
office in the Czech Republic.

Section 200de

The chairing judge may also impose a procedural fine on an entrepreneur if
he/she has not responded to a call of the court to acquaint it of a fact or submit
documents to it required for a decision pursuant to Section 200b para. 1 sentence two or
to submit documents to it which belong to the collection of documents pursuant to
special legal regulations. The procedure here shall be similar to that pursuant to
Section 53 and a procedural fine of up to CZK 20,000 may be imposed.

72a) Section 35a para. 1 (d) of Act No. 85/1996 Coll., as amended.

73) Section 27a para. 2 of the Commercial Code.

1)) THE COMMERCIAL CODE
Companies Register
Section 27

(1) The Companies Register is a public register in which details on
entrepreneurs stipulated by law are entered. The Companies Register is maintained in
electronic form.

(2) The Companies Register is kept by the court designated for this by a
special legal regulation (hereafter “Registration Court”).

(3) The Registration Court shall keep a separate file for every entrepreneur,
organisational unit of a company, company of a foreign person/entity or organisational
unit of it, unless the law stipulates otherwise. The Companies Register shall include a
collection of documents.

(4) The Registration Court shall publish an entry, change in it or deletion of it
in the Companies Register and also the depositing of a document in the collection
without needless delay after entry, unless a legal regulation imposes this obligation on
someone else. The Registration Court shall also notify the particular tax authority
concerned, the state statistics authority and the authority which issued the trading
permit or other business licence of the published data within one week of the day of its
entry.

15
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(5) The extent and manner of publication is regulated in a government order.

Section 28

(1) The Companies Register is accessible to everyone. Anyone may inspect it
and provide themselves with a copy or extract of it.

(2) Upon request, the Registration Court shall issue a partial or complete
officially verified documentary copy of an entry or a document deposited in the
collection of documents or confirmation that a certain detail is not in the Companies
Register, unless the applicant expressly requests a copy that has not been officially
verified.

(3) If a partial or complete documentary copy pursuant to paragraph 2 has not
been expressly requested, the Registration Court will always issue a partial or complete
copy in electronic form. An applicant may only request an officially verified electronic
copy if its request is signed by a recognised electronic signature pursuant to a special
legal regulation. The Registration Court will always issue only a documentary copy
concerning facts entered in the Companies Register and documents deposited in the
collection of documents before 1 January 1997, unless these facts or documents are
also already kept in electronic form.

(4) Conformity of the copy with the entry in the Companies Register or with a
document deposited in the collection of documents will be confirmed by official
verification.

(5) The Registration Court may request reimbursement of costs for issuing a
copy; the amount of this may not exceed the actual and associated administrative costs.

Section 29

(1) The person to whom the entry applies may not lodge an objection against
one who acts in trust in an entry in the Companies Register that this entry does not
correspond to the facts.

(2) The facts entered in the Companies Register shall be operative for anyone
from the day of their publication, unless the person/entity entered proves that execution
of the entry was known to a third party beforehand.

(3) The person/entity entered may refuse to divulge to third parties details and
content of documents, publication of which is imposed by law, to third parties, unless it
can be proved that they were already known to the third party. The person/entity
entered may not, however, invoke these details and content of documents until the
sixteenth day following publication, if the third party proves that it could not have
known about them.

(4) Where there is inconsistency between details entered and those published
or between documents kept and those published, the published wording may not be

16
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invoked against third parties. A third party may, however, invoke the published
wording only unless the person/entity entered proves that the details entered or the
content of documents deposited were known to this third party.

(5) Third parties may always invoke unpublished details and content of
documents, if the fact of non-publication does not disqualify them from being effective.

(6) If the content of an entry in the Companies Register is contrary to a
mandatory provision of the law and remedy cannot be achieved otherwise, the
Registration Court shall call upon the entrepreneur to ensure remedy. If this is a legal
entity and this entity does not ensure remedy within the stipulated time period, the
court may, even without an application, if this procedure is in the interests of protecting
third parties, decide to close it by putting it into liquidation.

(7) A third party may invoke details contained in documents deposited in the
collection of documents in one of the official languages of the European Union
(Section 38k para. 4), unless the party entered proves that this person/entity knew of the
discrepancy with documents published in Czech. The person/entity entered may
invoke only details contained in documents published in Czech.

Section 30

(1) From the moment entry of a person who is a body or member of a body of
a legal entity is published, nobody may invoke breach of legal regulations, the
Memorandum of Association or Articles of Association regarding third parties in
election or appointment of these bodies or members of them, unless the person/entity
entered proves that the third party knew of the breach. This shall not affect the
provisions of Sections 131, 183 and 242.

(2) If the Registration Court rejects an application to permit the entry of a
person who is a body or member of a body of a legal entity, his/her election or
appointment shall be regarded as null and void; this shall not affect the rights of third
parties acquired in good faith. The Registration Court shall publish negative decisions
when they come into legal force. A legal entity may not lodge an objection before
publication of the invalidity of an election or appointment concerning third parties,
unless it proves that these parties knew of the invalidity.

Section 31

(1) Only a person/entity stated in Section 34, or a person/entity so stipulated
by law, may submit an application for entry or change or deletion of an entry in the
Companies Register (hereafter “application for entry”).

(2) If a person/entity does not fulfil pursuant to paragraph 1 the obligation to
submit an application for entry within fifteen days of the day when it incurred this
obligation, an application for entry may be submitted by a person/entity who/which
proves a legal interest in it and attaches the prescribed documents (appendices) to the
application.
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(3) An applicant pursuant to paragraph 1 or 2 shall submit with the
application the consent in writing of persons who pursuant to this Act or special legal
regulation are entered as part of entry of the entrepreneur, unless this consent is inferred
from other documents submitted for the application; consent shall not be required for
deletion of a person entered as part of the entry of the entrepreneur. The signature for
consent pursuant to the previous sentence must be officially verified, unless it is
contained in a document executed as a notarial deed.

(4) If this Act stipulates conditions for permission of entry in the Companies
Register, this means making an entry or a decision on entry pursuant to special legal
regulation.

Section 32

(1) An application for entry may be submitted only on a printed form; the
signature must be officially verified.

(2) An application for entry must be substantiated by means of documents
concerning facts which are to be entered in the Companies Register and documents
which shall be kept in the collection of documents.

(3) An application for entry of details to be entered must be submitted without
needless delay upon occurrence of the decisive fact.

(4) The Ministry of Justice stipulates by Decree the obligatory forms for
submitting applications for entry and a list of documents (attachments) which are
attached to applications. The Ministry of Justice also publishes the forms and list of
documents attached in a manner enabling remote access; no charge may be made for
this service.

(5) The obligation to submit an application for entry on the form pursuant to
paragraph 1 shall not apply for proceedings relating to state companies, legal entities of
public law established by a special legal regulation and in cases when entry is made or
amended as an official obligation.

Section 33

(1) An application for entry may be submitted in documentary or electronic
form; this applies similarly to submission of documents proving facts stated in the
application and documents deposited in the collection of documents.

(2) Only a person using a recognised electronic signature pursuant to a special
legal regulation may submit an application in electronic form.

(3) The Registration Court will keep applications and documents only in
electronic form, unless the nature of the application and document renders this
impossible. The Registration Court will convert applications and documents delivered
in paper form into electronic form without needless delay.
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(4) The Ministry of Justice stipulates by Decree the method of converting
documents into electronic form, and also the method of dealing with converted
documents. It may also stipulate by Decree which applications and documents can be
submitted only in electronic form.

Section 34
(1) Entries will be made in the Companies Register for:
a) companies and cooperatives
b) foreign entities pursuant to Section 21 para. 4
¢) natural persons who are entrepreneurs and are citizens of the Czech Republic or one
of the member states of the European Union or another state in the European Economic
Area, if they request entry; this will apply similarly to natural persons who are

entrepreneurs and have permanent residence in one of these states, and

d) other persons/entities, if a special legal regulation stipulates the obligation to enter
them.

(2) A natural person who is an entrepreneur will always be entered in the
Companies Reqgister if

a) the amount of his/her revenues or earnings net of value-added tax, if this forms part
of the revenues or earnings, has reached or exceeded during two immediately
consecutive accounting periods an average of a hundred and twenty million CZK, or

b) operates a business in an industrial manner.

(3) A natural person who fulfils any of the conditions under paragraph 2 shall
submit an application for entry in the Companies Register without needless delay.

(4) A natural person who has ceased to fulfil conditions on the basis of which
he/she was obliged to submit an application for entry in the Companies Register
pursuant to paragraph 3 may submit an application for erasure from the Companies
Register.

Section 35

The Companies Register will record:

a) the business name, for legal entities its registered office, for natural persons their
home address and place of business, if this is different from their home address
b) subject of business (activity)

c) legal form of a legal entity

d) for a natural person his/her personal identification code or date of birth, if no
personal identification code has been assigned to his/her
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e) the identification number which the Registration Court assigned to the entrepreneur;
required identification numbers are notified to the Registration Court by the state
administrative authority concerned

f) the name and home address or business name and registered office of a person who is
a statutory body of a legal entity or a member of it, stating how he/she acts in the name
of the legal entity, and the day his/her term of office starts and expires; if a statutory
body or a member of it is a legal entity, also the names and home addresses of the
persons who are its statutory body or members of it

g) the name and home address of the authorised signatory, and also how he/she acts
h) for legal entities the identification number, if it has been assigned

i) other facts stipulated by a legal regulation

Section 36

The Companies Register will also record the following details relating to
legal entities:
a) for a public company the name and home address or business (name) and registered
office of its partners

b) for a limited partnership company, the name and home address or business (name)
and the registered office of its partners, stating which of the partners is a managing

investor and which is a passive investor, the amount contributed by each passive

investor and how much has been paid up

c) for a limited liability company, the name and home address or business (name) and
the registered office of its partners, the amount of registered capital, the amount
contributed by each partner to registered capital and how much has been paid up, the
amount of the business share of each partner, security for the business share interest in
the business, and also the names and home addresses of the members of the
Supervisory Board, if one has been set up, and the day their term of office starts and
expires

d) for a joint-stock company, the amount of registered capital, how much has been paid
up, the number, type, form and nominal value of the shares, any restriction on
transferability of registered shares, the names and home addresses of the members of
the Supervisory Board and the day their term of office starts or expires; if the company
has a sole shareholder, the name and home address or the business name and registered
office of the sole shareholder are entered

e) for a cooperative, the amount of registered capital to be entered and the amount of
registered member’s contribution or contributions

f) for state companies, the founder, the amount of capital stock, the minimum amount
of capital stock the state company is obliged to retain, and the designated assets.
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Section 37

(1) The person/entity applying for an entry in the Companies Register shall
prove that on the entry date at the latest it will obtain a trading licence or other
authorisation for activity which is to be entered in the Companies Register as the
subject of business (activity), unless stipulated otherwise by a special legal regulation.
Activity which can pursuant to a special legal regulation be performed only by a natural
person shall be entered as the subject of business of the company or cooperative only if
the applicant proves that that this activity will be performed by persons who are
authorised for it pursuant to a special legal regulation.

(2) When applying for entry in the Companies Register, the applicant shall
prove the legal reason for use of the premises in which his/its registered office or place
of business is located; this shall also apply for any change of these. For proving the
legal reason for use of the premises a declaration in writing by the owner of the
property, flat or non-residential premises where the premises are located, or a
declaration by a person authorised to deal in other ways with the property, flat or non-
residential premises that he/it consents to the location shall suffice.

(3) If the applicant is a foreign person/entity, he/it shall inform the
Registration Court of the mailing address in the Czech Republic or the person(s)
empowered to receive written materials with the mailing address in the Czech
Republic; this shall also apply to each change of these details.

(4) A document proving fulfilment of the obligations under paragraphs 1 to 3
shall be attached to the application for entry.

Section 38

(1) In the case of a merger of legal entities (hereafter “entry of merger”) a
statement shall be entered in the Companies Register for each legal entity ceasing to
exist of the fact that it has ceased to exist as a result of merger or amalgamation, stating
the business name, registered office and identification number of the successor legal
entity, or of all other legal entities ceasing to exist.

(2) For the successor legal entity an entry is made:
a) in the case of a merger, of the fact that the merger has occurred, that the equity of the
legal entity (entities) that has (have) ceased to exist has been transferred to it, the
business name, registered office and identification number of the legal entity (entities)
that has (have) ceased to exist, and any changes of details previously entered
concerning the successor legal entity

b) in the case of amalgamation, in addition to the details entered when the legal entity

came into existence, of the fact that the amalgamation has occurred, that the equity of

the legal entities that have ceased to exist have been transferred to it, the business
name, registered office and identification number of the legal entities that have ceased

to exist.
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Section 38a

() In the case of transfer of equity to a partner (hereafter “entry of transfer of
equity”), the fact that the company has ceased to exist and equity is being transferred to
a partner, and the business name, registered office or home address and place of
business, if this is different from the home address, and the identification number of the
partner to whom the equity of the company ceasing to exist has been transferred, are
entered in the Companies Register for the company that has ceased to exist.

(2) For the person to whom the equity of the company that has ceased to exist
is transferred, details of the transfer, the business name, the registered office and the
identification number of the company that has ceased to exist shall be entered.

Section 38b

(1) When a legal entity is split up (hereafter “entry of unbundling”), the fact
that it has ceased to exist as a result of unbundling or that part of its equity has been
hived off, stating the business name, the registered office and the identification
numbers of all the successor legal entities, shall be entered in the Companies Register
for the legal entities that have ceased to exist or been split up.

(2) For the successor entity, the following details are entered:

a) when there is unbundling with the establishment of new legal entities, in addition to
the details entered when the legal entity comes into existence, the fact that it has come
into existence as a result of unbundling, that equity of the legal entity that has ceased to
exist stated in the unbundling project has been transferred to it, the business name,
registered office and identification number of the legal entity which has come into
existence as a result of unbundling, and the business name, registered office and
identification numbers of other legal entities which have also been created by
unbundling; this shall apply similarly for hiving off with the establishment of new
companies (Section 69c para. 2)

b) in the case of unbundling by merging legal entities, the fact that equity of the legal
entity that has ceased to exist stated in the unbundling project has been transferred to it,
the business name, registered office and identification number of the legal entity which
has ceased to exist as a result of unbundling, and the business name, registered office
and identification number of other legal entities to which other parts of the equity of the
legal entity that has ceased to exist have been transferred, and any change in details
entered concerning the successor legal entity; this shall apply similarly for hiving off
by merger (Section 69c para. 2).

Section 38c

In the case of a change in the legal form of a legal entity (hereafter “entry of
change in legal form”), for the legal entity that is changing its legal form the fact that it
has changed its legal form, stating the original and new legal forms, and also details
entered upon the creation of the legal entity the legal form of which the existing legal
entity acquires are entered in the Companies Register.
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Section 38d

(1) All the legal entities ceasing to exist or unbundled and the successor legal
entities together, or all persons who are statutory bodies of successor entities or
members of them, shall jointly submit an application for entry of the merger or entry of
unbundling.

(2) The legal entity ceasing to exist and the partner to whom the equity is
being transferred shall jointly submit an application for entry of transfer of equity. The
legal entity whose legal form is changed shall submit an application for entry of
change.

Section 38e

() If entities ceasing to exist and unbundled and also the successor entities
have registered offices in districts of different Registration Courts, an application shall
be submitted for each of them.

(2) The Registration Court shall make an entry of the fact on the same day. If
the court has decided upon entry by means of a ruling, then the other Registration
Courts in whose districts the legal entities involved have registered offices shall not
make the respective entries in the Companies Register until the decision to permit entry
has come into legal force.

(3) The Registration Court shall permit entry of a merger, transfer of equity or
unbundling for legal entities ceasing to exist and unbundled and also the successor
legal entities only on the same day.

Section 38f

(1) For a branch unit or other organisational unit of a company, its
designation, registered office (location), subject of activity, and name and home
address of its manager shall be entered in the Companies Register.

(2) A branch unit or other organisational unit of a company shall be entered in
the Companies Register at the Registration Court in whose district it is located in terms
of its registered office or home address or place of business, if this is different from the
home address entered by the entrepreneur.

(3) A branch unit or other organisational unit of a company located in the

district of another Registration Court shall also be entered in the Companies Register at
this court.
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Section 38g

(1) Entry shall also be made in the Companies Register of the winding up of a
legal entity and the legal reason for this, going into liquidation, the name and home
address or the business name and the registered office of the liquidator (liquidators), or
the name and home address of the person who will perform the activity of liquidator for
the legal entity, declaration of bankruptcy with the name and home address or the
business name and registered office of the bankruptcy administrator, or the name and
home address of the person who will perform the activity of bankruptcy administrator
for the legal entity, rejection of an application for declaration of bankruptcy because the
debtor's assets are insufficient to pay for the costs of bankruptcy, commencement of
settlement proceedings, a court decision on an order to enforce a decision by taking
sanctions against the share of a partner in the company, by sale of the company or part
of it, and also a court decision to stay enforcement of this decision, a distrainment order
for taking sanctions against the share of a partner in the company, for sale of the
company or part of it, and also a court decision to stay distrainment or provide
notification that distrainment has terminated for reasons other than by staying it, a court
decision on the non-validity of the legal entity, termination of liquidation and the legal
reason for deletion of the entrepreneur.

(2) If there is a source document for entry of the decision of a court or an
administrative authority, this fact shall be entered in the Companies Register without
the Registration Court issuing a decision to permit entry, if this decision is required by
a special legal regulation.

Section 38h

(1) For the company of a foreign person/entity and for an organisational unit
of his/its company, the following shall be entered in the Companies Register:

a) designation and registered office (location) of the company or its organisational unit
and identification number

b) subject of activity of the company or its organisational unit
c) law of the state by which the foreign person/entity is governed, and if this law
stipulates an entry, then also the file in which the foreign person/entity is entered, and

the entry number

d) business name or name of the foreign person/entity, its legal form and the amount of
subscribed registered capital in the currency concerned, if this is required

e) entry details required by law for a statutory body or member of it

f) entry details required by law for the manager of an organisational unit of the
company and his/her place of residence

g) winding up of the foreign entity, appointment, identification data and authorisation
of the liquidator, termination of liquidation of the foreign entity

24



Report on fourth assessment visit of the Czech Republic — Annexes

h) declaration of bankruptcy, permission of settlement or commencement of other
similar proceedings relating to the foreign entity and

i) termination of the activity of the company or its organisational unit in the Czech
Republic.

(2) For the company of a foreign person/entity and an organisational unit of
the company of the foreign person/entity which has its registered office in one of the
member states of the European Union or in another state in the European Economic
Area, the following details are entered in the Companies Register:

a) designation and registered office (location) of the company or its organisational unit,
if this is different from the name or the business name of the foreign entity, and the
identification number

b) subject of activity of the company or its organisational unit

c) the file in which the foreign person/entity is entered, if it is entered, and the entry
number

d) the business name or name of the foreign person/entity and its legal form
e) entry data required by law for a statutory body or member of it

f) entry data required by law for the manager of the organisational unit and his/her
place of residence

g) winding up of the foreign entity, appointment, identification data and authorisation
of the liquidator, termination of liquidation of the foreign entity

h) declaration of bankruptcy, permission of settlement or commencement of other
similar proceedings relating to the foreign entity and

i) termination of activity of the company or its organisational unit in the Czech
Republic.

Section 38i
(1) The collection of documents shall contain

a) the Memorandum of Association or founder's deed or foundation agreement of the
company, a copy of a notarial deed containing the resolution of the constituting General
Meeting of the joint-stock company or the constituting Meeting of the cooperative, the
Articles of Association of the joint-stock company, the cooperative or the limited
liability company, if they are to be issued pursuant to the Memorandum of Association
and the founder's deed of a state company (hereafter “foundation documents”) and
subsequent changes in them; after each change in a foundation document or Articles of
Association its full valid wording must be deposited
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b) a decision on the election or appointment, dismissal or a document concerning other
termination of the holding of office of persons who constitute a statutory body or are
members of it, the liquidator, the bankruptcy administrator, the settlement
administrator, the compulsory administrator or the manager of the organisational unit
of the company (Section 13 para. 3) or who as a body regulated by the Act or as
members of it are authorised to commit the company or represent it before a court or
participate in this manner in management or control of the company

c) the Annual Reports, ordinary, special and consolidated financial statements if they
do not form part of the Annual Report, if this Act or a special legal regulation requires
their preparation, the proposal for distribution of profit and its final form or settlement

of a loss if these do not form part of the ordinary financial statements, auditors’ reports
on the auditing of the financial statements, and a report on relations between related
parties pursuant to Section 66a para. 9; in the document containing the balance sheet
(balance) the identification details of the persons who audit it pursuant to the Act must
also be given

d) a decision to wind up a legal entity, a decision by which a decision to wind up a
legal entity is annulled and a decision to annul a decision on transfer, and a court
decision on the invalidity of the company (Section 68a), report on the progress of
liquidation under Section 75 para. 1, list of partners under Section 75a para. 1 or a
report on dealing with assets under Section 75 para. 6

e) a decision on change of legal form and a report on change of legal form, agreement
on a merger, on transfer of equity or on unbundling and drafts in writing of such
agreements, an unbundling project, a report on a merger, on transfer of equity or
unbundling, and an expert witness’s report on a merger, on transfer of equity or
unbundling

f) a court decision on the invalidity of a resolution of the General Meeting on change of
legal form, merger, transfer of equity or unbundling and on the invalidity of an
agreement on a merger, transfer of equity or unbundling or on the invalidity of an
unbundling project

g) opinion of an expert witness or expert witnesses on valuation of a non-pecuniary
contribution in the establishment of a limited liability company or joint-stock company
or in increase of their registered capital, and the opinion of an expert witness on
valuation of equity in conversions of legal entities (Section 69) and on valuation of
assets under Section 196a para. 3

h) a court decision issued pursuant to the Bankruptcy and Settlement Act

i) agreement to transfer a company or part of it, and agreement to lease a company or
part of it, including notification of its extension pursuant to Section 488f para. 1, and
drafts of these agreements, or documents proving the termination of the lease, and a
court resolution on the acquisition of the company through inheritance

i) a control agreement (Section 190b) and an agreement to transfer profit (Section

190a), including changes in them, and/or documents proving annulment of the
agreement
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k) evidence of the consent of a marital partner to use of assets when the marital
partners have joint tenancy in the business pursuant to a special legal regulation, a copy
of a notarial deed on an agreement to change the extent of joint tenancy or on
reservations regarding its creation pursuant to a special legal regulation, if such
agreement has been concluded, or court decision on reduction of joint tenancy, or an
agreement to divide revenues from the business pursuant to a special legal regulation;
in the case of a divorce, an agreement to settle joint tenancy pursuant to a special legal
regulation or court decision or declaration of the entrepreneur that there has not been an
agreement or court decision

I) an agreement to pledge a business share and an agreement to transfer a business share
m) resolution of the General Meeting under Section 210

n) a court decision to order enforcement of a decision imposing a sanction on the
holding of any of the partners in the company, by sale of the company or part of it, and
also a court decision to halt enforcement of a decision, a court resolution to order
distrainment and issue a distrainment order to take sanctions against the business share
of any of the partners in the company and to sell the company or part of it, and also a
decision to halt distrainment or information that distrainment has finished other than by
being halted

0) a decision of the appropriate state authority to grant state consent to operation as a
private university pursuant to a special legal regulation

p) other documents stipulated by law

(2) The collection of documents shall also contain specimen signatures of the
persons entered as persons authorised to act on behalf of a legal entity.

Section 38]

(1) The collection of documents regarding a foreign person/entity, its
company and its organisational unit shall contain:

a) accounting records relating to the foreign person/entity in compliance with
obligations for their checking, processing and publication pursuant to the legal code by
which the foreign person/entity is governed; if this regulation is not in compliance with
the requirements of this Act and special legal regulations, accounting records relating
to the activity of the organisational unit stated in Section § 38i para. 1 (c) shall also be
deposited in the collection of documents

b) the Memorandum of Association, Articles of Association and similar documents on
the basis of which the foreign person/entity was established and changes in them and
the full wording

c) verification of the records of the state where the foreign person/entity has its

registered office to the effect that it has been entered in the records if the law of the
state where it is based stipulates such records
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d) details or evidence of a lien on assets of the foreign person/entity in another state, if
validity of this security is bound to its publication, and

e) a specimen signature of the manager of the organisational unit

(2) For a foreign person/entity and an organisational unit of a foreign
person/entity which has its registered office in one of the member states of the
European Union or in another state in the European Economic Area, only the
documents stated in paragraphs 1 (a), (b) and (c) shall be deposited in the collection of
documents.

(3) The duty to deposit accounting records pursuant to paragraph 1 (a) and
pursuant to paragraph 2 shall not apply for organisational units (branches) of foreign
loan and financial institutions.

(4) If several organisational units of the company of one foreign entity
operate in the Czech Republic, the documents stated in paragraphs 1 or 2 may be
deposited in the section of the collection of documents of only one of these, as selected
by the foreign entity. In such a case a reference has to be given in the section of the
collection of documents for the other organisational units of the company of the same
foreign entity to the Registration Court of the selected organisational unit, including the
entry number.

Section 38k

(1) An entrepreneur entered in the Companies Register shall submit two
copies of the documents filed in the collection of documents to the Registration Court
without needless delay following the occurrence of a decisive fact. One copy shall be
submitted of documents not proving the facts to be entered (Section 32 para. 2).

(2) Court decisions which are to be deposited in the collection of documents
shall be deposited by the Registration Court. If a certain item is entered in the
Companies Register but a corresponding document is not deposited in the collection of
documents, the Registration Court shall note this fact in the collection of documents
and call upon the entrepreneur to submit the document without needless delay.

(3) Documents prepared in a foreign language shall be submitted in the
original wording and also in a Czech translation, unless the Registration Court informs
the entrepreneur that this translation is not required; the Registration Court may also
provide this information on its official bulletin board for an indefinite number of
proceedings in future. If a translation is required and if it is a translation from a
language which is not an official language or one of the official languages of a member
state of the European Union or another state in the European Economic Area, the
translation must be officially verified.

(4) Documents which are deposited in the collection of documents may also

be submitted in one of the official languages of the European Union; paragraph 3 is not
affected hereby.
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(5) The provisions of paragraphs 3 and 4 shall also be used similarly for other
documents in writing submitted by an entrepreneur to the Registration Court, unless the
Act stipulates otherwise.

Section 38l

(1) A statutory body or a member of a statutory or other body of a legal entity
which is an entrepreneur may not be one who has held any of the comparable positions
in a legal entity against whose assets bankruptcy has been declared. The same shall
apply if an application for declaration of bankruptcy submitted against this legal entity
has been rejected for insufficient assets.

(2) The impediment pursuant to paragraph 1 shall operate against one who
has held the position of a statutory body or member of a statutory or other body in a
legal entity at least one year prior to submission of a petition for declaration of
bankruptcy against its assets, or prior to the establishment of an obligation of this legal
entity to submit a petition for declaration of bankruptcy against its assets.

(3) The impediment pursuant to paragraph 1 shall last for a period of three
years from the date of legal force of
a) a resolution to terminate bankruptcy following fulfilment of the resolution on assets
distribution or because the assets of the bankrupt are insufficient to pay the costs of
bankruptcy or

b) a resolution to reject the petition for bankruptcy for insufficient assets.

(4) The impediment pursuant to paragraph 1 shall not be taken into account
a) if bankruptcy is terminated for reasons other than those stated in paragraph 3

b) if the person is a liquidator who has fulfilled the obligation pursuant to Section 72
para. 2

c) if it is a person who was elected to the office after declaration of bankruptcy against
the assets of the legal entity, or

d) if it is a person who has been adjudged in proceedings pursuant to a special legal
regulation to have performed his/her office to date with due diligence

(5) The impediment pursuant to paragraph 1 shall lapse
a) if the person on whose part it occurs was elected or appointed to the position with
the consent of two thirds of the votes of the partners present at the General Meeting or
two thirds of all members of the Supervisory Board or authorised employees of the
company, if he/she is a member of the Supervisory Board elected by the employees,
and

b) the body in question was advised of the existence of this impediment at the election
or appointment of this person to the post.
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(6) If a fact stated in paragraph 1 occurs at a time when a person to whom this
fact applies is a statutory body or a member of a statutory or other body of the legal
entity, the relevant body shall, as soon as it comes to its knowledge, dismiss him/her, or
confirm his/her election or appointment. For confirmation of election or appointment
the consent of two thirds of the votes of the partners present at the General Meeting or
of two thirds of all the members of the Supervisory Board or authorised employees of
the company shall be required, if he/she is a member of the Supervisory Board elected
by the employees. If there is no confirmation of the election or appointment within
three months of the date when the fact stated in paragraph 1 occurred, performance of
office shall cease on the last day of this period.

(7) If it is a partner in a public company or a managing partner in a limited
partnership, the impediment pursuant to paragraph 1 shall lapse or if the partner is
confirmed in the position, the partners shall conclude an agreement in writing to this
effect with officially verified signatures.

(8) A decision pursuant to paragraphs 5 and 6 for other legal entities which
are entrepreneurs is within the competence of their supreme body.

ll) DECREE OF THE MINISTRY OF JUSTICE No. 562/2006 Coll.
ON DIGITALISATION OF THE COMPANIES REGISTER

The Ministry of Justice stipulates under Section 33 para. 4 of Act No.
513/1991 Coll., the Commercial Code, in the wording of Act No. 216/2005 Coll.:

Section 1
Method of converting documents into electronic form and method of dealing with
converted documents

(1) The method of converting documents into electronic form is understood as
their digitalisation, which is effected by means of computer technology. Digitalised
documents shall be saved in Portable Document Format (pdf) and included in the
document database.

(2) Documents will not be kept after 6 months have passed since they were
digitalised.
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Section 2
Obligatory electronic form of documents

Documents which are deposited in the collection of documents not providing
evidence for facts stated in the application for entry or change or deletion of an entry in
the Companies Register shall be submitted only in electronic form in Portable
Document Format (pdf). These documents can be sent to the Registration Court by e-
mail or using a Compact Disc Recordable (CD-R) data carrier. The Registration Court
will not return data carriers delivered and shall shred them 6 months after they have
been delivered.

Section 3
Effectiveness

This Decree shall come into effect on 1 January 2007.

Minister:

JUDr. PospiSil in his own hand
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ANNEX 5

Act No. 6/1993 Coll.
on the Czech National Bank.
as amended by
Act No, 60/1993 Coll., Act No, 15/1998 Coll.. Act No, 442/2000 Coll., the Constitutional
Court ruling promulgated under No. 278/2001 Coll.. Act No. 482/2001 Coll..
ActNo. 127/2002 Coll.. Act No. 257/2004 Coll.. Act No. 377/2005 Coll..
ActNo. 57/2006 Coll.. Act No. 62/2006 Coll., Act No. 230/2006 Coll..
Act No. 160/2007 Coll.. Act No. 36/2008 Coll.. Act No. 124/2008. Act No. 254/2008 Coll..
Act No, 295/2009 Coll.. Act No, 285/2000 Coll., Act No. 156/2010 Coll., Act No, 281/2009
Coll. and Act No. 145/2010 Coll.

Note: This text is a working document for information only, and is not an official
translation of the Czech legislation

The Czech National Council has passed this Aet:

PART ONE
Basic provisions

Article 1

(1) The Czech National Bank shall be the central bank of the Czech Republic and the
authority performing financial market supervision.

(2) The Czech National Bank shall be a legal entity governed by public law having its
registered address in Prague: it shall not be incorporated in the Companies Register.

(3) The Czech National Bank shall be entrusted with the powers of an administrative
authority to the extent defined in this Act and in special legal rules.”

(4) The Czech National Bank shall independently and with due diligence manage the assets
entrusted to it by the state.

Article 2

(1) The primary objective of the Czech National Bank shall be to maintain price stability.
Without prejudice to its primary objective. the Czech National Bank shall support the
general economic policies of the Government leading to sustainable economic growth.
The Czech National Bank shall act in accordance with the principle of an open market
econonty.

(2) In accordance with its primary objective. the Czech National Bank shall:

a) set monetary policy:

b) issue banknotes and coins;

¢) manage the circulation of currency, administer payments and clearing between
banks. foreign bank branches and credit unions, promote smooth and efficient
operation thereof. and contribute to the safety. soundness and efficiency of payment
systems and to the development thereof:
d) supervise the activities of entities operating on the financial market. analyse the
evolution of the financial system. see to the sound operation and development of the
financial market in the Czech Republic. and contribute to the stability of its financial
system as a whole:

€) carry on other activities pursuant to this Aet and pursuant to special legal rules.1a)
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(3) When performing its tasks., the Czech National Bank shall co-operate with the central
banks of other countries, with the authorities supervising the financial markets of other
countries, and with international financial organisations and international organisations
engaged in the supervision of banks, electronic money institutions and financial
markets.

Article 3

(1) The Czech National Bank shall submit a report on monetary development to the
Chamber of Deputies of Parliament at least twice a year for review. If the Chamber of
Deputies so resolves. the Czech National Bank shall submit an extraordinary report on
monetary development within thirty days. The resolution of the Chamber of Deputies
must state what the extraordinary report should contain,

(2) The report on monetary development shall be submitted to the Chamber of Deputies by
the Governor of the Czech National Bank. who in such an event shall be entitled to
attend the session of the Chamber of Deputies and must be called upon to spcak.lc}

(3) The Chamber of Deputies shall acknowledge the report on monetary development or
shall ask for a revised report.

(4) If the Chamber of Deputies asks for a revised report. the Czech National Bank shall
within six weeks submit a revised report that complies with the requirements of the
Chamber of Depnuties.

(5) The Czech National Bank shall inform the public on monetary development at least
once every three months.

Article 3a

The Czech National Bank shall submit a financial stability report to the Chamber of Deputies
for information at least once a year.

PART TWO

Organisation of the Czech National Bank
Article 4

The Czech National Bank shall comprise:
a) aheadquarters having its registered address at Prague:
b) branch offices;
c) special-purpose organisational units.

Article 5

(1) The supreme governing body of the Czech National Bank shall be the Bank Board of the
Czech National Bank (hereinafter referred to as the “Bank Board™). The Bank Board
shall set monetary policy and the instruments for implementing this policy. and shall
decide upon the fundamental monetary policy measures of the Czech National Bank and
measures in the area of financial market supervision.

(2) Furthermore. the Bank Board shall. in particular:

a) set forth the principles for the activities and transactions of the Czech National
Bank:
b) approve the budget of the Czech National Bank:
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(1)

(2)

(3)
4

(5)
(6)

(8)

)
(10)

(11)

¢) set forth the organisational structure and fields of competence of the organisational
units of the Czech National Bank:

d) define the types. amounts and uses of the funds of the Czech National Bank:

¢) execute the rights and duties arising from labour-law relations in respect of the staff
of the Czech National Bank. The Bank Board may delegate these activities to other
members of staff:

f) grant its consent to the entrepreneurial activities of the staff of the CNB:

g) fix the salary and other emoluments of the Governor: the salaries and other
emoluments of Vice-Govemors and other members of the Bank Board shall be fixed
by the Governor:

h) decide on appeals against the decisions of the Czech National Bank in the first
instance.

Article 6

The Bank Board shall consist of seven members, comprising the Governor of the Czech
National Bank. two Vice-Governors of the Czech National Bank and four other
members of the Bank Board of the Czech National Bank.

The Governor, Vice-Governors and other members shall be appointed and relieved from

office by the President of the Republic.

cancelled

No person shall be allowed to hold the position of member of the Bank Board more than

twice.

The members of the Bank Board shall be appointed for a term of six years.

Membership of the Bank Board shall be incompatible with the position of member of a

legislative body, member of the Government and membership of the governing,

supervisory or inspection bodies of other banks or commercial undertakings. and the
performance of any independent gainful occupation. except for scientific. literary.
journalistic. artistic and pedagogical activities and except for management of own
assets. Membership of the Bank Board shall be incompatible with any activity which
might cause any conflict of interest between the performance of this activity and
membership of the Bank Board.

Any citizen of the Czech Republic who:

a) is fully competent to perform legal acts.

b) has completed a university education.

¢) is of integrity,

d) is a person of recognised standing and professional experience in monetary matters
and in the area of the financial market, may be appointed a member of the Bank
Board.

For the purposes of this Act. “of integrity” shall refer to a natural person who has not

been lawfully convicted of a eriminal offence.

The members of the Bank Board shall be staff of the Czech National Bank.

The performance of duties of a Bank Board member shall terminate:

a) with the expiration of his term of office.

b) on the day immediately following the day on which written notice of relief from
office or of written notice of resignation from office is delivered, or at some later
date given in the notice of relief or resignation from office.

The President of the Republic shall relieve a member of the Bank Board from office:

a) in the event of a breach of paragraph 6 or of paragraph 7(c),
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b) on the day any judgement depriving the member of competence to perform legal acts
or limiting his competence to perform legal acts enters into legal force,

(12) The President of the Republic may relieve a member of the Bank Board from office if
the member fails to perform his duties for a period exceeding six months.

(13) The Governor shall be relieved from office by the President of the Republic if he no
longer fulfils the conditions required for the performance of his duties or if he has been
guilty of serious misconduet. The President of the Republic may also relieve the
Governor from office if he fails to perform his duties for a period exceeding six months.
A decision to this effect may be referred to the European Court of Justice by the
Governor concerned or the Governing Council of the European Central Bank on
grounds of infringement of the Treaty establishing the European Community or of any
rule of law relating to its application,

Article 7

(1) The Governor. or, in his absence, a Vice-Governor nominated by him. shall chair the
meetings of the Bank Board. The Bank Board shall act by a simple majority of the votes
cast. The Bank Board shall have a quorum if the Governor, or his nominee. and at least
three other members of the Bank Board are present. In the event of a tie. the chairperson
shall have the casting vote,

(2)  The Bank Board shall approve the Rules of Procedure of the Bank Board.

Article 8

The Governor shall represent the Czech National Bank externally. In his absence. a Vice-
Governor nominated by him shall act on his behalf.

PART THREE
Relationship to the Government and to other bodies

Article 9

(1) When providing for the primary objective of the Czech National Bank and when
carrying out other activities, neither the Czech National Bank nor the Bank Board shall
seck or take instructions from the President of the Republic. from Parliament. from the
Government. from administrative authorities or from any other body.

(2) The Czech National Bank and the Government shall inform each other on matters
concerning the principles and measures of monetary and economic policy.

Article 10

(1) The Czech National Bank shall take a position on proposals presented to the
Government for consideration that concern the fields of competence of the Czech
National Bank.

(2) The Czech National Bank shall act in an advisory capacity vis-a-vis the Government in
matters of monetary policy and the financial market.

Article 11
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(1) The Minister of Finance or another nominated member of the Government may attend
the meetings of the Bank Board in an advisory capacity and may submit motions for
discussion.

(2) The Governor of the Czech National Bank or a Vice-Governor nominated by him may
attend the meetings of the Government in an advisory capacity,

PART FOUR
Issuance of banknotes and coins

Article 12

The Czech National Bank shall have the exclusive right to issue banknotes and coins.
including commemorative coins (hereinafter referred to as “banknotes and coins™).

Article 13

The monetary unit in the Czech Republic shall be the Czech koruna (crown)., abbreviated as
“K¢&". The Czech koruna shall be divided into one hundred hellers.

Article 14

The Czech National Bank shall manage the stocks of banknotes and coins. and shall organise
the delivery of banknotes and coins from the manufacturers in keeping with the requirements
for the circulation of money.

Article 15

The Czech National Bank shall organise the printing of banknotes and the minting of coins.
and shall see to the protection and security of banknotes and coins that have not been released
into circulation and to the safekeeping and destruction of printing plates. dies and invalid and
withdrawn banknotes and coins.

Article 16

(1) Valid banknotes and coins issued by the Czech National Bank shall be legal tender at
their par value in respect of all payments made within the territory of the Czech
Republic.

(2) Coins made from precious metals, commemorative coins and special coins intended for
collection may be sold at prices other than their par value.

Article 17

(1) Upon request. the Czech National Bank shall exchange any damaged banknotes and
cons 1t has issued for undamaged banknotes and coins.

(2) The Czech National Bank may refuse to exchange banknotes or comns the design or
relief of which is illegible or perforated. and the remains of banknotes smaller than one
quarter of the original area of the banknote. Such banknotes and coins shall be taken
from the presenter without compensation and shall be destroyed. In justified cases. the
Czech National Bank may exceptionally provide compensation.
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(3) The Czech National Bank shall not provide any compensation for banknotes or coins
that have been destroyed or lost. It may withdraw without compensation banknotes the
appearance of which has been altered. particularly those that have been written on.
drawn on. overprinted. printed on or perforated, or which have been soiled by paint. glue
or other such material.

Article 18

The Czech National Bank shall withdraw from circulation banknotes and coins suffering from
wear and tear. destroy them and replace them with new banknotes and coins.

Article 19

(1) The Czech National Bank may declare invalid and withdraw from circulation any
banknotes and coins it has issued. It shall refund their par value by exchanging them for
other. newly issued banknotes and coins. The period over which such exchange may
take place shall not be less than five years, save as otherwise provided in a special
legislative act.

(2) At the end of the exchange period. the sum total of the banknotes and coins that have
been declared invalid but have not been presented for exchange shall be deducted from
the amount of money in circulation that appears in the accounts of the Czech National
Bank. This sum shall be income to the Czech National Bank.

Article 20

Any kind of reproduction of banknotes. coins. cheques. securities or payment cards
denominated in Czech korunas or in a foreign currency (heremnafier referred to as “money
symbols™). or objects imitating them. may only be made under the terms and conditions set
forth by the Czech National Bank in a legal regulation.

Article 21

(1) Legal entities shall withdraw counterfeit or altered banknotes and coins valued in Czech
korunas or in a foreign currency. or banknotes and coins valued in Czech korunas or in a
foreign currency for which reasonable suspicion arises that they are counterfeit or have
been altered. (hereinafter referred to as “suspicious banknotes and coins™) without
compensation and shall hand them over to the Czech National Bank, Such entities shall
be entitled to demand of the person who presented the suspicious banknotes or coins that
this person prove his or her identity in a credible manner. The entity that accepted the
suspicious banknotes or coins shall notify the eriminal law enforcement authorities of
the withdrawal of the suspicious banknotes and coins.

(2) Natural persons carrying on bureau-de-change activities or providing money serviees
under the Foreign Exchange Act shall also have the duties and powers referred to in
paragraph 1.

Article 22
The Czech National Bank shall set forth by decree:

a) the par values. dimensions. weight. material. appearance and other attributes of
banknotes and coins and the manner of their issuance into circulation:

37



Report on fourth assessment visit of the Czech Republic — Annexes

b) the steps to be taken by natural and legal entities when accepting and handling legal
tender. including the steps to be taken upon withdrawal of suspicious banknotes and
coins:

c) the manner of providing compensation for incomplete and damaged banknotes and
coins:

d) the manner of terminating the validity of banknotes and coins and the manner and
period of their exchange for other banknotes and coins;

¢) the terms and conditions under which money symbols may be reproduced or objects
imitating them may be produced.

PART FIVE
Instruments of monetary control of the Czech National Bank

Article 23

The Czech National Bank shall set the interest rates. structures. maturities and other terms and
conditions for the transactions it performs pursuant to this Act and special legislative acts.”

Article 24

The Czech National Bank shall set forth:

a) in a provision promulgated in the Bulletin of the Czech National Bank the prudential
rules for banks. foreign bank branches. credit unions, electronic money institutionsia
and branches of foreign electronic money institutions operating in the Czech
Republic under the single licence,

b) in a decree the prudential rules for other money market participants and the terms
and conditions under which transactions may be performed on the money market.

Article 25

(1) The Czech National Bank may require banks, foreign bank branches and eredit unions to
hold a preseribed part of their funds on accounts with the Czech National Bank
(hereinafter referred to as “required mininmm reserves™).

(2) The required minimum reserves may not exceed 30 per cent of the total liabilities of an
institution required to hold reserves pursuant to paragraph 1. net of its liabilities owed to
other such institutions.

Article 26

(1) Where a bank. a foreign bank branch or a credit union fails to maintain the required
minimum reserves, the Czech National Bank may charge it interest at double the
effective Lombard rate on the amount of the required minimum reserves which the bank
fails to provide.

(2) When increasing the reserve requirement. the Czech National Bank shall set a deadline
by which institutions subject to the requirement under Article 25 have to achieve the
new level.

Article 26a

The Czech National Bank shall set rules for the fulfilment of the requirements laid down in

38



Report on fourth assessment visit of the Czech Republic — Annexes

Articles 25 and 26 m a provision promulgated in the Bulletin of the Czech National Bank.

PART SIX
Transactions of the Czech National Bank
Transactions with Banks

Article 27
The Czech National Bank shall keep the accounts of banks and accept their deposits.
Article 28

The Czech National Bank may purchase from banks or sell to them:
a) bills of exchange maturing within six months of the date of their purchase by the
Czech National Bank and bearing at least two signatures, of which at least one shall

be on behalf of the bank:

b) government bonds or other securities underwritten by the Government:
Article 29

(1) The Czech National Bank may grant to banks for a maximum of three months credits
guaranteed by the securities referred to in Article 28 or by government bonds or other
securities underwritten by the Government. or by stock lists of bulk goods fully msured
against loss and damage. or by other assets.

(2) Inthe interests of maintaining a bank’s liquidity. the Czech National Bank may
exceptionally provide short-term credit for a period of up to three months. When
providing such ecredit. the Czech National Bank shall require adequate collateral.

Article 29a

Transactions conducted by the Czech National Bank pursuant to Part Six with banks may also
be conducted with foreign bank branches and credit unions in a similar manner.

Transactions with the Czech Republic
Article 30

(1) The Czech National Bank shall keep accounts pursuant to the Act on Budgetary Rules
and on the Amendment of Some Related Acts.

(2) The Czech National Bank may not provide returnable funds or any other financial
support to the Czech Republic or its bodies. or to regional authorities, bodies governed
by public law or legal entities under the control of the state. a regional authority or a
body governed by public law, with the exception of banks. not even through the
purchase of debt securities from such entities where such entities are the issuers thereof.
Moreover. it may not carry on transactions with such entities that might give rise to a
Czech National Bank claim against such entities.

Article 31
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(1) The Czech National Bank shall offer government bonds for sale pursuant to a special
legislative acts)and by agreement with the Ministry of Finance may perform on its
behalf and for an agreed remuneration activities relating to the management. redemption
and transfer of government bonds. the payment of interest on such bonds and other
activities as required,

(2) The Czech National Bank shall be authorised to keep a record of the securities 1ssued by
the Czech Republic and maturing within one year, a record of the securities issued by
the Czech National Bank (Article 33) and a record of bonds maturing within one year.
and shall be authorised to operate a settlement system for these investment instruments.

Article 31a

Pursuant to a special legal rule governing budgetary rules”, the Czech National Bank may.
upon the request of the Ministry of Finance. deal in investment instruments3b). This shall be
without prejudice to the provision of Article 31(1).

Other transactions of the Czech National Bank
Article 32

Save as otherwise provided in this Act. the Czech National Bank may purchase and sell
securities in order to regulate the money market,

Article 33

The Czech National Bank may issue. and trade in. short-term securities maturing within six
months.

Article 34

(1) The Czech National Bank may. under terms and conditions customary in the banking
sector. keep the accounts of its staff and provide other banking services to them. It may
also keep accounts and provide banking services for legal entities. The Czech National
Bank shall publish a list of these legal entities in its annual financial report.

(2) A special legislative acts) shall apply muratis mutandis to the carryving-on of the activities
referred to in paragraph 1.

PART SEVEN
Powers of the Czech National Bank in respect of foreign exchange management

Article 35

The Czech National Bank shall:

a) after discussion with the Government stipulate the exchange rate regime of the
Czech currency vis-a-vis foreign currencies. with the proviso that the primary
objective of the Czech National Bank must not be jeopardised;

b) declare the exchange rate of the Czech currency vis-a-vis foreign currencies:

c) set the price of gold in the banking operations of the Czech National Bank:

d) hold. manage and dispose of monetary reserves in gold and foreign exchange.
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Article 36

The Czech National Bank shall:

a) trade in gold and foreign exchange assets and conduct all types of banking
transactions with domestic and foreign banks as well as credit unions and payments
with other countries:

b} issue securities in foreign currencies.

PART EIGHT
Other activities and powers of the Czech National Bank

Article 37

(1) The Czech National Bank, together with the Ministry of Finance. shall prepare and
submit to the Government draft legislation on the currency and the circulation of money.
and draft legislation concerning the status, competence, organisation and activities of the
CNB. save for financial market supervision. the payment system and electronic money
1ssuance.

(2) The Czech National Bank shall co-operate with the Ministry of Finance n preparing
draft legislation in the areas of the financial market. the payment system, regulation of
clectronic money issuance. foreign exchange management and the adoption of the single
currency, the euro, in the Czech Republic,

Article 38

(1) The Czech National Bank shall be authorised to operate interbank payment systems. In
addition to banks. credit unionsd) and foreign bank branches. participants in these
systems may inelude entities which perform the role of a central counterparty. a
settlement agent or a clearing institution within a settlement system pursuant to a special
legal rule governing capital market luldel'[al-:hlgs3b]. or in a settlement system stated in
the list of the Commission of the European Communities, and which by their
participation in the Czech National Bank’s system shall be responsible for discharging
the financial obligations arising from orders accepted by this system. Pursuant to a
special legal rule, an account analogous to an interbank payment account shall be
maintained for the aforementioned entities in the Czech National Bank’s system.
provided that the Czech National Bank concludes with these entities a contract on
maintenance of a payment system account and submission of interbank payment data.

(2) Each contract referred to in paragraph 1 shall contain:

a) the place, manner and time of submitting the payment system data.

b) the essential elements, form and structure of the payment system data and the
manner of safeguarding them from misuse.

¢) the responsibilities of the contracting parties.

d) the interest-rate terms and conditions for the payment system account,

¢} the prices charged for executing interbank payments.

(3)  Inorder to ensure uniform payments and settlement, the Czech National Bank shall set
forth by decree;

a) the manner of execution of payments between banks. eredit unions and foreign bank
branches. and account settlement at banks and credit unions,
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b) the manner of use of payment mstruments by banks, eredit unions and foreign bank

branches within the payment system.

Article 39

The Czech National Bank shall register the representative offices of foreign banks and
financial institutions carrying on banking activities?) where such offices are active within the
territory of the Czech Republic. The foreign bank or financial institution shall register its
representative office prior to commencing its activities. The representative office shall not
transact business and shall not be incorporated in the Companies Register.

Article 40

Within the scope of its fields of competence pursuant to this Act. the Czech National Bank
shall negotiate payment and other agreements with foreign banks, financial market
supervisory authorities and international financial institutions.

Article 41

(1) The Czech National Bank shall co-ordinate the development of the banking information
system in the Czech Republic. For this purpose. it shall set forth the principles of the
banking information system in a legal regulation.

(2) In order to undertake its tasks. the Czech National Bank shall demand the necessary
mformation and documents from:

a)

b)
<)

banks, foreign bank branches. credit unions, electronic money institutionsia) and
branches of foreign electronic money institutions operating in the Czech Republic
under the single licence,

other entities subject to its supervision (Article 44),

other entities belonging to the financial institutions sector pursuant to European
Communities Law® or entities which have at their disposal information necessary for
the compilation of the balance of payments of the Czech Republic.

This shall be without prejudice to the right of the Czech National Bank to request information
pursuant to special legal rules and fulfilment of the information duty pursuant to special legal

rules 5@

(3) The Czech National Bank shall set forth in a provision promulgated in the Bulletin of
the Czech National Bank the content. form. dates and manner of submission of the
information and documents required from the persons specified in paragraph 2(a). and
the organisational and communicational terms and conditions for submitting them to the

“)

5)

(6)

Czech National Bank.

The Czech National Bank shall set forth in a decree the group of entities referred to in
paragraph 2(b) and (¢). and the content. form. dates and manner of compilation and
submission of the information and documents required from these entities.

If the submitted information and documents do not comply with the requirements set
pursuant to paragraph 3. or if reasonable doubts arise about the correctuess or
completeness of the information and documents submitted. the Czech National Bank
shall be entitled to request relevant details or an explanation.

The Czech National Bank may provide to the Czech Statistical Office for statistical
purposes individual data which it has acquired for the performance of its tasks where
such provision is necessary for the fulfilment of the obligations arising from an
international treaty which is binding on the Czech Republic,
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Article 42

The Czech National Bank shall be entitled to engage in commercial and investment activities
insofar as is necessary to provide for its own operations.

Article 43

The issuance of securities by the Czech National Bank. the trading in securities and other
investment instruments, their registration and the operation of a settlement system for them, as
performed by the Czech National Bank. shall not be subject to licensing or supervision under
special legal ruless).

PART NINE
Supervision

Article 44

(1) The Czech National Bank shall perform supervision of:

a) banks. foreign bank branches. credit unions, electronic money institutions. branches
of foreign electronic money institutions, small-scale electronic money issuers,
pavment institutions and small-scale payment service providers. and of the sound
operation of the banking system:

b) investment firms, securities issuers, the central depository, other entities keeping a
register of investment instruments, investment companies. investment funds.
settlement system operators, organisers of investment instrument markets and other
persons specified in special legal rules governing capital market undertakings™:

¢) insurance corporations. reinsurance corporations. pension funds and other entities
active i insurance and private pension schemes pursuant to special legal rulessc:

d) the safe. sound and efficient operation of payment systems pursuant to a special
legal mule’®:

¢) the activities of other entities that have a licence or registration pursuant to special
legal rules”™.

(2) Supervision shall include:

a) decisions on licence, permit and registration applications and prior approvals
pursuant to special legal rules:

b) inspection of adherence to the conditions stipulated in licences and permits:

¢) inspection of adherence to laws and directly applicable EC regulations. insofar as
the Czech National Bank has the power to conduct such inspections under this Act
or special legal rules. and inspection of adherence to the decrees and provisions
issued by the Czech National Bank:

d) collection of the information needed to perform supervision pursuant to special legal
rules and its enforcement. and verification of whether it is true, complete and up-to-
date:

e) the imposition of remedial measures and penalties pursuant to this Act or a special
legal rule:

f) procesdings regarding administrative offences.

(3) The Czech National Bank shall also perform supervision of the entities specified in
paragraph 1 on a consolidated or group basis as well as supplementary supervision of
such entities in financial conglomerates to the extent set forth in special legal rules™.
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(1)

(2)

()

Article 44a

The Czech National Bank shall perform supervision of compliance with the obligations
set out in the Civil Code as regards the remote conclusion of financial services
agreements. supervision of observance of the prohibition of unfair business practices
and supervision of compliance with the obligations as regards the conclusion of
consumer credit agreemcn‘rsgm) by persons referred to in Article 44(1). The Czech
National Bank shall perform such supervision of payment institutions. small-scale
payment service providers and small-scale electronic money issuers only within the
scope of payment service provision. services related to payment service provision and
clectronic money issnance.

In the case of cross-border co-operation, the Czech National Bank shall perform
supervision under paragraph 1. proceeding in accordance with the relevant legal rule of
the European Communities™.

If the Czech National Bank detects an infringement of an obligation or reasonably
suspects that the collective interests of consumerssi may be infringed by a person
supervised under paragraph 1 which has committed unlawful conduct i1 a Member State
of the European Communities or another state of the European Economic Area, it shall
prohibit that person from carrying on the unlawful conduct.

o%k)

Article 44b

In order to prove the integrity or credibility of a party to administrative proceedings
conducted by the Czech National Bank. the Czech National Bank shall require an extract from
the Criminal Register pursuant to a special legal rules) or. in cases stipulated by a special legal
rulesk). a copy from the Criminal Register. The application for an extract or copy from the
Criminal Register and the extract or copy from the Criminal Register shall be submitted in an
electronic form. in a manner allowing remote access,

1)

(2)

Avticle 45

In the performance of supervision and supplementary supervision of banks and other
entities in financial conglomerates to the extent set forth in a special legal ruleon by way
of on-site inspection, the relations between the Czech National Bank and the supervised
entities shall follow the basic rules of inspection as set forth in a special legislative actio)
for state administrative bodies. with the exception of the provisions on co-operation in
the area of ispection.i1)

An employee of the Czech National Bank may not perform supervision in the form of an
onsite inspection if he or she is a person closells) to the supervised entity or to an entity
which has a position in the supervised entity that enables it to influence the activity of
the employee.

Article 45a
Financial Market Committee

A Financial Market Comnuttee (hereinafter the “Committee™) shall be established as a

advisory body to the Bank Board for the area of financial market supervision,
The Committee shall consist of seven members;
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3)

)

(D
(2)

a) a Chairman. a Vice-Chairman and another member of the Committee. elected by the
Budget Committee of the Chamber of Deputies at the proposal of professional
organisations or interest groups of financial market participants and after the Czech
National Bank and the Ministry of Finance have issued their opinions on the
proposed persons: these members of the Committee must be eredible and recognised
financial market experts;

b) a Bank Board member appointed and dismissed by the Bank Board:

¢} two senior officers of the Ministry of Finance appointed and dismissed by the
Minister of Finance:

d) the Financial Arbiter.

The term of office of a member of the Committee who is elected by the Budget

Committee of the Chamber of Deputies shall be three years. The member may be re-

elected. The Budget Committee shall be obliged to elect a member no later than three

months following the expiration of the term of office, death. resignation or dismissal of

a previous member of the Committes by the Budget Committee due to loss of

credibility.

The members of the Committee shall perform their duties impartially and without

compensation.

Article 45b
The Committee shall meet regularly at least twice a year.

The meetings of the Committee shall be chaired by the Chairman (or the Viee-Chairman
in the Chairman’s absence).

(3) The Governor of the Czech National Bank and the Minister of Finance shall be entitled to

4
(5)

(1)

(2)

attend the meetings of the Committee,

The Committee shall adopt rules of procedure specifying detailed rules for its meetings.
A Czech National Bank employee approved by the Bank Board shall be the Secretary of
the Committee.

Article 45¢

The Committee shall monitor and discuss:

a) general frameworks. strategies and approaches to financial market supervision:

b) significant new trends on the financial market and in the supervision or regulation
thereof;

¢) systemic national and international issues regarding the financial market and the
performance of supervision thersof,

The Committee shall be entitled to submit to the Bank Board opinions and

recommendations in the areas specified in paragraph 1. In such cases. the Chairman (or

Vice-Chairman in the Chairman’s absence) shall be entitled to participate in the

discussion of the Committee’s opinion or recommendation in the Bank Board. The

Committee shall also be entitled to submit similar opinions and recommendations to the

Ministry of Finance,

The Czech National Bank shall inform the Committee at least twice a yvear of its main

financial market supervisory activities in the past period. including decisions made. It

shall also do so at the request of the Comumittee. The Ministry of Finance and the

Financial Arbiter shall be subject to the same information duty at the request of the

Committee.
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Article 45d

Report on the performance of financial market supervision

(1)

(1)

2)

(1)

(2)

(1)

2)

(1)

The Czech National Bank shall each vear compile and submit for information to the
Chamber of Deputies. the Senate and the Government a report on the performance of
financial market supervision, This report shall be submitted by 30 June of the following
year.
Before the report on the performance of financial market supervision is submitted. its
content shall be discussed by the Committee, which shall be entitled to append its
opinion to the report.
Article 46
Remedial measures

Should the Czech National Bank detect any violation of this Act, another legal rule or a
provision issued by the Czech National Bank by an entity specified in Article 24(b), it
shall order the entity to abandon the incorrect procedure or terminate its operations.
The entity referred to in paragraph 1 shall inform the Czech National Bank that the
shortcomings have been eliminated without undue delay after the elimination of the
shorteomings or immediately after the termination of its operations.

The regulations on administrative proceedings shall not apply to the procedure referred
to in paragraph 1.

Article 46a
Administrative offences in business and trading on the money market

A legal entity that is not a bank. or a natural person carrying on business activities, shall
be deemed to have committed an administrative offence if it breaches a prudential rule
or the conditions for trading on the money market stipulated in Article 24(b).

A fine of up to CZK 1.000.000 shall be imposed for an administrative offence under
paragraph 1.

Article 46b
Administrative offences in the fulfilment of the information duty

A legal entity or a natural person carrying on business activities as specified in Article
41(2), shall be deemed to have committed an administrative offence if it breaches the
duty to submit the information or documents referred to in Article 41, or if it repeatedly
submits incomplete or incorrect information or documents.

A fine of up to CZK 1,000.000 shall be imposed for an administrative offence under
paragraph 1.

Article 46¢
Administrative offences in the reproduction of money symbols and imitations thereof

A legal person or a natural person carrying on business activities shall be deemed to
have committed an administrative offence in reproducing money symbols and imitations
thereof if it produces a reproduction of a banknote. coin. means of payment or security
denominated in Czech korunas or a foreign currency. or produces. sells, imports or
disseminates for the purpose of selling or other business purposes an objeet whose form
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4)

(1)

4)

(5)
(6)

(7)

imitates them in contravention of Article 20 or a directly applicable legal rule of the
European Communities'™.

A fine of up to CZK 500,000 shall be imposed for an administrative offence under
paragraph 1.

A natural person shall be deemed to have committed an offence in reproducing money
symbols and imitations thereof if it produces a reproduction of a banknote. coin, means
of payment or security. denominated in Czech korunas or a foreign currency. or
produces, sells. imports or disseminates for the purpose of selling or ather business
purposes an object whose form imitates them in contravention of Article 20 or a directly
applicable legal rule of the European Communitiesiib).

A fine of up to CZK 500,000 shall be imposed for an offence under paragraph 3.

Article 46d
Administrative offences against the circulation of currency

A legal entity or natural person who is an entrepreneur carrying on bureau-de-change
activities or providing money services under the Foreign Exchange Act shall be deemed
to have committed an administrative offence if it does not withdraw a suspicious
banknote or coin, even though it is obliged to do so under Article 21 or a directly
applicable legal rule of the European Communitiesiie), and does not hand over the
counterfeits to the Czech National Bank.

A fine of up to CZK 1.000.000 shall be imposed for an administrative offence under
paragraph 1.

Article 46f
Joint provisions on administrative offences

A legal entity shall not liable for an administrative offence if it proves that it made every
effort that could possibly have been required to prevent the breach of its legal duty.

The gravity of the administrative offence. particularly the manner in which it was
committed and its consequences and circumstances, shall be taken into account in
determining the amount of the fine to be imposed on a legal entity.

A legal entity shall cease to be liable for an administrative offence if the Czech National
Bank fails to open administrative proceedings on the offence within one year of the day
the offence came to its knowledge. but no later than five years from the day the offence
was committed.

Administrative offences under Articles 46a to 46¢ shall be heard by the Czech National
Bank.

The Bank Board shall rule on appeals against decisions on administrative offences,

The provisions of this Act regarding the liability of. and sanctions against. legal entities
shall apply to h'abilitg' for conduct arising from or directly related to the business activity
of a natural person'!?,

Revenue from fines imposed shall constitute a state budget revenue.

PART TEN
Financial Management of the Czech National Bank

Article 47
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(1)

(2)

(4)

(5

The Czech National Bank shall manage its finances in compliance with a budget broken
down so as to show clearly the operating and investment expenditure of the Czech
National Bank.

The Czech National Bank shall defray the necessary costs of its operations from its
income. The profit it generates shall be used to replenish its reserve fund and other funds
created from profits and for other purposes in the budgeted amoumnt, It shall transfer the
remaining profit to the state budget.

Within three months of the end of the calendar vear. the Czech National Bank shall
submit its annual financial report to the Chamber of Deputies for review. This report
shall include information on the salaries of the members of the Bank Board of the Czech
National Bank.

The Chamber of Deputies may either:

a) approve.

b) acknowledge. or

¢) reject

the financial report of the Czech National Bank.

If the Chamber of Deputies rejects the financial report of the Czech National Bank, the
Czech National Bank shall within six weeks submit a revised report that complies with
the requirements of the Chamber of Deputies.

Article 48

The Czech National Bank shall keep accounts in accordance with a special legal rle.12a)
The annual accounts of the Czech National Bank shall be audited by one or more
auditors appointed by agreement between the Bank Board and the Minister of Finance,
As soon as the annual accounts are approved and audited. the Bank Board shall submit
them to the Chamber of Deputies and publish them.

The Czech National Bank shall publish an annual report containing basic information on
monetary development,

The Czech National Bank shall produce and publish every ten days a report on its
financial position.

PART ELEVEN
General provisions

Article 49

All banking operations of the Czech National Bank. including balances on the accounts it
keeps. shall be subject to banking secrecy.

(L

(2)

Aurticle 49a

Administrative fees for acts by the Czech National Bank pursuant to a special legal
rule’® shall constitute income to the Czech National Bank.

The reimbursement of the costs of administrative proceedings conducted by the Czech
National Bank under this Act or any other act shall be collected by the Czech National
Bank. The reimbursement of these costs shall constitute income to the Czech National
Bank, The reimbursement of the costs of adnunistrative proceedings conducted by the
Czech National Bank shall be regarded as public budget funds for the purposes of
administration of the payment thereof.'?
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(1)

(2)
(3)
“)

(3)

(6)

(1)

(2)

(3)

“)

Article 49b

Within the limits of the law, the Czech National Bank shall issue provisions of the
Czech National Bank (hereinafter referred to as “provisions™) where it is authorised to
do so by law. These provisions shall be binding on banks, eredit unions, foreign bank
branches, electronic money institutionsia) and branches of foreign electronic money
institutions.

Each provision shall be signed by the Governor of the Czech National Bank.

Each provision shall enter into force on the date of its promulgation in the Bulletin of
the Czech National Bank (hereinafter referred to as the “Bulletin™).

Each provision shall take effect on the date stipulated therein. However, the earliest it
can take effect 1s on the date of its promulgation in the Bulletin. namely the date of issue
of the relevant Volume of the Bulletin.

The provisions shall be marked in the Bulletin with serial numbers. with the series
terminating at the end of each calendar year.

The Czech National Bank shall issue official information documents of the Czech
National Bank. 1n which it shall provide information, for example, on the Bank Board's
interest rate decisions. interpretative opinions of the Czech National Bank. the
conditions for the transactions of the Czech National Bank and facts important to
persons operating on the financial market. The official information documents shall be
signed by a Bank Board member and issued 1n the Bulletin,

he Bulletin shall be issued in sequentially numbered Volumes marked with serial
numbers, with the series terminating at the end of each calendar year.

The Czech National Bank shall publish a copy of the Bulletin in a manner enabling
remote access. However, this copy shall not be deemed the Bulletin under paragraph 3
and 1t shall not be possible to refer to its wording in administrative or other proceedings.

Article 50

The staff of the Czech National Bank shall maintain confidentiality in the performance
of their duties, This obligation shall remain in effect even after the termination of their
employment or any similar relation to the Czech National Bank. The obligation of
confidentiality in matters encountered in the performance of their duties shall also apply
to the members of advisory bodies and to auditors.

The staff of the Czech National Bank and the members of advisory bodies may be
exempted from this obligation by the Governor on the grounds of the public mterest.
The staff of the Czech National Bank may not engage in entreprencurial activities.
participate in the entrepreneurial activities of other persons or hold offices in the
statutory or other bodies of any corporation without the prior approval of the Bank
Board. This provision shall not apply to the management of own assets and scientific.
literary. journalistic, artistic and pedagogical activities. In all these activities, the staff of
the Czech National Bank shall be obliged to prevent any contlict of interest or abuse of
information acquired while performing their duties in the Czech National Bank.

The staff of the Czech National Bank shall be obliged to follow the principles of
professional ethics set forth in the Code of Ethics of the Czech National Bank, which
shall be approved by the Bank Board.

PART TWELVE
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Transitional and final provisions
Article 51

The Czech National Bank shall be established by the division of the State Bank of
Czechoslovakia.'”

Article 52

A limit of seven per cent of the revenues of the state budget in the previous year shall be set
exceptionally for 1993 for the total stock of credits granted to the Czech Republic pursuant to
Article 30(2).

Article 53

The rights and duties arising from the employment relations of the State Bank of
Czechoslovakia with staff working within the territory of the Czech Republic shall be
transferred to the Czech National Bank.

Article 54

The property of the State Bank of Czechoslovakia shall be transferred to the Czech National
Bank to the extent set forth i a special legislative act.™

Article 55

(1) Where the State Bank of Czechoslovakia is named in legal regulations issued prior to
the date this Act takes effect and accepted into the legal order of the Czech Republic and
in provisions, this shall be taken to mean the Czech National Bank as from the date this
Act takes effect.

(2) Provisions issued by the State Bank of Czechoslovakia in force as of the date this Act
takes effect shall be deemed provisions issued by the Czech National Bank.

(3) Legal acts performed by the State Bank of Czechoslovakia vis-a-vis persons having their
registered address or permanent residence within the territory of the Czech Republic
shall be deemed. as from the date this Act takes effect. legal acts performed by the
Czech National Bank.

Article 56

Cancelled

Article 57
Accounts kept by the State Bank of Czechoslovakia within the territory of the Czech Republic
as of the date of dissolution of the State Bank of Czechoslovakia shall be deemed accounts

kept by the Czech National Bank in compliance with this Act.

Article 58
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(1) The present senior officers of the State Bank of Czechoslovakia appointed to their posts
by the President of the Czech and Slovak Federal Republic from among the citizens of
the Czech Republic pursuant to Article 6 of Act No. 22/1992 Coll.. on the State Bank of
Czechoslovakia, shall perform their duties as members of the Bank Board of the Czech
National Bank until the day the members of the Bank Board of the Czech National Bank
are appointed pursuant to Article 6(2) and (3).

(2) The Bank Board may allow a derogation from the provisions of Article 6(5) for 1993,

Article 59

The Budgetary Rules of the Republic'® shall apply to the Czech National Bank. with the
exception of the provisions governing the duties of the central bodies of the state
administration and those governing the mspection of budgetary financial management.

Article 60
Act No. 22/1992 Coll.. on the State Bank of Czechoslovakia. is hereby repealed.

Article 60a

Article 61
This Act shall take effect on 1 January 1993,

The position and competence of the Czech National Bank within the European
Community, or the European Union, and in the European System of Central Banks is
further regulated by Article IT of Act No. 442/2000 Coll. (as amended by Article IV of
Act No. 127/2002 Coll.)

Section II of Act No. 442/2000 Coll.
1.  From the date the Treaty of Accession of the Czech Republic to the European Union
enters into force:

a) the Czech National Bank shall. without prejudice to its primary objective, support
the general economic policies in the Furopean Community with a view to
contributing to the achievement of the objectives of the European Community:

(b) the Czech National Bank shall be a part of the European System of Central Banks in
accordance with the Treaty establishing the European Community and in accordance
with the Protocol on the Statute of the European System of Central Banks and of the
European Central Bank (hereinafter referred to as the “*Statute™) and shall observe
the provisions of the Statute to the extent of the requirements for Member States of
the European Union that have not yet introduced the euro as their national currency.
In performing the tasks ensuing from this position. the Czech National Bank shall
act in accordance with the legal acts of the European Central Bank:

(¢) when exercising the powers and carrying out the tasks and duties conferred upon
them by this Act, the Treaty establishing the European Community and the Statute,
neither the Czech National Bank. nor any member of its Bank Board shall seek or
take instructions from European Conununity institutions or bodies, from any
government of a Member State of the European Union or from any other body:
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(d) the Czech National Bank may not provide returnable funds or any other financial
suppeort to the European Community or its institutions or bodies, or to Member
States of the European Union. or to regional authorities. other bodies governed by
public law or legal entities under the control of any of the Member States of the
European Union. a regional authority thereof or a body governed by public law.

2. The prohibition referred to in paragraph 1(d) shall not apply to banks and other credit
institutions owned by the entities referred to in paragraph 1(d). which. in the context of
the provision of funds. shall be given the same treatment by the Czech National Bank as
private credit institutions,

Provisions of the Czech National Bank
Section II of Act No. 127/2002 Coll.

Provisions issued after the date this Act takes effect may also cancel the provisions of the
Czech National Bank promulgated prior to the date this Act takes effect in the Collection of
Laws of the Czech Republic pursuant to Act No. 545/1992 Coll.. on the Collection of Laws of

the Czech Republic or pursuant to Act No, 309/1999 Coll. on the Collection of Laws and the
Collection of International Agreements. by the promulgation of their complete wording.

1) ez ActNo. 21/1992 Coll, on Banks, as amended. and Act No. 219/1995 Coll.. the Foreign
Exchange Act.

1a) Article 18b of Act No. 124/2002 Coll . on Transfers of Funds. Electronic Payment
Instruments and Payvment Svstems (the Pavment Systems Act). as amended by Act No. 257/2004
Coll.

1c) Article 52(2) of Act No. 90/1995 Coll.. on the Standing Orders of the Chamber of Deputies.
3) Article 19(2) of Act No. 530/1920 Coll.. on Bonds.

3a) Act No. 218/2000 Coll.. on Budgetary Rules and on Amendment of Some Related Acts (The
Budgetary Rules), as amended.

3b) Act No. 256/2004 Coll.. on Capital Market Undertakings.

4) ActNe. 21/1992 Coll.

4a) Act No. 21/1992 Coll.

Act No. 87/1995 Coll.

6a) Act No. 591/1992 Coll., on Securities, as amended.

7) Article 1(3) of Act No. 21/1992 Coll.

8) Council Regulation (EC) No. 2223/96 of 25 June 1996, on the European system of national
and regional accounts in the Community.

8a) e.g. ActNo. 21/1992 Coll. on Banks, as amended. Act No. 256/2004 Coll.. on Capital Market
Undertakings, as amended, Act No. 189/2004 Coll.. on Collective Investment, Act No. 87/1995
Coll.. on Credit Unions. as amended. Act No. 363/1999_ on Insurance. as amended.

9) Act No. 15/1998 Coll.. as amended. Act No. 256/2004 Coll.. as amended.

9a) Act No. 21/1992 Coll.. on Banks. as amended. Act No. 87/1995 Coll.. on Credit Unions, as
amended. and Part Three of Act No. 124/2002 Coll.. the Payment Systems Act, as amended.

9b) Article 3(a) of Act No. 15/1998, on the Czech Securities Commission and on the Amendment
of Other Acts. as amended.

9c) Act No. 363/1999 Coll.. on Insurance, as amended, Act No. 42/1994 Coll., on Private Pension
Insurance, as amended. and Act No. 38/2004 Coll.. on Insurance Intermediaries and Independent
Loss Adjusters.

9d) Part Four of Act No. 124/2002 Coll . as amended.

9e) Act No. 219/1995 Coll.. the Foreign Exchange Act, as amended.

9f) Act No. 377/2005. on Supplementary Supervision of Banks, Credit Unions, Electronic Money
Institutions, Insurance Corporations and Securities Dealers 1n Financial Conglomerates and on
the Amendment of Certain Other Acts (Act on Fmancial Conglomerates). Act No. 21/1992 Coll .
27 as amended. Act No. 256/2004 Coll., on Capital Market Undertakings. as amended, and Act No.
363/1999, on Insurance and on the Amendment of Certamn Related Acts.

9h) Regulation (EC) No. 2006/2004 of the European Parliament and of the Council of 27 October
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2004 on cooperation between national authorities responsible for the enforcement of consumer
protection laws (the Regulation on consumer protection cooperation).

91) Article 3(k) of the Regulation on consumer protection cooperation.

91) Act No. 269/1994 Coll.. on the Criminal Register. as amended.

9k) Article 2a(13) of Act No. 87/1995 Coll., Article 4(7) of Act No. 21/1992 Coll.

9l) Act No. 377/2005, on Supplementary Supervision of Banks, Credit Unions. Electronic Money
Institutions, Insurance Corporations and Secunties Dealers in Financial Conglomerates and on
the Amendment of Certain Other Acts (Act on Financial Conglomerates).

9k) Articles 4 to 5a, Article 6 and Article 12 of Act No. 634/1992 Coll.. on Consumer Protection.
as amended by Act No. 36/2008 Coll

9m) Act No. 145/2010 Coll.. on Consumer Credit and on the Amendment of Certain Other Acts.
10) Part Three of Act of the Czech National Council No. 552/1991 Coll. . on State Inspection.

11) Articles 21 to 23 of Act No. 552/1991 Coll

11a) Article 116 of the Civil Code.

11b) Council Regulation (EC) No. 2182/2004 concerning medals and tokens similar to euro comns.
Council Regulation (EC) No. 2183/2004 extending to the non-participating Member States the
application of Regulation (EC) No. 2182/2004 concerning medals and tokens siomlar to euro
coins.

11c) Council Regulation (EC) Ne 1338/2001 laying down measures necessary for the protection
of the euro aganst counterfeiting and Council Regulation (EC) No 1339/2001 extending the
effects of Regulation (EC) No 1338/2001 laying down measures necessary for the protection of
the euro against counterfeiting to those Member States which have not adopted the euro as their
smgle currency.

11d) Regulation (EC) No 2560/2001 of the European Parliament and of the Council of 19
December 2001 on cross-border payments i euro. OJ L 344, 28.12.2001, p. 13-16.

11e) Articles 4 and 6 of Regulation No 2560/2001.

11f) Article 2(2) of the Commercial Code.

12a) ActNo. 563/1991 Coll., on Accounting, as amended.

12b) Act No. 634/2004 Coll.. on Administrative Fees. as amended.

12¢) Article 2(2) of Act No. 280/2009 Coll., Tax Procedure Code.

13) Article 14 of Constitutional Act No. 143/1968 Coll.. on the Czechoslovak Federation. as
amended.

14) Constitutional Act No. 541/1992_ on the Division of the Property of the Czech and Slovak
Federal Republic between the Czech Republic and the Slovak Republic and on its Transfer to the
Czech Republic and the Slovak Republic.

16) Czech National Council Act No. 576/1990 Coll .. on the Rules for Financial Management of
the Budgetary Funds of the Czech Republic and of Municipalities in the Czech Republic
{Budgetary Rules of the Republic), as amended.

53



ANNEX 6

Act No. 21/1992 Coll.
of 20 December 1991,

on Banks

As amended by:

Act No. 264/1992 Coll.,
Act No. 292/1993 Coll.,
Act No. 156/1994 Coll.,
Act No. 83/1995 Caoll.,
Act No. 84/1995 Caoll.,
Act No. 61/1996 Caoll.,
Act No. 306/1997 Coll.,
Act No. 16/1998 Caoll.,
Act No. 127/1998 Coll.,
Act No. 165/1998 Coll.,
Act No. 120/2001 Caoll.,
Act No. 239/2001 Coll.,
Act No. 319/2001 Coll.,
Act No. 126/2002 Coll.,
Act No. 453/2003 Coll.,
Act No. 257/2004 Coll.,
Act No. 439/2004 Coll.,
Act No. 377/2005 Coll.,
Act No. 56/2006 Coll.,
Act No. 57/2006 Caoll.,
Act No. 62/2006 Coll.,
Act No. 70/2006 Coll.,
Act No. 159/2006 Coll.,
Act No. 189/2006 Coll.,
Act No. 120/2007 Coll.,
Act No. 296/2007 Coll.,
Act No. 126/2008 Coll.,
Act No. 216/2008 Coll.,
Act No. 230/2008 Coll.,
Act No. 254/2008 Coll.,
Act No. 433/2008 Coll.,
Act No. 215/2009 Coll.,
Act No. 230/2009 Coll.,
Act No. 285/2009 Coll.,
Act No. 287/2009 Coll.,
Act No. 156/2010 Coll. (part),
Act No. 160/2010 Coll.,
Act No. 227/2009 Coll.,
Act No. 156/2010 Coll. (part),
Act No. 281/2009 Coll. and
Act No. 409/2010 Coll.
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Note: This text is a working document for information only, and is not an official
translation of the Czech legislation

The Federal Assembly of the Czech and Slovak Federal Republic has passed this Act:

PART ONE
Basic provisions

Article 1

(1) This Act incorporates the applicable regulations of the European Communities” and
governs certain relations associated with the establishment, business activities and dissolution
of banks having their registered offices within the territory of the Czech Republic, including
their activities outside the territory of the Czech Republic, as well as certain relations
associated with the activities of foreign banks within the territory of the Czech Republic. For
the purposes of this Act, “banks” shall mean legal entities having their registered offices in
the Czech Republic, founded as joint-stock companies'®, which:

a) accept deposits from the public, and

b) provide loans

and which have been granted a banking licence (hereinafter referred to as the “licence”)
(Article 4) to carry on the activities referred to in subparagraphs a) and b). Where this Act
provides otherwise, the provisions of the Commercial Code on joint-stock companies shall
not apply to banks.

(2) For the purposes of this Act:

a) “deposit” shall mean any funds entrusted to the bank that constitute an obligation of the
bank to the depositor to repayment thereof;

b) “loan” shall mean funds in any form provided temporarily.

(3) In addition to the activities referred to in Article 1(1)(a) and (b), a bank may carry on the
following other activities, provided that it is authorised to do so in its licence:

a) investing in securities for own account,

b) financial leasing,

C) money transmission services,

d) issuing and administering means of payment, e.g. credit cards and travellers cheques,

e) providing guarantees,

f) opening letters of credit,

g) collecting payments,

h) providing investment services pursuant to a special legal rule,"” where the licence specifies
the principal investment services and activities and ancillary investment activities the bank is
authorised to carry on and the investment instruments in relation to which they may be carried
on pursuant to a special legal rule,™

i) money broking,

J) acting as a depository,

k) bureau-de-change activities,

I) providing banking information,

m) trading for own account or for account of clients in foreign exchange and gold,



n) renting safe deposit boxes,
0) activities directly associated with the activities listed in subparagraphs a) to n) and in
paragraph 1.

(4) A bank may not carry on business activities other than those permitted in its licence. This
shall not apply to activities carried on for another entity, provided that they are associated
with safeguarding its operation and the operation of other banks, financial institutions and
ancillary services undertakings controlled by the bank.

(5) The carrying-on of some of the activities listed in paragraph 3 may be subject to
authorisation pursuant to a special legal rule. Where the carrying-on of any activity is subject
to authorisation pursuant to a special legal rule, such activity may be permitted in the licence
only after authorisation has been granted pursuant to the special legal rule.

(6) The banking activities listed in paragraphs 1(a) and 1(b) and in paragraph 3 may also be
carried on by foreign banks through their branches, provided that they have obtained the
required licence in accordance with Article 5.

(7) The licence shall name the permitted activities and may define the extent of the permitted
activities, although not in the sense of limiting the number of individual business transactions,
and may also stipulate the conditions that the bank or foreign bank branch must meet prior to
commencing any permitted activity or adhere to when carrying on any permitted activity.

(8) The legal status of the Czech National Bank is governed by a special legislative act.?

Article 2

(1) No person may accept deposits from the public without a licence, unless provided
otherwise by a special legislative act.

(2) The continuing issuance of bonds and other comparable securities shall also be deemed
acceptance of deposits where:

a) it constitutes the sole, or one of the main, activities of the issuer,

b) the issuer’s line of business is providing loans, or

c) the issuer’s line of business is one or more of the activities listed in Article 1(3).

Article 3

(1) The term “bank” or “savings bank”, translations thereof or terms derived therefrom may
only be used in the commercial name of a legal entity that has been granted a licence, unless it
is clear from the context in which the term “bank” or “savings bank” is used that such person
is not engaged in the activities listed in Article 1(1).

(2) Paragraph 1 shall not apply to legal entities whose commercial name or designation is well
established or recognised by law or pursuant to an international treaty which has been passed
by Parliament, ratified and promulgated and which is binding on the Czech Republic, or



pursuant to any similar international treaty that entered into force before 1 January 1993
(hereinafter referred to as an “international treaty”).

(3) The Czech National Bank may require:

a) a bank to change its proposed commercial name in cases where there exists a danger of its
being confused with the commercial name of some other, already existing, legal entity or
organisational unit thereof,

b) a foreign bank branch to change its commercial name by adding a distinguishing attribute
in cases where there exists a danger of its being confused with the commercial name of some
other, existing, legal entity or organisational unit thereof.

PART TWO
The licence

Article 4

(1) Licence applications shall be submitted to the Czech National Bank. A draft of the
Avrticles of Association shall be submitted with the licence application. The minimum capital
of a bank shall be CZK 500,000,000 and must comprise pecuniary contributions in at least
this amount. The Czech National Bank shall set forth in a decree the essential elements of the
licence application.

(2) Decisions concerning the granting of a licence shall be made by the Czech National Bank.

(3) Prior to making a decision concerning a licence, the Czech National Bank shall seek the

opinion of the competent supervisory authority supervising banks, investment firms or

insurance companies in a member state of the European Union or another state constituting

the European Economic Area (hereinafter referred to as a “Member State”, in the event that

the entity to which the licence is to be granted is controlled by:

a) a foreign bank having its registered office in the Member State,

b) an entity having a permit from the competent supervisory authority in the Member State
to provide investment services,

€) an insurance company having a permit from the competent supervisory authority in the
Member State,

d) an entity having control over an entity listed in subparagraphs (a), (b) or (c).

(4) The Czech National Bank shall require that the opinions pursuant to paragraph (3) in
particular contain information relevant for the assessment of whether the conditions listed in
paragraph (5)(c) and (d) have been met.

(5) For the licence to be granted, the following conditions must be met:

a) the capital and other funds of the bank must be of transparent and unexceptionable origin,
sufficient amount and appropriate structure;

b) the capital must be paid up in full;

c) persons having a qualifying holding (Article 17a(3)) in the bank must be trustworthy and
competent to exercise shareholder rights in the bank’s business activities;



d) the persons who are nominated for executive managerial positions in the bank with which
are associated the powers and responsibilities laid down in the Articles of Association
(hereinafter referred to as “bank officers”) must have sufficient trustworthiness, competence
and experience;

e) the bank must have in place the technical and organisational prerequisites for pursuing its
proposed activities and a functional and effective management and control system;

f) the bank must have a programme of operations proceeding from its proposed strategy of
activities and based on realistic economic calculations;

g) any group of entities having close links with the bank must be transparent;

h) the close links within the group referred to in subparagraph g) must not impede the
exercise of banking supervision;

I) in the state within whose territory the group referred to in subparagraph g) has close links,
there must be no legal or factual impediment to the exercise of banking supervision;

J) the registered office of the future bank must be within the territory of the Czech Republic.

(6) For the purposes of this Act, “close links” shall mean:

a) a relationship between two or more entities where one has a direct or indirect holding in
another, the sum of which totals 20% or more of the capital,

b) a relationship between two or more entities where one has a direct or indirect holding in
another, the sum of which totals 20% or more of the voting rights,

c) a relationship between two or more entities where one has control over the other or others,
or

d) a relationship between two or more entities that are controlled by the same entity.

(7) The Czech National Bank shall be entitled to request an extract from the Criminal Register
concerning natural persons who are founders of the bank or who are nominated as bank
officers. A person convicted lawfully in the past of a wilful criminal offence may not act as a
bank officer.

Article 5

(1) A foreign bank wishing to establish a branch within the territory of the Czech Republic
shall submit a licence application to the Czech National Bank.

(2) Together with the licence application, the foreign bank shall submit the opinion of the
banking supervisory authority of the country in which the foreign bank has its registered
office on its wish to establish a branch in the Czech Republic, as well as that authority’s
declaration that the branch will be subject to banking supervision.

(3) Decisions concerning the granting of the licence referred to in paragraph 1 shall be made
by the Czech National Bank.

(4) For the licence referred to in paragraph 1 to be granted, the following conditions must be
met:

a) the funds provided by the foreign bank to its branch must be of sufficient amount and
transparent origin, taking due consideration of the scope and risks of the branch’s business
activities;



b) the foreign bank must be trustworthy and have sufficient financial strength, taking due
consideration of the scope of the branch’s business activities;

c) the persons nominated for executive managerial positions in the branch must have
sufficient competence, trustworthiness and experience;

d) the branch must have in place the technical and organisational prerequisites for pursuing its
proposed activities and a functional and effective management and control system;

e) the branch must have a programme of operations proceeding from its proposed strategy of
activities and based on realistic economic calculations;

f) any closely linked group to which the foreign bank belongs must be transparent;

g) the close links within the group referred to in subparagraph f) must not impede the exercise
of banking supervision;

h) in the state within whose territory the group referred to in subparagraph f) has close links,
there must be no legal or factual impediment to the exercise of banking supervision;

i) the foreign bank wishing to carry on activities through a branch within the territory of the
Czech Republic must have its registered office and its head office in the same state.

(5) The Czech National Bank shall set forth in a decree the essential elements of the
application referred to in paragraph 1 and the minimum amount of funds to be provided.

(6) The fact that the legal form of the foreign bank does not correspond to the legal form of a
joint-stock company shall not constitute grounds for rejecting the licence application.

(7) The procedure given in paragraphs 1 to 5 shall not apply to the cases referred to in Article
5a.

Article 5a

(1) Banks having their registered offices in Member States may, through their branches, carry
on activities pursuant to this Act within the territory of the Czech Republic without a licence,
provided that they have been granted authorisation to carry on those activities in the country
in which they have their registered office and provided that the foreign bank has complied
with the procedure laid down in European Community law and provided for in Articles 5c¢ to
5m. Such branches shall be subject to the taxable person registration duty provided in a
special legal rule®. Banks having their registered offices in member states of the European
Union shall moreover be authorised under the same conditions to carry on such activities
without establishing a branch, provided that the carrying-on of such activities does not have
the character of permanent economic activity.

(2) Paragraph 1 shall not apply to banks which do not enjoy the advantages of the single
licence in accordance with European Community law or to banks having their registered
offices in a state which does not enjoy the advantages of the single licence in accordance with
European Community law.

(3) In compliance with an international treaty, the Czech National Bank may in a decree
expand the group of countries whose banks enjoy the same advantages when pursuing their
business within the territory of the Czech Republic as banks having their registered offices in
Member States.



(4) Branches of foreign banks which, pursuant to paragraph 1, may carry on activities within
the territory of the Czech Republic in accordance with this Act without a licence therefor
being granted to the relevant foreign bank shall not be subject to this Act, save for the
provisions of Article 11(3) and (5), the information duty referred to in Article 38(2) to (6), the
provisions relating to bank liquidity, implementation of monetary policy and corrective
accounting of banks (Article 20c), and the provisions of Article 41m(1) and (2).

(5) Where the foreign bank branch referred to in paragraph 1 decides to participate in the
payment system administered by the Czech National Bank (Article 20b), it shall be subject to
the legal rules governing the operation of that system. Where the foreign bank branch decides
to make use of the possibility provided for in Article 38a(1), it shall be subject to Article 38a.

(6) The provisions of this Act relating to insurance of deposit claims shall apply to such
branches only if they make use of the possibility provided for in Article 41m. The measures
referred to in Article 26 may be taken against the foreign bank branches referred to in
paragraph 1 only on condition that the branch is not itself taking remedial action at the behest
of the Czech National Bank, nor has the banking supervisory authority of the country in
which the relevant foreign bank has its registered office taken remedial action at the request
of the Czech National Bank, and on condition that the irregular situation persists. This shall
not apply in the event of violations of Article 11(3) and (5) and the provisions on corrective
accounting; in the event of violations of the legal rules governing the operation of the
payment system administered by the Czech National Bank (Article 20b) where the bank is a
participant in that system; in the event of violations of Article 38a and the information duty
referred to in Article 38(2) to (6); or in emergencies and where such action is necessary in the
interests of depositors. The measures referred to in Article 26 taken in emergencies and
because such action is necessary in the interests of depositors must be reviewed by the Czech
National Bank at the earliest opportunity or within the time limit prescribed by the European
Commission where the European Commission so decides in conformity with Article 5k(4);
the Czech National Bank shall proceed likewise where the European Commission so decides
in the case of the application of the procedure laid down in Article 26bb.

(7) In branches of foreign banks which, pursuant to paragraph 1, may carry on activities
within the territory of the Czech Republic in accordance with this Act without a licence
therefor being granted to the relevant foreign bank, or in entities comprising a consolidated
group containing the foreign bank referred to in paragraph 1, the Czech National Bank may
carry out on-site examinations if so requested by the supervisory authority of the country in
which the foreign bank has its registered office. The supervisory authority of the country in
which the foreign bank referred to in paragraph 1 has its registered office may, after having
first informed the Czech National Bank, carry out an on-site examination within the territory
of the Czech Republic at the foreign bank branch referred to in paragraph 1, or at a financial
institution fulfilling the conditions listed in Article 5e(1).

Article 5b

The licence may not be granted if doing so would be in contravention of an international
treaty.

The single licence principle



Article 5¢

(1) Banks having their registered office within the territory of a Member State (hereinafter
referred to as the “home state”) may, through their branches, carry on the activities listed in
Article 5d within the territory of another Member State (hereinafter referred to as the “host
state™”) without a licence, provided that they have been granted authorisation to carry on those
activities in their home state. Save for the activity provided for in Article 5d(a), the same
authorisation shall apply to financial institutions fulfilling the conditions listed in Article
5e(1) (hereinafter referred to as “eligible financial institutions”).

(2) The banks referred to in paragraph 1 shall moreover be authorised to carry on the
activities listed in Article 5d without establishing a branch, provided that the carrying-on of
such activities does not have the character of permanent economic activity. The same shall
apply to the eligible financial institutions referred to in paragraph 1, save for the activity
provided for in Article 5d(a).

(3) A bank or financial institution which does not enjoy the advantages of the single licence in
accordance with European Community law, or a bank or financial institution having its
registered office in a state which does not enjoy the advantages of the single licence in
accordance with European Community law, may not carry on activities through a branch
within the territory of the host state without a licence.

Article 5d

Banks or eligible financial institutions may carry on the following activities within the
territory of a host state, provided that they fulfil the conditions provided for in European
Community law and laid down in this Act:

a) acceptance of deposits from the public,

b) lending,

¢) financial leasing,

d) providing payment services and issuing electronic money,

e) issuing and administering means of payment where this does not constitute providing
payment services and issuing electronic money pursuant to subparagraph d),

f) providing guarantees,

g) trading for own account and for account of clients in:

1. money market instruments,

2. foreign exchange,

3. futures, options and instruments, the value of which relates to exchange rates, the interest
rate or interest income,

4. investment securities,

h) participation in securities issues and the provision of services related to such issues,

1) advice on capital structure, industrial strategy and related questions and advice as well as
services relating to mergers and the purchase of undertakings,

J) money broking,

k) portfolio management and advice,

I) safekeeping and administration of securities,



m) providing banking information,
n) safe custody services,
0) provision of investment services and activities pursuant a special legal rule®.

Article 5e

(1) Financial institutions wishing to make use of the advantages provided for in Article 5¢
must also fulfil the following conditions:

a) the bank or banks referred to in Article 5¢(1) must hold 90% or more of the voting rights
and capital of the financial institution and must be governed by the law of the same state as
the financial institution;

b) the activities that the financial institution intends to carry on within the territory of the host
state it must carry on also within the territory of its home state;

c¢) the financial institution must be included in the consolidated supervision of the bank or
banks referred to in Article 5¢(1) in accordance with European Community regulations;

d) the bank or banks referred to in Article 5c(1) must, with the consent of the home
supervisory authority, jointly and severally guarantee the commitments entered into by the
financial institution;

e) the bank or banks referred to in Article 5¢(1) must satisfy the home supervisory authority
regarding the prudent management of the financial institution.

(2) Compliance with the conditions referred to in paragraph 1 must be verified by the
supervisory authority of the home state, which must supply a certificate of compliance.

(3) Should an eligible financial institution cease to fulfil any of the conditions referred to in
paragraph 1, the home supervisory authority shall immediately notify the host supervisory
authority and the financial institution shall forfeit the advantages of the single licence.

Article 5f

A bank or eligible financial institution wishing to establish a branch within the territory of a
host state shall notify the supervisory authorities of the home state and shall provide it with
the following information in writing:

a) the member state within the territory of which it plans to establish a branch;

b) a programme of operations setting out, inter alia, the types of business envisaged;

c) the structural organisation of the branch;

d) the address in the host state from which documents may be obtained,

e) the names of those responsible for the management of the branch;

f) in the case of an eligible financial institution, also documents for verifying the information
referred to in Article 5e(1).

Article 5g

(1) Unless the supervisory authority of the home state has reason to doubt the adequacy of the
administrative structure and the financial situation of the bank or financial institution, taking
due consideration of the activities envisaged, it shall within three months of receipt of the



information referred to in Article 5f communicate that information, together with information
on the amount of capital of the bank or eligible financial institution, information on its capital
adequacy, and particulars about deposit insurance and about the transfer of the certificate of
compliance referred to in Article 5e(2), to the host supervisory authority and shall inform the
bank or financial institution accordingly.

(2) Where the doubts referred to in paragraph 1 exist, the supervisory authority of the home
state shall, within the time limit prescribed in paragraph 1, inform the bank or financial
institution that it has not communicated the information to the host supervisory authority and
shall give reasons for its course of action. In that event, or if the supervisory authority of the
home state fails to inform the bank or financial institution within the time limit prescribed in
paragraph 1, the bank or financial institution may apply to the courts for redress.

Article 5h

(1) The supervisory authority of the host state shall, within two months of receiving the
information mentioned in Article 5g(1), prepare for the supervision of the bank or financial
institution and if necessary notify it of those legal provisions of the host state that will apply
to its activities within the territory of the host state on the basis of the authorisation granted by
the supervisory authority of the home state.

(2) On receipt of the information referred to in paragraph 1, or in the event of the lapse of two
months without receipt of such information, the bank or eligible financial institution may
commence its activities within the territory of the host state.

(3) The bank or eligible financial institution shall notify the supervisory authorities of the
home and host states of any changes in the particulars mentioned in Articles 5f and 5g(1) one
month in advance.

Article 5i

If a bank or eligible financial institution wishes to carry on the activities listed in Article 5d
within the territory of the host state without establishing a branch, it shall, prior to providing
the service for the first time, notify the home supervisory authority of the activities which it
wishes to carry on. The home supervisory authority shall, within one month, send that
notification to the host supervisory authority.

Article 5j

(1) Supervision of the branches of banks or eligible financial institutions shall be performed
by the supervisory authority of the home state. Supervision of the liquidity of the branches of
banks or eligible financial institutions shall be performed by the supervisory authority of the
host state. Branches shall be subject to the measures adopted by the host state as part of its
monetary policy, or, in the case of the states that have introduced the euro as their currency, to
the measures adopted by the European Central Bank. Such measures may not provide for
discriminatory treatment.
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(2) In discharging the responsibilities imposed on it in paragraph 1 and in the area of
monitoring the risks arising from open positions on the financial market within the territory of
that state, the host state may require that bank branches or eligible financial institutions
provide the same information as it requires from banks or financial institutions having their
registered offices within the territory of that state. The host state may require that banks or
eligible financial institutions having branches within its territory report periodically on their
business activities within its territory in the form of statistical data.

Article 5k

(1) Where the competent authority of a host state ascertains that a bank or eligible financial
institution providing services within its territory is not complying with the legal rules in the
areas falling within the powers of the host state, it shall require the bank or eligible financial
institution concerned to put an end to that irregular situation.

(2) If the bank or eligible financial institution concerned fails to take the necessary steps, the
competent authority of the host state shall inform the supervisory authority of the home state
accordingly. The supervisory authority of the home state shall, at the earliest opportunity, take
the necessary measures to ensure that an end is put to that irregular situation and shall
communicate those measures to the competent authority of the host state.

(3) If, despite the measures referred to in paragraph 2, the bank or eligible financial institution
persists in violating the legal rules referred to in paragraph 1, the competent authority of the
host state may, after informing the supervisory authority of the home state, take the necessary
measures to put an end to the irregular situation and, in so far as is necessary, to put an end to
the activities of the bank or eligible financial institution within the territory of the host state.

(4) In emergencies, the competent authority of the host state may take measures to protect the
bank’s clients. The competent authority of the home state shall inform the European
Commission and the supervisory authorities of the states concerned of such measures. The
European Commission may, after consulting the supervisory authorities of the states
concerned, instruct the authority of the host state to abolish or amend the measures taken.

(5) The authorities of the host state may take the necessary measures to prevent or to punish
conduct within the territory of that state which is contrary to the legal rules of that state in the
public interest area. This shall include measures to put an end to the activities of the bank or
eligible financial institution within the territory of that state. In this event, the provisions of
the previous paragraphs shall not apply.

Article 51

(1) In the event of withdrawal of the licence of a bank or eligible financial institution, the
home supervisory authority shall inform the host supervisory authority at the earliest
opportunity. The host supervisory authority shall take the necessary measures to put an end to
the activities of the bank or eligible financial institution within its territory and to safeguard
the interests of depositors.

11



(2) The supervisory authorities shall inform the European Commission of the number and
type of cases where they have refused to communicate to a host state authority information on
the establishment of a branch or where they have used their powers to put an end to any
irregular situation pursuant to Article 5k(1) to (3).

Article 5m

Banks and eligible financial institutions may freely advertise their services in Member States,
subject to any legal rules governing advertising adopted in the host state.

Article 6

The licence shall be granted for an indefinite period and shall not be transferable to any other
entity.

Article 7

The Czech National Bank shall maintain a complete list of the banks and branches of foreign
banks active within the territory of the Czech Republic. The list shall be made available for
inspection in the headquarters and branches of the Czech National Bank. The Czech National
Bank shall disclose it in a manner which allows remote access.

Article 7a

(1) The licence shall cease to be valid on the day:

a) on which a decision to withdraw the licence becomes effective,

b) on which the bank is wound up, where it is wound up and liquidated,

c¢) from which, in accordance with a decision adopted by the General Meeting, an existing
bank will cease to carry on any activity for which a licence is required,

d) on which the bank is expunged from the Companies Register, where it is wound up without
being liquidated.

(2) The licence granted to a foreign bank for its branch shall also cease to be valid on the day
on which the foreign bank discontinues the activities of its branch within the territory of the
Czech Republic and, moreover, on the day on which the foreign bank loses its authorisation to
carry on the business of a bank in the state in which it has its registered office.

PART THREE
Bank organisation
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Article 8

(1) A bank’s statutory body shall consist of at least three members and shall be composed of
bank officers.

(2) A member of the statutory body of the bank and an employee of the bank may not
simultaneously be a statutory body or a member of a statutory body or a member of a
supervisory board of any other legal entity which is an entrepreneur. This shall not apply to
the membership of:

a) the statutory body or supervisory board, or to the performance of the duties of the statutory
body, of another bank, foreign bank or financial institution that is part of the same
consolidated group as the bank (Article 26d),

b) the supervisory board of another legal entity controlled by the bank,

c) the statutory body or supervisory board, or to the performance of the duties of the statutory
body, of an operator of a regulated market in investment instruments,

d) the statutory body or supervisory board, or to the performance of the duties of the statutory
body, of an ancillary services undertaking, or

e) the statutory body or supervisory board, or to the performance of the duties of the statutory
body, of a housing cooperative or a similar foreign entity.

(3) The powers of the statutory body and the supervisory board shall be specified in the
Acrticles of Association.

(4) The powers entrusted to the board of directors of a joint-stock company by the
Commercial Code may not be transferred to the supervisory board of the bank.

Article 8a

Members of the statutory body of a bank who have infringed their duties as members of the
statutory body of the bank ensuing from the legal rules or from the Articles of Association
shall be liable jointly and severally for any damage caused to the creditors of the bank
resulting from the bank not being able to meet its due commitments as a result of the
infringement of duties by those members of the statutory body.

Article 8b
Management and control system

(1) A bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law shall have a management and control
system that includes:

a) prerequisites for the sound governance and management of the bank, which shall always
include:

1. management policies and procedures,

2. organisational arrangements, with an adequate, transparent and comprehensive
specification of responsibilities and decision-making powers, within which conflicting duties
shall simultaneously be defined, and procedures for preventing potential conflicts of interest,
3. sound administrative and accounting procedures,
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b) a risk management system, which shall always include:

1. the bank’s rules of approach to the risks it is or might be exposed to, including risks arising
from the external environment and liquidity risk,

2. effective processes to identify, evaluate, measure, monitor and report risks,

3. effective processes to adopt measures leading to the mitigation of any risks, and

c) an internal control system, which shall always include:

1. internal audit and

2. ongoing control of compliance with the bank’s legal obligations and obligations arising
from the bank’s internal rules.

(2) The management and control system shall be comprehensive and proportionate to the
nature, scale and complexity of the bank’s activities.

(3) A bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law shall have an obligation to establish and
maintain a management and control system on a solo basis. A bank shall also have these
obligations on a consolidated basis if it is:

a) a domestic parent bank [Article 26d(1)(K)],

b) a parent bank but not a domestic parent bank or a responsible bank in a financial holding
entity group [Article 26d(1)(b), (k) and (0)] where a foreign bank or financial institution
having its registered office in a non-Member State is a member of its consolidated group,

c) a responsible bank in a financial holding entity group [Article 26d(1)(0)], or

d) a responsible bank in a foreign parent bank group [Article 26d(1)(p)].

(4) A bank which has an obligation to establish and maintain a management and control
system on a consolidated basis shall also ensure that the management policies and procedures,
organisational arrangements, processes and mechanisms referred to in paragraph 1 used by
the members of the consolidated group are mutually consistent and well-integrated and
produce all the information needed for the purposes of the decision-making processes within
the consolidated group and for the purposes of supervision.

(5) The Czech National Bank shall stipulate in a decree more detailed requirements for the
management and control system of banks on a solo and consolidated basis within the limits
given in paragraph 1.

(6) A foreign bank branch which does not enjoy the advantages of the single licence in
accordance with European Community law shall be subject to the requirements for the
management and control system mutatis mutandis.

Article 9

(1) The bank shall also specify in its Articles of Association:

a) the structure and organisation of the bank;

b) the powers and responsibilities of bank officers;

c) the powers and responsibilities of other employees of the bank’s head office and branches
and of any other organisational units of the bank authorised to execute banking transactions;
d) the organisational arrangements of its management and control system.
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(2) Certified copies of the Articles of Association and amendments thereto shall be lodged
with the Czech National Bank.

Article 10

Banks and branches of foreign banks shall be incorporated in the Companies Register and
shall lodge their certificate of incorporation with the Czech National Bank

PART FOUR
Operational requirements

Article 11

(1) Banks and branches of foreign banks shall supply on their premises written information in
the Czech language on the terms and conditions applying to the acceptance of deposits, the
provision of loans and other banking transactions and services and on their participation in
any payment systems. On request, they shall supply information on the rules of the relevant
payment system. This shall be without prejudice to Article 273(1) of the Commercial Code.

(2) In the information on services consisting in accepting funds from clients, or when
providing such services, the relationship of the service to the insurance of deposit claims,
including the limits for payment to one eligible person, shall be stated explicitly and plainly.
Banks and foreign bank branches shall supply written information in the official language or
languages of the state in which they carry on their activities about the manner of payment of
compensation from the Deposit Insurance Fund (Article 41a) or any other insurance scheme
to which they belong, and about the manner of making a claim with the Deposit Insurance
Fund or any other insurance scheme to which they belong.

(3) A bank or a foreign bank branch shall at the request of a legal or natural person in the
context of its business provide at the earliest opportunity a written explanation of the credit
assessment (rating) of that person for the purposes of assessment of a loan provided to it or its
application for a loan. A bank and a foreign bank branch shall provide a written explanation
of a credit assessment if the person to whom the credit assessment relates so requests. A bank
and a foreign bank branch shall be entitled in respect of the applicant to compensation of
reasonable costs associated with the provision of an explanation of a credit assessment.

(4) A bank and a foreign bank branch shall keep records of all agreements entered into with
clients in such a way that it is able, at the request of the Czech National Bank, to submit the
relevant documents at the earliest opportunity in a verified translation into the Czech
language.

(5) Banks and branches of foreign banks shall introduce effective mechanisms for dealing
with client complaints and supply clear written information about these mechanisms on their
premises in the official language or languages of the states in which they carry on their
activities.
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Article 11a
Disclosure of information

(1) A bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law shall disclose basic information on
itself, its shareholder structure, the structure of the consolidated group to which it belongs,
and on its activities and financial situation.

(2) A bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law shall also disclose information on
compliance with the prudential rules on a solo basis. This shall not apply if it is:

a) a parent bank [Article 26d(1)(b)],

b) a responsible bank in a European financial holding entity group [Article 26d(1)(0)],

c) a responsible bank in a foreign parent bank group [Article 26d(1)(p)], or

d) a subsidiary in a European parent bank group [Article 26d(1)(I)], in a European financial
holding entity group [Article 26d(1)(n)] or in a foreign parent bank group [Article 26d(1)(i)
and it is taken into consideration when disclosing information on a consolidated basis.

(3) A bank shall also disclose information on compliance with the prudential rules on a
consolidated basis if it is:

a) a European parent bank [Article 26d(1)(l)], or

b) a responsible bank in a European financial holding entity group [Article 26d(1)(0)].

(4) A bank which has a significant position on the financial market of the Czech Republic but
is not subject to the obligations laid down in paragraphs 2 and 3 shall disclose information on
compliance with the prudential rules to a reduced extent. A bank’s position on the financial
market of the Czech Republic shall be deemed significant if at least one of the following
criteria is met:

a) the average balance-sheet total of the bank amounts to at least EUR 500,000,000, where the
average balance-sheet total is determined as the arithmetic average of the bank’s balance-
sheet totals given in the three most recent ordinary financial statements verified by a legal or
natural person carrying on auditor activity under the act governing the activity of auditors®
(hereinafter referred to as the “auditor”),

b) the bank is an issuer of listed securities,

c) the bank is a depository of a collective investment fund or a pension fund, or

d) the bank’s position on the financial market of the Czech Republic in a particular area of
business is dominant in relation to other entities of the financial market of the Czech
Republic.*

(5) A bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law and is not subject to the obligations laid
down in paragraphs 2-4 shall disclose information on who discloses information on a
consolidated basis on behalf of the European parent bank group or on behalf of the European
financial holding entity group to which it belongs, and in what way.

(6) A bank and a foreign bank branch which does not enjoy the advantages of the single

licence in accordance with European Community law need not disclose information on
compliance with the prudential rules which:
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a) is not material; information shall be material if its omission or misstatement could change
or influence the assessment or decision of persons relying on that information when making
their decisions; this possibility shall not apply to information on approaches for the
calculation of capital requirements (Article 12a),

b) is sensitive; information shall be sensitive if its disclosure could undermine a bank’s
competitive position, especially in the case of information on products or systems which, if
shared with other competitors, could render a bank’s investment in such products or systems
less valuable,

c) is confidential; information shall be confidential if there are obligations to customers or
other counterparties binding a bank to confidentiality.

(7) If a bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law exercises the option of not disclosing
sensitive or confidential information, it shall disclose the disclosure requirement concerned
and the reason for non-disclosure. A bank and a foreign bank branch which does not enjoy the
advantages of the single licence in accordance with European Community law shall, however,
state at least general information about the facts they were to have disclosed, except where
this general information is also sensitive or confidential.

(8) The auditor shall verify information about the capital and capital requirements and the
ratios of a bank.

(9) The Czech National Bank shall stipulate in a decree:

a) the content of the information meant for disclosure on a solo and consolidated basis,
including the reduced extent of information on compliance with the prudential rules, as well
as the form, manner, structure, frequency and dates of disclosure of information,

b) the content of the information verified by the auditor, and

c) the content of the information referred to in subparagraphs a) and b) meant for disclosure
by a foreign bank branch which does not enjoy the advantages of the single licence in
accordance with European Community law.

(10) A bank shall establish internal procedures and policies for complying with the disclosure
requirements laid down in this Act or on the basis thereof and for assessing the
appropriateness of the information disclosed, including their verification and frequency of
disclosure.

Article 12

(1) A bank or a foreign bank branch shall carry on its activities with prudence and, in
particular, pursue its business in a manner which is not detrimental to the interests of its
depositors in respect of the recoverability of their deposits and which does not endanger the
bank’s safety and soundness.

(2) A bank may not conclude any agreements under conspicuously disadvantageous
conditions for a bank or a foreign bank branch, especially such that bind it to economically
unjustified performance or performance that fails conspicuously to correspond to the
countervalue provided. Agreements concluded in contravention of this provision shall be
invalid.
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Article 12a
Capital

(1) A bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law shall, on a solo basis, maintain capital
which is always more than or equal to the sum of the individual capital requirements for the
coverage of risks (hereinafter referred to as “capital adequacy”). A bank’s capital may not fall
below the threshold stipulated in Article 4(1).

(2) A bank shall continuously maintain capital adequacy on a consolidated basis if it is:

a) a domestic parent bank [Article 26d(1)(K)],

b) a parent bank but not a domestic parent bank or a responsible bank in a financial holding
entity group [Article 26d(1)(b), (k) and (0)] where a foreign bank or financial institution
having its registered office in a non-Member State is a member of its consolidated group,

c) a responsible bank in a financial holding entity group [Article 26d(1)(0)], or

d) a responsible bank in a foreign parent bank group [Article 26d(1)(p)].

(3) A bank shall use either a basic or a special approach for the calculation of individual
capital requirements.

(4) If a bank intends to use a special approach for the calculation of a capital requirement, or
if it intends to change the special approach it uses or the conditions of use of that approach, it
shall apply to the Czech National Bank for prior consent. The Czech National Bank shall
decide on the bank’s application within six months. In the decision on the granting of consent,
the Czech National Bank may stipulate binding conditions under which the bank is entitled to
use the special approach.

(5) A bank which is a member of a European parent bank group [Article 26d(1)()] or a
European financial holding entity group [Article 26d(1)(n)] or is controlled by a European
parent investment firm under a special legal rule shall also be entitled to use one of the
special approaches for the calculation of a capital requirement or to change the special
approach it already uses if it is a signatory to a joint application of a European parent bank
and its subsidiaries, a joint application of the subsidiaries of a European financial holding
entity or a joint application of a European parent investment firm and its subsidiaries for prior
consent to the use of such special approach or to a change in the special approach it uses.

(6) The Czech National Bank shall be competent to decide on a joint application referred to in
paragraph 5 provided that its performs banking supervision on a consolidated basis of the
European parent bank group or the European financial holding entity group. Otherwise, the
supervisory authority of the Member State which performs supervision on a consolidated
basis of the consolidated group in question shall decide on the joint application. A bank shall
use a special approach or change the special approach it uses pursuant to the decision of the
Member State’s supervisory authority on the joint application for prior consent to the use of a
special approach or to a change therein in accordance with the conditions stipulated in that
decision.
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(7) The Czech National Bank shall decide on a joint application referred to in paragraph 5
within six months. The Czech National Bank shall, without delay, forward the complete
application to the supervisory authorities of the members of the consolidated group which
submitted the application and shall coordinate cooperation with those supervisory authorities
in the assessment of the application. The Czech National Bank shall do everything within its
power to ensure that the decision is issued by agreement with all the supervisory authorities
concerned and that the reaching of an agreement is duly set out in the justification of the
decision. If the supervisory authorities concerned fail to reach an agreement allowing a
decision to be made within the time limit mentioned in the first sentence, the Czech National
Bank shall take into account the views and comments made by the other supervisory
authorities within that time limit when deciding on the joint application. In the decision on the
granting of consent, the Czech National Bank may stipulate binding conditions under which
the bank or other joint applicants are entitled to use the special approach. The Czech National
Bank shall also send the decision on the granting of consent to all the supervisory authorities
concerned.

(8) The Czech National Bank shall stipulate in a decree:

a) the rules for calculating capital adequacy, which shall include the procedures that a bank
shall apply when calculating capital adequacy, and the rules for setting capital, determining
individual capital requirements and defining the approaches for calculating them, including
conditions for applying the basic and special approaches for the calculation of capital
requirements,

b) a specification of the special approaches, the use or change of which requires consent
pursuant to paragraph 4 or 5,

c) the essential elements of an application for prior consent to the use of a special approach or
to a change in a special approach already in use as submitted to the Czech National Bank.

Article 12b

(1) For the calculation of capital requirements using a debtor’s credit assessment (rating)
issued by another entity, a bank shall use such rating only where it has been issued by a rating
agency registered or certified pursuant to a Regulation of the European Parliament and the
Council (hereinafter the “regulation on credit rating agencies”), provided that the agency is
entered in the list of credit assessment agencies kept by the Czech National Bank or the rating
is a comparable credit assessment issued by another entity where the regulation on credit
rating agencies allows the use of such a comparable credit assessment.

(2) The list of credit assessment agencies shall contain the commercial name, registered office
and legal form of the listed entity, its identification number if assigned, the scope of
application of external ratings used by the entity, an assignment of these credit assessments to
the credit quality steps, and the date from which the credit assessments of the entity may be
used. In the case of the expunction of an entity from the list of credit assessment agencies
(paragraph 5), the Czech National Bank shall state in this list the date from which the credit
assessments of the entity may not be used.

(3) A credit assessment entity may apply to the Czech National Bank for entry in the list of
credit assessment agencies provided that it can demonstrate that at least one bank, credit
union or non-bank investment firm plans to use its credit assessments for the calculation of
capital requirements. The Czech National Bank shall issue a decision to enter this entity in the
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list after it has verified that its assessment methods comply with the requirements of
objectivity, independence, ongoing review and transparency, and that the resulting credit
assessments meet the requirements of credibility and transparency. If a credit assessment
entity is a registered or certified rating agency pursuant to the regulation on credit rating
agencies, its methods of assessment shall be deemed compliant with the requirements of
impartiality, independence and transparency and shall be deemed updated on an ongoing
basis.

(4) The Czech National Bank shall be entitled to request from an entity entered in the list of
credit assessment agencies information necessary for evaluating whether the entity continues
to comply with the requirements laid down in this Act or on the basis thereof.

(5) The Czech National Bank shall issue a decision to expunge an entity from the list of credit
assessment agencies if the entity ceases to meet the listing requirements laid down in this Act
or if it requests expunction.

(6) The Czech National Bank shall issue a decision to enter or amend an entry or to reject an
application for entry in the list of credit assessment agencies pursuant to paragraph 3 or to
expunge an entity from the list pursuant to paragraph 5 within four months of the
commencement of administrative proceedings.

(7) The Czech National Bank may enter in the list of credit assessment agencies an entity
which is already entered in a similar list of credit assessment agencies kept by a competent
supervisory authority of another Member State and which has applied for entry in the list of
credit assessment agencies kept pursuant to this Act. In such case, the Czech National Bank
shall not be obliged to verify the information referred to in paragraph 3. When entering such
an entity, the Czech National Bank may use the assignment of the credit assessments used by
the entity to the credit quality steps as performed by the competent supervisory authority of
the other Member State. The time limit for issuing the decision laid down in paragraph 6 shall
apply mutatis mutandis.

(8) The Czech National Bank shall stipulate in a decree:

a) the form and content of an entry in the list of credit assessment agencies,

b) the requirements for the assessment methods, credibility and transparency of the credit
assessments of an entity that is to be entered in the list of credit assessment agencies.

Article 12c

(1) A bank shall adopt and apply sound, effective and complete strategies and processes to
determine and assess and maintain on an ongoing basis the amounts, structure and distribution
of internal capital to adequately cover the risks to which it is or might be exposed. This shall
be without prejudice to the obligations laid down in Article 12a.

(2) A bank shall regularly review the strategies and processes referred to in paragraph 1 to
ensure that they are functional, effective and proportionate to the nature, scale and complexity
of its activities.

(3) The obligations laid down in paragraphs 1 and 2 shall apply on a solo basis only to a bank
which:
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a) is not controlled by a domestic parent bank [Article 26d(1)(k)] or a domestic financial
holding entity [Article 26d(1)(m)],

b) is not a responsible bank in a foreign parent bank group [Article 26d(1)(p)] or another bank
in such a group,

c¢) does not control another bank, financial institution or ancillary services undertaking, or

d) is exempt from the consolidated group.

(4) The obligations laid down in paragraphs 1 and 2 shall apply on a consolidated basis only
to a bank which is:

a) a domestic parent bank [Article 26d(1)(K)],

b) a parent bank but not a domestic parent bank or a responsible bank in a financial holding
entity group [Article 26d(1)(b), (k) and (0)] where a foreign bank or financial institution
having its registered office in a non-Member State is a member of its consolidated group,

c) a responsible bank in a financial holding entity group [Article 26d(1)(0)], or

d) a responsible bank in a foreign parent bank group [Article 26d(1)(p)].

Article 13

A bank and a foreign bank branch which does not enjoy the advantages of the single licence
in accordance with European Community law shall comply with rules that limit the amount of
assets and off-balance-sheet items vis-a-vis an entity or group of entities in relation to capital
(hereinafter referred to as the “exposure rules”) on a solo basis. A bank shall also comply with
the exposure rules on a consolidated basis if it is:

a) a domestic parent bank,

b) a parent bank but not a domestic parent bank or a responsible bank in a financial holding
entity group [Article 26d(1)(b), (k) and (0)] where a foreign bank or financial institution
having its registered office in a non-Member State is a member of its consolidated group,

c) a responsible bank in a financial holding entity group [Article 26d(1)(0)], or

d) a responsible bank in a foreign parent bank group [Article 26d(1)(p)].

Article 14

(1) A bank and a foreign bank branch which does not enjoy the advantages of the single
licence in accordance with European Community law shall maintain their solvency at all
times. A bank shall adhere to the rules set forth in respect of liquidity and safe operation
(Article 15). These rules may regulate:

a) the minimum level of liquid funds, or groups of such funds, relative to the bank’s assets or
liabilities or to a group of assets or liabilities;

b) restrictions and conditions applying to certain types of loans or investments, deposits,
guarantees and commitments;

c) the acquisition, financing and assessment of assets;

d) restrictions and conditions applying to foreign exchange positions.

Article 15
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The Czech National Bank shall lay down the rules referred to in Article 13 and Article 14(c)
in a decree. The Czech National Bank shall lay down the rules referred to in Article 12 and
Article 14(a), (b) and (d) for banks and foreign bank branches in a provision of the Czech
National Bank to be promulgated in the Bulletin of the Czech National Bank.?

Article 16

(1) A bank shall have the prior consent of the Czech National Bank:

a) in order to conclude an agreement based on which the business or part thereof is disposed
of in any way,

b) for a decision by the General Meeting to wind up the bank,

c) in order to merge or divide the bank or to transfer its assets to a bank acting as a partner,

d) in order to reduce the capital of the bank, unless the capital is being reduced to cover a
loss,

e) for a resolution of the General Meeting pursuant to Article 7a(1)(c).

Legal acts and resolutions of the General Meeting adopted without the required prior consent
shall be invalid. Only the applying bank shall be a party to the proceedings to grant prior
consent. The counterparty in the case of the disposal of the business or part thereof under
subparagraph a), other joint-stock companies participating in the merger or division or the
partner to which the assets are being transferred under subparagraph b) shall also be parties to
such proceedings.

(2) A bank shall notify the Czech National Bank:

a) of any intended change in its Articles of Association relating to facts that must be stated in
the Articles of Association in accordance with the requirements of the Commercial Code or
this Act;

b) of proposed personnel changes in the statutory body of the bank and in the positions of the
bank’s officers, including the submission of documents necessary for evaluating their
competence, trustworthiness and experience; this obligation shall also apply to a foreign bank
branch in respect of persons nominated for executive managerial positions in the branch;

c) of its wish to establish a legal entity abroad or to have a holding therein.

(3) The provisions of paragraphs 1(b) and 1(c) shall be without prejudice to the provisions of
a special legal rule.”)

(4) A bank may transfer its business only to another bank or foreign bank branch; this shall
also apply to the lease of a bank’s business.

(5) A bank may also transfer its business to a joint-stock company whose sole shareholder is
the Czech Republic, provided that the joint-stock company complies with the minimum
capital requirement laid down in Article 4(1) (hereinafter referred to as a *“special-purpose
bank™). A special-purpose bank fulfils the conditions for granting a licence pursuant to Article
4(5) if the Czech National Bank grants its prior consent to the conclusion of an agreement to
transfer the business to the special-purpose bank; in that case, the Czech National Bank shall
grant it a licence covering the activities given in the licence of the bank transferring the
business. A special-purpose bank shall not carry on the activities given in the licence before
the day on which the agreement on the transfer of the business takes effect, which may be no
sooner than on the day on which the licence is granted to the special-purpose bank.
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(6) A bank that has transferred its business shall be dissolved and enter into liquidation on the
day on which the agreement on the transfer of the business takes effect.

Article 16a

(1) A bank shall inform the Czech National Bank in writing of its wish to open a branch or
representation abroad, of its wish to provide services abroad without establishing a branch,
and of any discriminatory treatment by the state within the territory of which the branch or
representation abroad operates or is to operate, or within the territory of which services are
being provided or are to be provided without a branch being established.

(2) Where a bank wishes to open a branch or provide services without establishing a branch in
a Member State, it shall proceed in accordance with Articles 5¢ to 5m. The same shall apply
where it wishes to provide the services referred to in Article 5d through a financial institution
fulfilling the conditions listed in Article 5e(1) which will provide the services through a
branch or without establishing a branch. After receiving notification of the plan to open a
branch or financial institution abroad, the Czech National Bank shall decide in administrative
proceedings whether the conditions for such cases laid down in European Community law
and provided for in Articles 5¢ to 5m have been fulfilled.

(3) Where the Czech National Bank decides in administrative proceedings that the conditions
for such cases laid down in European Community law and provided for in Articles 5¢ to 5m
have not been fulfilled, the decision shall be reviewable by the courts.

Article 17

(1) A bank may acquire a holding in another legal entity, establish another legal entity or
participate in the establishment thereof, provided that

a) it does not become a partner with unlimited liability,

b) the entity does not have a qualifying holding in the bank, unless the entity’s equity
securities are held for trading and for a short period of time and the bank complies with the
rules for the acquisition, financing and assessment of assets, laid down by the Czech National
Bank in accordance with Article 14(c),

c) there are no legal or other obstacles relating to the provision of information to the bank by
this entity or relating to the provision of information by the bank for the purposes of
supervision of the bank’s activities, the transparency of the consolidated group of which the
bank is a member is maintained, and close links within the consolidated group do not prevent
the performance of supervision of the bank’s activities, or

d) the investment is in line with the bank’s overall strategy and the bank manages risks
associated with this investment above all from the point of view of potential liabilities arising
therefrom.

(2) A bank’s qualifying holding in an entity that is neither a bank pursuant to this Act, nor a
foreign bank, nor a financial institution nor an ancillary services undertaking may not exceed
a) in a single legal entity 15% of the bank’s capital,

b) in respect of all legal entities a total of 60% of the bank’s capital.
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(3) The obligation laid down in paragraph 2 shall apply on a solo basis only to a bank which:
a) is not controlled by a domestic parent bank [Article 26d(1)(k)] or a domestic financial
holding entity [Article 26d(1)(m)],

b) is not a responsible bank in a foreign parent bank group [Article 26d(1)(p)] or another bank
in such a group,

c¢) does not control another bank, financial institution or ancillary services undertaking, or

d) is exempt from the consolidated group.

(4) The obligation laid down in paragraph 2 shall apply on a solo basis only to a bank which
is:

a) a domestic parent bank,

b) a parent bank but not a domestic parent bank or a responsible bank in a financial holding
entity group [Article 26d(1)(b), (k) and (0)] where a foreign bank or financial institution
having its registered office in a non-Member State is a member of its consolidated group,

c) a responsible bank in a financial holding entity group [Article 26d(1)(0)], or

d) a responsible bank in a foreign parent bank group [Article 26d(1)(p)].

(5) The limits set forth in paragraph 2 shall not apply to a bank’s qualifying holding in an
entity arising from a claim of the bank on that entity and where the bank holds the qualifying
holding during a rescue operation or the financial reconstruction of that entity for no longer
than three years from the date of acquiring it.

(6) The limits set forth in paragraph 2 shall not apply to any qualifying holding of the bank
arising from its participation in the issue of securities and the provision of related services
where the bank holds the qualifying holding for no longer than 12 months from the date of
acquiring it, or arising from a holding which the bank holds in its own name for the account
of another person.

(7) A bank shall notify the Czech National Bank of its acquisition of a qualifying holding
pursuant to paragraph 2 at the earliest opportunity. At the request of the Czech National Bank
it shall prove that it meets the conditions set forth in paragraphs 1 and 2.

(8) “Holding” shall also mean an indirect holding (Article 17a(1)) or the sum of indirect
holdings.

Article 17a

(1) “Indirect holding” shall mean a holding held through an entity or entities which are
controlled.

(2) For the purposes of this Act, “financial institution” shall mean an entity which is neither a
bank or a foreign bank and whose principal or major activity is to acquire or hold holdings in
legal entities or carry on one or more of the activities listed in Article 1(1) and (3) of this Act,
or an investment company, investment fund, pension fund, insurance company or reinsurance
company which carries on activities pursuant to special legislative acts, all including any
foreign entities carrying on similar activities.
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(3) “Qualifying holding” shall mean a direct or indirect holding in an entity’s capital or voting
rights, or a sum thereof, which represents 10% or more, or which makes it possible to exercise
a significant influence over its management.

(4) For the purposes of calculation of qualifying holdings in banks, shares in capital or voting
rights shall be included

a) which are at the disposal of another entity acting in concert with an entity referred to in
Article 20(3),

b) which are temporarily at the disposal of an entity referred to in Article 20(3) against
consideration,

¢) which have been provided to an entity referred to in Article 20(3) as security, where this
entity declares publicly that it will exercise the voting rights,

d) for which an entity referred to in Article 20(3) has a lifelong right of use,

e) which are at the disposal, within the meaning of (a) to (d), of an entity controlled by an
entity referred to in Article 20(3),

f) which are managed or administered by, or kept with, an entity referred to in Article 20(3),
unless the owner has given the entity specific instructions regarding voting,

g) which may be exercised by another entity in its own name for the account of an entity
referred to in Article 20(3), or

h) which are exercised by an entity referred to in Article 20(3) on the basis of a power of
attorney, provided that it may exercise these rights at its discretion and the mandator has
given it no specific instructions regarding voting.

(5) The calculation of shares in voting rights arising from participation in a bank shall not
include voting rights from equity securities relating to securities that the bank or another
entity authorised in another Member State to operate as a bank holds in direct connection with
the underwriting or placing of securities,”” provided that it neither exercises the voting rights
nor influences the management of the issuer of these securities in any other way and it
alienates the securities within one year of acquiring them.

(6) In accordance with an act governing business activities on the capital market, a market
maker shall not include in the share in voting rights arising from participation in a bank such
voting rights that do not exceed 5% of all voting rights in the bank, provided that it neither
exercises the voting rights nor influences the management of the bank in any other way.

(7) An entity controlling an entity authorised to administer client assets in accordance with an
act governing business activities on the capital market or a foreign entity authorised in
another Member State to provide a similar investment service, shall not include in the share in
voting rights arising from participation in a bank such shares in voting rights that relate to the
assets administered by the subsidiary, provided that

a) the subsidiary exercises the voting rights solely on the basis of a written instruction of the
client, or

b) the parent undertaking does not influence the exercise of the voting rights in any way.

(8) An entity controlling an investment company or foreign investment company shall not
include in the share in voting rights arising from participation in a bank such voting rights that
are connected with assets in collective investment funds administered by the subsidiary,
provided that the parent undertaking does not influence the exercise of the voting rights in
any way.
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(9) The conditions set forth in paragraphs 7 or 8 shall apply to a parent undertaking only if it
sends to the Czech National Bank without undue delay

a) information about the subsidiary listed in paragraph 7 or 8 to the extent stipulated in Article
20(16), specifying the authorities performing supervision thereof,

b) a declaration of fulfilment of the conditions under paragraph 7 or 8, and

c) any changes to the information under (a) or any changes to the declaration under (b).

(10) At the request of the Czech National Bank, a parent undertaking pursuant to paragraphs 7
or 8 shall prove without undue delay that

a) the organisational arrangements of the parent undertaking and the subsidiary enable voting
rights to be exercised in accordance with paragraph 7(b) or paragraph 8,

b) where the parent undertaking is a client of its subsidiary, written documents confirm that
their relationship is analogous to that with other clients.

(11) “Ancillary services undertaking” shall mean a legal entity providing services supporting
the business activities of banks or foreign banks.

Article 18

(1) A bank may not enter into transactions with persons having a special relation thereto
(Article 19) which would otherwise, owing to their nature, purpose or risk, not be entered into
with other clients.

(2) A bank shall provide loans to, and secure the commitments of, the persons referred to in
paragraph 1 only if its statutory body so decides after analysing the banking transaction in
question and the applicant’s financial standing.

(3) The provisions of the Commercial Code relating to conflict of interests and governing the
granting of loans and credit and the securing of commitments by a joint-stock company to the
members of its bodies and other persons shall not apply to banks.*”

Article 19

(1) For the purposes of this Act, the following persons shall be deemed to have a special
relation to a bank:

a) members of the statutory body and the bank officers of the bank;

b) members of the supervisory board of the bank;

c) entities controlling the bank, persons having qualifying holdings in those entities, and
members of the management of those entities;

d) persons close® to the members of the statutory body, the supervisory board, the bank
officers and the persons controlling the bank;

e) legal entities in which any of the persons listed in subparagraphs a), b) and c) have a
qualifying holding;

f) persons having qualifying holdings in the bank, and any entities controlled by them;

g) members of the Bank Board of the Czech National Bank,

h) entities which the bank controls.
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Article 19a

(1) A bank may carry on trading in securities and trading in the rights attaching to securities
or deriving from securities pursuant to a special legislative act™ for its own account or from
its own property only under the conditions most advantageous for the bank, and in particular
at the best price that can be achieved with due diligence.

(2) A bank shall demonstrate due diligence by:

a) comparing the prices offered for individual sales, purchases and other trades, or by
providing evidence of the unsuitability or impossibility of assessing more than one offer,

b) documenting the manner of execution of the trade, checking the objectivity of recorded
data and taking steps to avoid the risk of own financial losses,

¢) conducting an analysis of the economic benefits of the trades using publicly available
information,d) developing investment and business strategies that provide the basis for
executing individual transactions.

(3) The exercising of due diligence by a bank shall consist in carrying on trading within the
framework of automated trading systems or in another manner, in which case, however, the
bank must be able to substantiate the benefits of such a procedure to the bank and its clients.

(4) Paragraphs 1 to 3 shall also apply to foreign bank branches.

Article 19b

(1) The bank shall prevent the use of information received in the context of its lending
transactions when carrying on transactions in investment instruments, and vice versa, unless
this information is publicly available.

(2) In order to discharge the duties set out in paragraph 1, the bank shall implement measures
in its organisational, management and control systems to ensure the separation of lending
transactions and transactions in investment instruments.

(3) “Lending transactions” shall mean activities connected with the providing of loans and
guarantees.

(4) Paragraphs 1 to 3 shall also apply to foreign bank branches.

Article 20

(1) A bank may issue shares to which voting rights are attached as book-entry
(dematerialised) shares only.

(2) In addition to shares to which voting rights are attached, banks may issue preference

shares. However, no voting rights shall be attached to such shares, even where the
Commercial Code provides otherwise.
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(3) An entity or entities acting in concert must have the consent of the Czech National Bank
a) to acquire a qualifying holding in a bank,

b) to increase a qualifying holding in a bank so that it reaches or exceeds 20%, 30% or 50%,
or

c) to become entities controlling a bank,

even where these entities do not exercise the voting rights associated with the participation in
the bank acquired in this way; failure to exercise voting rights shall not alter the share in the
voting rights of these or any other entities.

(4) Within two working days of receiving an application for consent pursuant to paragraph 3,
the Czech National Bank shall confirm receipt thereof to the applicant and inform the
applicant of the date when the time limit for the assessment of the application referred to in
paragraph 6 will expire. The application shall contain information about the entity or entities
intending to acquire or increase their qualifying holding in the bank or take control of the
bank, information about the bank in which the share is to be acquired or control taken over,
the overall share the applicant will reach after acquiring or increasing the qualifying holding
or taking control of the bank, and information about the entity transferring the share to the
applicant. The applicant shall enclose with the application documents necessary to assess the
application from the point of view of the conditions stipulated in paragraph 9. The application
for consent may only be submitted on the prescribed form, to which the applicant shall attach
documents confirming fulfilment of the conditions stipulated in paragraph 9. The Czech
National Bank shall stipulate the specimen forms and the content of the annexes thereto in a
decree.

(5) In cases referred to in paragraph 3, the Czech National Bank shall seek the opinion of the
supervisory authority of another member state of the European Union where the entity having
a qualifying holding in the entity applying for consent is an entity authorised by the
supervisory authority of that Member State to operate as a bank, electronic money institution,
insurance company, reinsurance company, investment company or investment services
provider, or is the parent undertaking of such an entity.

(6) If the application is incomplete or suffers from other shortcomings, the Czech National
Bank shall, no later than on the 50th day of the time limit stipulated in paragraph 7, call upon
the applicant in writing to eliminate the shortcomings in the application or to supply
additional information needed to assess the application. The Czech National Bank shall
confirm receipt of such information to the applicant in writing within the time limit stipulated
in paragraph 4. The running of the time limit stipulated in paragraph 7 shall be interrupted
upon the sending of this call for a maximum of 20 working days. The running of the time
limit stipulated in paragraph 7 shall be interrupted for a maximum of 30 working days if the
applicant

a) has a permanent address, registered office or place of business in a state that is not a
member state of the European Union,

b) is not subject to supervision by an authority of a member state of the European Union
performing supervision of banks, electronic money institutions, insurance companies,
reinsurance companies, investment services providers, investment companies or standard
funds in accordance with a legal act governing collective investment.

(7) The Czech National Bank shall issue a decision on the application no later than 60

working days following the sending of the written confirmation of receipt of the application
for consent pursuant to paragraph 3. If the Czech National Bank does not issue a decision
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within this time limit, consent shall be deemed to have been granted. This shall not apply to
an application for consent submitted pursuant to paragraph 11.

(8) When assessing the application, the Czech National Bank shall consider only the
conditions stipulated in paragraph 9 and shall not take into account the economic needs of the
market.

(9) The Czech National Bank shall grant its consent to an application where the following
conditions are met with regard to the potential impact on the bank’s operations:

a) the persons applying for consent must be trustworthy,

b) the persons proposed as bank officers must meet the conditions of trustworthiness,
competence and experience with no apparent doubt,

c) the applicant’s funds must be sufficient, transparent and unobjectionable with regard to the
activities executed and planned in the bank,

d) the bank must be able to continue meeting the prudential rules on both a solo and
consolidated basis,

e) the structure of the consolidated group in which the bank is to be included must not prevent
efficient banking supervision and efficient exchange of information between the Czech
National Bank and the authority of another Member State performing financial market
supervision, or must not impede the execution of the powers of individual supervisory
authorities concerning the consolidated group and entities that are a part thereof, and

f) reasonable concern must not arise that an act laying down measures against money
laundering and terrorist financing could be, or has been, violated in connection with the
intended acquisition of, or increase in, the qualifying holding in the bank.

(10) An entity acquiring or increasing a qualifying holding in a bank or taking control of a
bank without the prior consent of the Czech National Bank shall notify the Czech National
Bank thereof and apply for its consent pursuant to paragraph 3 without undue delay.

(11) The consent referred to in paragraph 10 may also be granted subsequently in cases
deserving of special consideration.

(12) Acquiring or increasing a qualifying holding in a bank or taking control of a bank
without the prior consent of the Czech National Bank shall not render invalid the legal act
resulting in such changes in holdings in the bank, although the voting rights linked with the
holding thus acquired shall not be executed until the consent is granted.

(13) In its decision on the application, the Czech National Bank may

a) restrict the time limit for the acquisition of the holding pursuant to paragraph 3,

b) state conclusions resulting from the opinions it received when proceeding in accordance
with paragraph 5 prior to issuing the decision.

(14) An entity or entities acting in concert shall notify the Czech National Bank without
undue delay that

a) they are reducing their qualifying holding in a bank so that it will fall below 50%, 30% or
20%, or are completely disposing of it, or

b) they are reducing their qualifying holding in a bank so that they will cease to control it.

(15) The notification pursuant to paragraph 14 shall include information about the entity or
entities reducing or disposing of their qualifying holding in the bank or the entity or entities
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ceasing to control it, information about the bank in which the share is to be reduced or
disposed of completely or which is ceasing to be controlled, the overall share in this bank
after its reduction, and information about the entity or entities acquiring or increasing their
holding in the bank.

(16) For the purposes of the application pursuant to paragraph 4 and the notification under
paragraph 14, information about the relevant entities shall mean

a) for legal entities the commercial name or name, registered office and identification number,
if assigned, and

b) for natural persons the name and surname, date of birth, birth certificate number, if
assigned, and permanent address; for entrepreneurs registered in the Companies Register the
commercial name, or place of business, and identification number, if assigned.

(17) The bank shall notify the Czech National Bank in writing of any changes subject to the
procedure referred to in paragraph 3 or 14 at the earliest opportunity after becoming aware of
the material facts.

Article 20a

(1) Where a holding has been acquired in a bank without the Czech National Bank’s prior
consent referred to in Article 20(3) or after the time limit prescribed in Article 20(13) and the
consent referred to in Article 20(11) was not granted, and furthermore where the entity fails to
fulfil its notification duty pursuant to Article 20(10) or the Czech National Bank becomes
aware that the influence exercised by the person or persons having a qualifying holding in the
bank operates to the detriment of the sound and prudent management of the bank, or if such
influence can reasonably be expected to be exercised, the Czech National Bank shall in
administrative proceedings suspend the exercise of the following rights of the shareholder
who alone or by acting in concert with other persons has a qualifying holding in the bank:

a) to attend and vote in a General Meeting,

b) to request the convening of an Extraordinary General Meeting.

It shall only be possible to suspend the exercise of all the above rights. The filing of a
remedial action against the decision to suspend shareholder rights shall have no suspensory
effect.

(2) Where a bank is controlled pursuant to in Article 20(3)(c) without the prior consent of the
Czech National Bank or after the time limit prescribed in Article 20(10) and the consent
referred to in Article 20(11) was not granted, and furthermore where the Czech National Bank
becomes aware that the influence exercised by the parent undertaking operates to the
detriment of the sound and prudent management of the bank, or if such influence can
reasonably be expected, the Czech National Bank shall in administrative proceedings suspend
the control agreement and the control agreement shall terminate on the earliest possible date
allowed by the Commercial Code. The provisions of Article 26(5) and (7) shall apply mutatis
mutandis. The Czech National Bank shall promulgate its decision to suspend the control
agreement in the Commercial Bulletin.

(3) A bank shall submit to the Czech National Bank an extract of all shareholders and trustees
from the bank’s share issue as of the day preceding the date of the General Meeting by seven
days. This extract must be delivered by the bank to the Czech National Bank no later than six
days before the General Meeting. The Czech National Bank shall approve the list of
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shareholders stated in the extract from the bank’s share issue or, at the earliest opportunity,
indicate in a written opinion on the extract from the bank’s share issue those shareholders
whose shareholder rights have been suspended or whose shareholder rights it has newly found
reason to suspend, and it shall return the extract, together with its opinion, to the bank no later
than on the day preceding the date of the General Meeting.

(4) The bank shall not permit any person indicated by the Czech National Bank in its opinion
on the extract from the bank’s share issue pursuant to paragraph 3, or any person not stated in
the extract from the bank’s share issue or persons standing proxy for those persons, to attend
the General Meeting. If the Czech National Bank indicates persons whose shareholder rights
it has newly found reason to suspend, administrative proceedings shall thereby be opened
pursuant to paragraph 1, unless administrative proceedings have already been opened, and the
indicating of those persons shall have the effect of a preliminary measure.*”

(5) The General Meeting of the bank may not be held without the Czech National Bank’s
written opinion on the extract from the bank’s share issue.

(6) The Czech National Bank may propose that a court of law declare, under conditions laid
down in a special legal rule, a resolution adopted by the General Meeting of the bank invalid
if it is in contravention of the legal rules or the Articles of Association.

(7) The fact that the exercise of a shareholder’s rights has been suspended under paragraph 1
shall not change the share in voting rights of the shareholder or other entities.

(8) The central depository*® shall, at any time, upon request, provide the Czech National
Bank with an extract from the bank’s share issue, listing all shareholders of the bank, even in
cases where the central depository maintains these shares on client accounts.

Article 20b

(1) The Czech National Bank shall maintain an interbank payment system account in Czech
koruna for each bank which participates in the payment system operated by the Czech
National Bank. The interbank payment system account may not be subject to the execution of
a decision or preliminary measure.

(2) Paragraph 1 shall also apply to foreign bank branches.

Article 20c

(1) Where a bank or credit union within the territory of the Czech Republic has failed to settle
an amount in the Czech currency or where it has failed to use the bank details as instructed by
its client and has thereby caused incorrect execution of a payment transaction, the bank
maintaining the account of the unauthorised beneficiary shall, at the request of the bank or
credit union which caused the incorrect execution of the payment transaction, debit from this
account the incorrectly settled amount and provide it to the bank or credit union which caused
the incorrect execution of the payment transaction in order to correct the incorrectly executed
payment transaction in accordance with the act governing the payment system; the bank shall
also be entitled to restore the account of the unauthorised beneficiary to the position as if the
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incorrect execution of the payment transaction had not taken place (hereinafter referred to as
“corrective settlement”).

(2) A request pursuant to paragraph 1 may be submitted within three months from the
occurrence of the error resulting in the incorrect execution of the payment transaction.

(3) Corrective settlement involving the debiting of the accounts of tax authorities shall not be
permitted; the bank which caused the incorrect execution of the payment transaction shall
apply to the relevant tax authority for a refund of the amount in question.

(4) The Czech National Bank shall stipulate in a decree the technical procedures to be used by
banks for corrective settlement.

(5) Paragraphs 1 to 4 shall also apply to foreign bank branches.

PART FIVE
Accounting and business documentation

Article 21

(1) Banks and foreign bank branches shall keep books and accounts in accordance with a
special legislative act.”

(2) Banks and branches of foreign banks shall keep separate records in their accounts of
transactions made for a client’s account and those made for the account of the bank or foreign
bank. Records of transactions shall be kept by banks and branches of foreign banks for a
period of at least ten years.

Article 22

(1) A bank shall arrange for an auditor to perform:

a) an audit of its financial statements;

b) an audit of its management and control system; the bank shall provide the auditor with an
overview of the internal inspections conducted which relate to this audit;

c) preparation of reports on the audit of its financial statements and management and control
system; the bank shall submit those reports to the Czech National Bank on the stipulated
dates.

d) an audit of the disclosed data stipulated in Article 11a, within the scope set forth in a
decree of the Czech National Bank pursuant to Article 11a(9)(b).

(2) The Czech National Bank shall stipulate in a decree the content of the reports on the audit
of the bank’s management and control system referred to in paragraph 1(b) and (c), the
manner, structure and frequency of the preparation thereof and the date for submission
thereof.
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(3) The Czech National Bank may waive the requirement for an audit of the system referred
to in paragraph 1(b) or limit it to only some of the parts thereof. The Administrative
Procedure Code shall not apply to proceedings on the waiver or limitation of the audit
requirement. The Czech National Bank shall inform the bank of the intention to waive or limit
the requirement for an audit of the system referred to in paragraph 1(b) by 30 April of the
relevant calendar year. The bank may provide reasoned comments on the intention of the
Czech National Bank within 20 working days of receipt thereof. The Czech National Bank
shall discuss comments received within the specified time limit and shall inform the bank by
30 June of the relevant calendar year as to whether it will waive the audit of the system
referred to in paragraph 1(b) or limit the performance of this audit in some way.

(4) The bank shall notify the Czech National Bank of the auditor it has selected. The Czech
National Bank shall be entitled to reject the auditor within 30 days of receiving this
notification. The bank shall provide notification of a new auditor within 30 days of the Czech
National Bank’s rejection.

(5) The audit of the information referred to in paragraph 1 may not be performed in the bank
by an auditor having a special relation to the bank as defined in Article 19(1). The same shall
apply to natural persons performing auditing activities on behalf of the auditor.

(6) If any shortcomings are detected, the reports referred to in paragraph 1(c) shall describe
the influence of those shortcomings on the performance and liquidity of the bank and on the
creation and allocation of profits/losses.

(7) The duties ensuing from paragraphs 1 to 5 shall apply mutatis mutandis to branches of
foreign banks.

Article 23

(1) Within four months of the end of the accounting period, a bank shall publish an annual
report in the manner set forth in a special legal rule® and a consolidated annual report
pursuant to a special legal rule®; these shall both include an audited financial statement, if the
bank is obliged to draw one up . The bank shall also submit the annual report and the
consolidated annual report to the Czech National Bank within the same time limit. If the
General Meeting of the bank does not approve the financial statement or consolidated
financial statement, the bank shall at the earliest opportunity publish and provide to the Czech
National Bank its reasons for not approving the financial statement or consolidated financial
statement and its method for dealing with the General Meeting’s comments on them.

(2) If a bank posts a loss in the current year, the General Meeting shall decide on the covering
of the loss from the bank’s own funds when approving the financial statements of the bank for
that year.

Article 24

(1) Banks and foreign bank branches shall produce and submit to the Czech National Bank
information and documents the content, form, closing dates and manner of submission of
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which shall be stipulated by the Czech National Bank in a decree. Banks and foreign bank
branches shall submit to the Czech National Bank at its request other documents and other
materials necessary for the exercise of supervision on a solo and consolidated basis and to
provide all the information necessary therefor as required by the Czech National Bank.

(2) The Czech National Bank shall the stipulate information and documents referred to in
paragraph 1 different for banks and foreign bank branches from the information and
documents for other entities on the financial market in a provision to be promulgated in the
Bulletin of the Czech National Bank.?

(3) Where a bank has a holding of 20 per cent or more in one or more commercial companies
or other legal entities, the information and documents referred to in paragraph 1 shall also
include information concerning those commercial companies or other legal entities.

PART SIX
Banking supervision and the confidentiality obligation

Article 25

(1) The activities of banks, including branches thereof carrying on activities within the
territory of another country, shall be subject to banking supervision by the Czech National
Bank, including on-site examinations. The activities of branches of foreign banks shall be
subject to supervision by the home country of the foreign bank and to the extent stipulated by
law for the banking supervision exercised by the Czech National Bank. The activities of
consolidated groups (Article 26d(1)(a)) containing a bank shall be subject to banking
supervision on a consolidated basis by the Czech National Bank, including on-site
examinations, save as where the law provides otherwise.

(2) The Czech National Bank may ask the supervisory authority of the relevant country for an
on-site examination of the entities it supervises outside the territory of the Czech Republic.
The Czech National Bank may meet the request of the home country supervisory authority of
a bank or financial institution for the carrying-out of an on-site examination of an entity it
supervises. Such entities shall allow the carrying-out of an on-site examination and give the
necessary assistance to the competent authority. The Czech National Bank shall allow the
home country supervisory authority of a foreign bank or financial institution to carry out on-
site examinations on the basis of reciprocity. The supervisory authority that requested the on-
site examination shall be entitled to participate in the examination, unless the examination is
carried out by such supervisory authority itself.

(3) When exercising supervision, the Czech National Bank shall review and evaluate whether
the arrangements, strategies, processes and mechanisms implemented by the bank and the
capital of the bank ensure the safe and sound operation of the bank and coverage of the risks
to which it is or might be exposed. The Czech National Bank shall establish the frequency and
intensity of this review and evaluation in proportion to the size, significance and position of
the bank on the financial market and the nature, scale and complexity of its activities, but
shall perform such review and evaluation at least once a year.
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Article 25a

(1) AIll persons exercising banking supervision or conservatorship shall maintain
confidentiality regarding all information acquired in the context of the performance of their
occupation, employment or duties. They may divulge to third parties information in aggregate
form only such that the specific bank or person in question cannot be identified. The
obligation of confidentiality shall persist even after their occupation, employment or duties
have ceased.

(2) The persons referred to in paragraph 1 may use information acquired when performing
their duties solely for executing the tasks of banking supervision and conservatorship or in
judicial proceedings concerning the decisions or the exercise of banking supervision or in like
proceedings before an international authority.

(3) Subject to compliance with the statutory conditions, disclosure of information acquired in
the context of exercising banking supervision or supplementary supervision of entities in a
financial conglomerate®® to an authority responsible for supervising banks, financial
institutions or financial markets in another state and disclosure of information to the Ministry
of Finance for the purposes of state control of compliance with the conditions for providing
state support pursuant to a special legal rule®® shall not be deemed a breach of the
confidentiality obligation. Disclosure of information acquired while exercising banking
supervision to employees of the Czech National Bank who are involved in exercising
supervision of the financial market for the performance of their duties shall not be deemed a
breach of the confidentiality obligation referred to in paragraph 1.

(4) Subject to compliance with the statutory conditions, disclosure of information acquired in
the context of exercising banking supervision to public authorities and other entities in the
Czech Republic shall not be deemed a breach of the confidentiality obligation, provided that
the information is disclosed for the performance of their duties:

a) as authorities involved in the liquidation or insolvency of a bank or financial institution,

b) of supervision of the authority referred to in subparagraph a),

c) as auditor of the statutory financial statements of a bank or financial institution,

d) of supervision of the auditor of the statutory financial statements of a bank or financial
institution,

e) of supervision of compliance with company law,

f) in combating money laundering and terrorist financing, or imposing international sanctions
for the purposes of maintaining international peace and security, protecting fundamental
human rights and combating terrorism,

g) of supervision of payment or settlement systems,

h) as operator of a payment or settlement system,

i) as a law enforcement authority,

J) as a central bank responsible for monetary policy,

k) as systems of insurance of deposit claims and insurance of investors.

The same shall apply with respect to public authorities and other entities in Member States
and, with the exception of the authorities and entities referred to in letters g) and h), in other
states.
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(5) Information acquired in the context of exercising banking supervision may also be
disclosed to European Union bodies where necessary to meet the obligations of international
treaties.

(6) Information acquired in the context of performing banking supervision may also be
disclosed to international organisations operating in the area of combating criminal activities
and also to law enforcement authorities of foreign countries to allow them to fulfil their
functions.

(7) The information referred to in paragraphs 3, 4 and 6 may be disclosed only on condition
that the institution concerned has in place an information protection regime at least within the
scope of European Communities law.

(8) Information acquired from the authorities of foreign states may be used solely for the
purposes for which it was provided and may not be disclosed to any other person without the
consent of the provider.

(9) Information acquired during on-site supervision within the territory of another state may
not be disclosed to any other person without the consent of the banking supervisory authority
of that state.

Article 25b

Where a situation within a bank or a consolidated group subject to supervision by the Czech
National Bank (Article 26e) might jeopardise the stability of the financial system in the Czech
Republic, the Czech National Bank shall report this fact to the competent state administration
authority responsible for preparing legal rules concerning banks, investment firms, insurance
companies and other financial institutions.

PART SEVEN
Remedial measures and penalties

Article 26

(1) Should the Czech National Bank detect any shortcomings in the activities of a bank or a
foreign bank branch, it shall be entitled, according to the nature of the shortcoming, to:

a) demand that the relevant bank or foreign bank branch remedy the situation within a
specified period, or rectify the shortcoming in its activities, by

1. restricting some of its permitted activities, ceasing non-permitted activities or not executing
certain transactions, money transfers or other operations,

2. restricting its distribution network, including reducing the number of business units,

3. replacing persons in the management of the bank or foreign bank branch,

4. replacing members of the bank’s supervisory board,

5. bringing its arrangements, strategies, processes and mechanisms into compliance with this
Act,
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6. adopting stricter liquidity rules, stricter rules for creating provisions for the bank’s assets
and reserves or for determining capital requirements,

7. creating adequate provisions and reserves,

8. maintaining capital above the threshold stipulated in Article 12a(1),

9. reducing its capital to a specified extent,

10. using its profit after tax preferentially to supplement its reserve funds or to increase its
capital, or

11. reducing its share in another entity or transferring its share in the entity to another entity
or otherwise limiting the risks ensuing from the bank’s share in the entity,

b) change the licence by excluding or restricting some of the activities listed therein,

c) order an extraordinary audit at the expense of the bank or foreign bank branch concerned.
d) impose conservatorship,

e) impose a fine of up to CZK 50,000,000,

f) reduce the capital of the bank in order to cover the loss by an amount corresponding to the
loss after clearance thereof with reserve funds and other funds, provided that the loss exceeds
20% of the bank’s equity,

g) prohibit or restrict the execution of transactions with legal entities which have close links
with the bank or which belong to the same consolidated group as the bank or which have a
special relation to the bank (Article 19),

h) require a capital increase above the level referred to in Article 12a, especially if the bank
has in place ineffective strategies, processes or mechanisms and imposition of the measures
referred to in letters a) to g) seems inadequate to achieve remedy in a reasonable time,

I) require an increase in the liquid funds of the bank or foreign bank branch at least to the
level required by the Czech National Bank.

(2) The measures referred to in paragraphs 1(b) to (f) shall be taken if the demand referred to
in paragraph 1(a) is not complied with; depending on the nature of the shortcoming, and
especially in emergencies, these measures may be applied even without the prior demand
referred to in paragraph 1(a). The measures referred to in paragraphs 1(d) and (f) to (h) may
not be taken against branches of foreign banks.

(3) “Shortcoming in the activities” shall mean:

a) failure to comply with the conditions stipulated in the licence or to fulfil the conditions
under which the licence was granted pursuant to Article 4(5) or Article 5(4);

b) failure to comply with, or circumvention of, this Act, special legislative acts, legal rules
and the provisions issued by the Czech National Bank;

c) failure to comply with, or circumvention of, the obligations or conditions set forth in a
decision of the Czech National Bank or in a measure of a general nature under Article 26bb;
d) the execution of, or a decision to execute, a transaction or transactions, a money transfer or
money transfers or any other operation or operations by the bank or foreign bank branch in a
manner which is detrimental to the interests of its depositors or which endangers the safety
and soundness of the bank or foreign bank branch;

e) management of the bank or foreign bank branch by persons who are not sufficiently
competent or who are not trustworthy;

f) a situation where the total volume of reserves and provisions set aside by the bank is not
sufficient to cover the risks arising from the volume of classified assets recorded by the bank;
g) contravention of a legal rule of the state within the territory of which the bank has a branch
when carrying on business activities within the territory of that state;

h) a fall in capital below the minimum level (Article 12a(1));
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i) breach of the obligations stipulated in a special legal rule®® for remote concluding of
financial services agreements;
J) use of a credit assessment to calculate capital requirements in contradiction with this Act.

(4) The only party to the proceedings shall be the bank concerned.
(5) Proceedings may also be opened by the serving of a decision.

(6) The Czech National Bank shall serve delivery into own hands by handing the decision
over to a member of the bank’s board of directors or a member of the bank’s supervisory
board or to the person authorised to manage the bank or foreign bank branch. If any of these
persons refuses to take delivery of the decision, it shall be considered served as of the moment
of refusal.

(7) An appeal may be filed against the decision. The appeal shall have no suspensory effect,
unless it concerns a decision to impose a fine. Decisions concerning appeals shall be made by
the Bank Board of the Czech National Bank.

(8) The time limit for execution of the decision served shall be at least 24 hours.

(9) The Czech National Bank may also impose the fine referred to in paragraph 1(e) on a
person who fails to comply with the provisions of Article 3, Article 20(3) or Article 20(10).

(10) The imposition of the fine referred to in paragraph 1(e) shall be without prejudice to
liability under other legal rules.

(11) The fine referred to in paragraph 1(e) shall constitute a state budget revenue. Such a fine
may be imposed up to one year from the detection of the shortcoming, but no later than ten
years from the date on which the shortcoming arose.

Article 26a

(1) If the Czech National Bank becomes aware that a bank’s capital on a solo basis is lower
than two thirds of the sum of the individual capital requirements within the meaning of
Article 12a(1), it shall in administrative proceedings impose one or more of the following
remedial measures on the bank:

a) to increase its capital such that the capital of the bank on a solo basis is at least equal to the
sum of the individual capital requirements within the meaning of Article 12a(1),

b) to acquire assets which, according to the decree issued under Article 12a(8), have a risk
weighting of less than 100% only,

¢) not to acquire any share of the capital and voting rights of any legal entity, except for
agreements concluded before the imposition of this measure, and not to establish or acquire
any other legal entity or organisational unit thereof,

d) not to provide any loan to a person having a special relation to the bank,

e) not to offer interest rates on deposits exceeding the usual current interest rates on deposits
of like amounts and with like maturity as ascertained by the Czech National Bank.

(2) Simultaneously with the measures referred to in paragraph 1, the Czech National Bank
may apply the remedial measures and sanctions referred to in Article 26(1).
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Article 26b

If the statutory body or supervisory board becomes aware that the bank is, or will become,
insolvent or that the bank has incurred, or will probably incur, losses which have caused, or
may cause, the bank’s capital on a solo basis to fall below two thirds of the sum of the
individual capital requirements, it shall notify the Czech National Bank of this fact at the
earliest opportunity.

Article 26ba

(1) If a bank’s capital decreases below the threshold stipulated in Article 12a and the bank
increases its capital to meet the capital requirements laid down in this Act and a legal rule
issued on the basis thereof:

a) this shall represent an important interest of the company to restrict or exclude the
preferential right to subscribe for new shares; this shall be without prejudice to Article 29(2),
second sentence;

b) the issue price shall be the same for all subscribers;

¢) new shares may be subscribed for even if the shareholders have yet to pay the issue price of
the formerly subscribed shares; however, the new shares shall not be subscribed for by a
shareholder who has yet to pay the issue price of the formerly subscribed shares;

d) the right to preferential subscription shall not be separately transferable;

e) the bank shall publish an invitation to the General Meeting at least seven days before the
General Meeting;

f) the Board of Directors shall file a proposal to enter the resolution of the General Meeting to
increase the capital in the Companies Register within seven days of its adoption;

g) the time limit for subscribing for new shares using the preferential right shall be fourteen
days from the day on which the resolution of the General Meeting to increase the capital is
entered in the Companies Register;

h) the time limit for subscribing for new shares without using the preferential right shall be
fourteen days from the lapse of the time limit under subparagraph g) or, if preferential right of
shareholders to subscribe for new shares was excluded, from the day on which the resolution
of the General Meeting to increase the capital is entered in the Companies Register;

1) the subscriber shall pay the issue price of the new shares within the time limit for
subscription, otherwise his subscription shall be invalid;

j) the issue price of the new shares shall be paid in cash or by a non-cash deposit in the form
of a cash receivable from the bank.

(2) The invitation to a General Meeting convened to decide on increasing the bank’s capital
under paragraph 1 shall state the reasons why this procedure was selected and how it differs
from the capital increasing procedure laid down in the Commercial Code; however, failure to
fulfil this obligation shall not render the subsequent resolution of the General Meeting invalid.

Article 26bb
(1) If the stability of the banking or financial system is jeopardised, the Czech National Bank

shall issue a measure of a general nature where appropriate to eliminate the jeopardy. The
Czech National Bank shall also issue a measure of a general nature if the stability of the
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banking or financial sector has already been disrupted where this is appropriate to alleviate
the consequences of such disruption.

(2) With respect to banks, foreign bank branches, a group of banks defined by type or a group
of foreign bank branches defined by type, the measure of a general nature issued by the Czech
National Bank shall:

a) stipulate a temporary exemption from the obligations laid down in Articles 4, 5, 11 to 24 or
26f, or from rules laid down on the basis of this Act,

b) temporarily prohibit or restrict some licensed activities or the execution of some
transactions, money transfers or other operations, or

c) set time limits and a frequency for the disclosure duties of a bank or foreign bank branch at
variance with this Act or a legal rule issued on the basis thereof.

(3) The measure of a general nature may take effect before proceedings on this measure are
conducted according to the Administrative Procedure Code. The measure of a general nature
shall cease to be effective six months after it takes effect, unless it ceases to be effective
earlier.

(4) Banks and foreign bank branches shall be the only entities whose rights, obligations or
justified interests may be affected by the measure of a general nature issued by the Czech
National Bank. If there is danger of delay, the Czech National Bank may shorten to a
minimum of three days the time limits laid down in the Administrative Procedure Code for
the publication of the draft measure of a general nature, for the notification of the public
discussion thereon and for the filing of comments on or objections to the draft measure of a
general nature.

PART EIGHT
Banking supervision on a consolidated basis

Article 26¢

(1) Banking supervision on a consolidated basis shall mean the monitoring and regulation of
the risks of consolidated groups containing a bank in order to limit the risks to which the bank
is exposed in respect of its membership of the consolidated group.

(2) Banking supervision on a consolidated basis shall not mean supervision of the individual
entities belonging to a consolidated group, nor shall it substitute for banking supervision on a
solo basis pursuant to this Act or for supervision of financial institutions pursuant to special
legislative acts.

(3) Without prejudice to Article 25a, when exercising supervision on a consolidated basis the
Czech National Bank shall cooperate with the authorities responsible for supervising banks
and financial institutions in other countries and shall be entitled to exchange information with
them.
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(4) The Czech National Bank may, for the purposes of exercising supervision on a
consolidated basis, carry out an on-site examination in the entities belonging to a consolidated
group or ask the competent foreign supervisory authority to carry out such an examination.
The Czech National Bank shall notify the foreign authority responsible for supervising the
inspected entity of the commencement, purpose and results of the on-site examination. This
shall apply without prejudice to Article 25a.

(5) Entities belonging to a consolidated group shall allow the carrying-out of the on-site
examination referred to in paragraph 4 and to give the necessary assistance to the Czech
National Bank.

(6) Where the Czech National Bank requires information necessary for exercising banking
supervision on a consolidated basis and it knows that such information has already been given
to another supervisory authority by a member of the consolidated group, it shall preferentially
request that authority for such information.

(7) In order to ensure effective banking supervision on a consolidated basis, the Czech
National Bank may conclude written coordination and cooperation arrangements with
relevant supervisory authorities for the purposes of exchanging information.

Article 26d

(1) For the purposes of this Act:

a) “consolidated group” shall mean a parent bank (controlling bank) group, a foreign parent
bank group, a financial holding entity group or a mixed-activity holding entity group, such
consolidated group consisting of at least two entities,

b) “parent bank” (controlling bank) shall mean a bank, the subsidiary (controlled entity) or
affiliate of which is a bank, a financial institution or an ancillary services undertaking,

¢) “financial holding entity”” shall mean a parent undertaking which

1. is a financial institution other than an investment firm, a foreign entity having its registered
office in a Member State which is authorised to provide investment services in that Member
State, an insurance or reinsurance company,

2. is not a mixed-activity holding entity pursuant to a special legal rule®®, and

3. controls exclusively or principally banks or financial institutions, where at least one of its
subsidiaries is a bank,

d) “mixed-activity holding entity” shall mean a parent undertaking (controlling person) other
than a bank, a foreign bank, a financial holding entity or a mixed-activity financial holding
entity pursuant to a special legal rule®®, where at least one of its subsidiaries is a bank,

e) “parent bank group” shall mean a group which consists of a bank and its subsidiaries and
affiliates,

f) “financial holding entity group” shall mean a group which consists of a financial holding
entity and its subsidiaries and affiliates,

g) “mixed-activity holding entity group” shall mean a group which consists of a mixed-
activity holding entity and its subsidiaries and affiliates,

h) “affiliate” shall mean an entity in which another entity exercises a significant influence,
which shall mean such significant influence over the management or operation of the business
activities of such entity which is other than control and other than only temporary in nature
and the purpose of which is to participate in the business activities of such entity; a direct or
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indirect holding treated separately or totalling 20% or more of the capital or of the voting
rights shall be always considered a significant influence unless it is a case of control,

1) “foreign parent bank” shall mean a foreign bank which has a bank as a subsidiary,

j) “foreign parent bank group” shall mean a group which consists of a foreign parent bank and
its subsidiaries and affiliates,

k) “domestic parent bank” shall mean a parent bank which is simultaneously not a subsidiary
of another bank or financial holding entity having its registered office in the Czech Republic,
I) “European parent bank” shall mean a parent bank or foreign parent bank which is
authorised to carry on business in a Member State and which is not a subsidiary of another
bank or foreign bank which is authorised to carry on business in any Member State, or of a
financial holding entity having its registered office in any Member State,

m) “domestic financial holding entity” shall mean a financial holding entity having its
registered office in the Czech Republic which is simultaneously not a subsidiary of a bank or
financial holding entity having its registered office in the Czech Republic,

n) “European financial holding entity” shall mean a financial holding entity having its
registered office in a Member State which is not a subsidiary of a bank or foreign bank which
is authorised to carry on business in any Member State, or of a financial holding entity having
its registered office in any Member State,

0) “responsible bank in a financial holding entity group” shall mean a bank which is a
subsidiary of a financial holding entity having its registered office:

1. in the Czech Republic,

2. in another Member State, where this financial holding entity simultaneously is not the
parent undertaking of a foreign bank which is authorised to carry on business in this Member
State, or of a foreign bank with a larger balance-sheet total which is authorised to carry on
business in another Member State, or

3. in a non-Member State, unless the Czech National Bank has waived the exercise of banking
supervision on a consolidated basis of this financial holding entity group pursuant to Article
26e(5),

4. where there is more than one bank in the consolidated group referred to in points 1 to 3,
“responsible bank in a financial holding entity group” shall mean the bank with the largest
balance-sheet total,

p) “responsible bank in a foreign parent bank group” shall mean a bank which is a subsidiary
of a foreign parent bank which is authorised to carry on business in a non-Member State,
unless the Czech National Bank has waived the exercise of banking supervision on a
consolidated basis of this foreign parent bank group pursuant to Article 26e(5); where there is
more than one bank in such consolidated group, “responsible bank in a foreign parent bank
group” shall mean the bank with the largest balance-sheet total.

(2) Where the relationships within a consolidated group are such that it is not possible to
determine unambiguously the parent undertaking or type thereof, the Czech National Bank
shall be entitled to designate, by agreement with the competent foreign authority responsible
for supervising banks or financial institutions, the parent undertaking of the consolidated
group or type thereof.

(3) The Czech National Bank stipulate in a decree the criteria for exempting entities from a
consolidated group for the purposes of compliance with the prudential rules on a consolidated
basis.

(4) Investment firms not referred to in Article 8a (1) to (3) of the Capital Market
Undertakings Act shall be exempt from supervision of the consolidated group.
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Article 26e

(1) The Czech National Bank shall exercise banking supervision on a consolidated basis of a
parent bank group and of a foreign parent bank group, the members of which include a
responsible bank in a foreign parent bank group. A group of a parent bank which is a
subsidiary of a domestic parent bank or a domestic financial holding entity shall be subject to
banking supervision on a consolidated basis only if a foreign bank or financial institution
having its registered office in a non-Member State is a member of this group.

(2) The Czech National Bank shall exercise banking supervision on a consolidated basis of a
financial holding entity group, the members of which include a responsible bank in a financial
holding entity group. A group of a financial holding entity which is a subsidiary of a domestic
parent bank or a domestic financial holding entity shall be subject to banking supervision on a
consolidated basis only if a foreign bank or financial institution having its registered office in
a non-Member State is a member of this group.

(3) The Czech National Bank:

a) shall exercise supervision of a financial holding entity group which does not meet the
conditions given in the first sentence of paragraph 2, or

b) shall waive the exercise of supervision of a financial holding entity group which meets the
conditions given in the first sentence of paragraph 2 if it so agrees with the competent
supervisory authority of a Member State and if it feels that the designation of the responsible
bank in the financial holding entity group according to the criteria stipulated in this Act
[Article 26d(1)(0)] is inappropriate, having regard in particular to the significance of the
banks or foreign banks which are members of this consolidated group for the financial market
in the Member States concerned. In such case, however, the Czech National Bank or the
competent supervisory authority shall seek the opinion of the responsible bank in the group of
the financial holding entity or the European financial holding entity group which is a member
of consolidated group concerned. Where the Czech National Bank applies the procedure
given in letter a), it shall designate the bank that will fulfil the obligations of responsible bank
in the financial holding entity group.

(4) The Czech National Bank shall exercise banking supervision on a consolidated basis of a
mixed-activity holding entity group.

(5) The Czech National Bank may waive the exercise of banking supervision on a
consolidated basis of a consolidated group where the parent undertaking has its registered
office in a non-Member State, provided that this consolidated group is subject to like banking
supervision on a consolidated basis. Prior to making such a decision, the Czech National
Bank seek the opinion of the authority supervising a foreign bank having its registered office
in another Member State and belonging to the same consolidated group, and of the European
Banking Committee. Should there be no like banking supervision on a consolidated basis of
such consolidated group, the Czech National Bank may require the members of the
consolidated group to establish a financial holding entity in the territory of the Czech
Republic or another Member State. The Czech National Bank shall inform the authority
supervising the bank having its registered office in another Member State and belonging to
the same consolidated group, and the Commission of the European Communities, of the
procedure referred to in the third sentence.
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Article 26f

(1) A parent bank, a responsible bank in a financial holding entity group, a responsible bank
in a foreign parent bank group and a bank in a mixed-activity holding entity group which are
members of a consolidated group subject to banking supervision by the Czech National Bank
shall comply on a consolidated basis with:

a) the requirements for the management and control system (Article 8b),

b) the rules for disclosure of information (Article 11a),

c) the rules for determination of capital and the rules for determination of capital requirements
and capital adequacy (Article 12a),

d) the strategies and processes for assessing and changing internal capital (Article 12c),

e) the exposure rules (Article 13),

f) the restrictions on qualifying holdings (Article 17),

g) the requirements for operations within a consolidated group (Article 26g(4)).

(2) Entities belonging to a consolidated group shall supply the Czech National Bank,
regularly or on request, either directly or via a bank referred to in paragraph 1, with all the
information necessary for exercising supervision on a consolidated basis. The Czech National
Bank shall stipulate in a decree the manner of submission of regular information and the
scope, structure, frequency and dates of disclosure.

Article 269

(1) Entities belonging to a consolidated group shall create adequate control mechanisms
ensuring the correctness of information supplied for the purposes of banking supervision on a
consolidated basis.

(2) A domestic parent bank, a responsible bank in a financial holding entity group and a
responsible bank in a foreign parent bank group shall notify the Czech National Bank in
advance of the auditors that will audit the entities belonging to the consolidated group subject
to banking supervision by the Czech National Bank.

(3) A domestic parent bank, a responsible bank in a financial holding entity group, a
responsible bank in a foreign parent bank group and a bank in a mixed-activity holding entity
group shall arrange an audit of information that they submit for the purposes of banking
supervision on a consolidated basis, in the manner and within the scope set forth in a decree
of the Czech National Bank.

(4) A bank shall duly monitor its operations with members of the same consolidated group,
manage the associated risks, and subject them to appropriate internal control mechanisms.

(5) A financial holding entity shall ensure that its statutory body, a member thereof or any
other natural person that manages the business of the financial holding entity or of a legal
entity that is its statutory body or a member thereof (hereinafter referred to as a “person in an
executive managerial position”), either alone or together with other persons, is a trustworthy
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person having enough experience to discharge the office and to meet requirements applying to
the financial holding entity under this Act.

(6) A financial holding entity shall inform the Czech National Bank in advance of planned
personnel changes in executive managerial positions and, at the same time, submit supporting
documents proving the trustworthiness and experience of the nominated persons. An entity
that has become a new financial holding entity shall be obliged to meet this requirement
concerning the persons in executive managerial positions within two months from when it
became a financial holding entity; otherwise the persons in executive managerial positions
shall be deemed not to have complied with the set preconditions. The natural person
concerned shall submit the necessary supporting documents and give assistance to the
financial holding entity. The Czech National Bank shall specify the supporting documents
proving the trustworthiness and experience of persons in executive managerial positions of a
financial holding entity in a decree.

(7) The Czech National Bank may require a financial holding entity to change a person in an
executive managerial position of the financial holding entity if such person is not sufficiently
experienced or trustworthy.

Article 26h

(1) The Czech National Bank may in administrative proceedings impose a fine of up to CZK
50,000,000 on an entity which is not a bank and which belongs to a consolidated group if it
does not supply the information required for the purposes of banking supervision on a
consolidated basis or if it supplies incomplete, false or distorted information or it does not
comply with the time limit for submission thereof.

(2) Should the Czech National Bank detect any shortcomings in the activities of an entity
belonging to a consolidated group which might adversely affect the performance of a bank
that belongs to the consolidated group, it shall be entitled, in respect of a parent bank, a
responsible bank in a financial holding entity group, a financial holding entity, a responsible
bank in a foreign parent bank group, a bank in a mixed-activity holding entity group or a
mixed-activity holding entity, according to the nature of the shortcoming, to:

a) demand that it remedy the situation within a specified period,

b) order an extraordinary audit in the entity which belongs to the consolidated group, at the
expense of the parent undertaking,

c) impose a fine of up to CZK 50,000,000,

d) prohibit or restrict the execution of transactions with entities that belong to the same
consolidated group.

(3) A shortcoming in the activities of an entity which belongs to a consolidated group and
which is not a bank shall mean:

a) failure to comply with, or circumvention of, this Act, special legislative acts, the legal rules
issued by the Czech National Bank and the legal rules referred to in Article 5k

b) execution of transactions within or outwith the consolidated group in a manner which is
detrimental to the interests of the depositors of a bank which belongs to the consolidated
group or which endangers the safety and soundness thereof.
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Article 26i

Where the Czech National Bank exercises banking supervision on a consolidated basis of a
European parent bank group or a European financial holding entity group, it shall carry out
the following tasks in addition to those laid down in this Act or a special legal rule:

a) coordination of the gathering and dissemination of relevant or essential information in
normal and emergency situations, in relation to the supervisory authorities of other Member
States,

b) planning and coordination of supervisory activities in normal as well as in emergency
situations, including the supervisory activities in Article 25(3), in cooperation with the
competent supervisory authorities,

c) communication to the supervisory authorities of other Member States exercising
supervision of an entity which is a member of such a consolidated group of information
essential for the exercise of supervision of this entity, having regard in particular to the
significance of this entity for the financial market in the state concerned (Article 38h),

d) decision-making on joint applications for prior consent to the use of one of the special
approaches or on applications to change an approach already in use pursuant to Article
12a(5)—(7).

Article 26j

The Czech National Bank shall provide notification as soon as is practicable of a situation
arising in a consolidated group over which it exercises supervision on a consolidated basis to
the central bank or other institution exercising the powers of a monetary institution in the
Member State in which another member of this consolidated group which the competent
supervisory authority of this Member State has authorised to carry on business has its
registered office, where this situation might jeopardise the stability of the financial system in
this Member State.

PART NINE
Conservatorship

Article 27

(1) A decision to impose conservatorship shall contain:

a) the reasons for imposing conservatorship,

b) the first name, surname and birth certificate number of the conservator and the first name,
surname and birth certificate number of the deputy conservator,

€) any restrictions or prohibitions applying to acceptance of deposits, lending or other
activities.

(2) The costs associated with conservatorship shall be covered from the bank’s assets and

shall constitute an expense of the bank for achieving, maintaining and securing income for the
purposes of legal entity income tax as defined in a special legislative act.®®
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(3) The deputy conservator shall deputise to the full extent for the conservator in his absence.
The provisions of this Act relating to the conservator shall apply mutatis mutandis to the
deputy conservator.

(4) Where the law requires a decision of the General Meeting to be verified by a notarial
certificate, the decision of the conservator in such matter shall be in the form of a notarial
certificate.

Article 28

(1) The conservator shall be an employee of the Czech National Bank. The Czech National
Bank may dismiss the conservator or deputy conservator and appoint a new one.

(2) The conservator shall be entitled to take on additional persons to execute the
conservatorship, except for persons having a special relation to the bank as defined in Article
19 of this Act. The persons taken on to execute conservatorship may not be persons who are
in a debtor’s position towards the bank or who are employed by another bank. The persons
thus taken on shall be entitled to become privy to matters that are subject to banking secrecy
in the relevant bank. At the same time, they shall maintain confidentiality regarding such
matters.

(3) A person who was a bank officer on the day of imposition of conservatorship or at any
time during the two years preceding that day shall give assistance to the conservator at his
request. The Czech National Bank may impose a fine of up to CZK 1,000,000 on such a
person if this duty is breached, and may do so repeatedly.

Article 29

(1) Save for the filing of legal remedies against the imposition of conservatorship, the duties
of all bodies of the bank shall be suspended at the moment the written decision to impose
conservatorship is served. The decision shall apply to all as of the moment it is served. The
conservator shall act in the capacity of the statutory body.

(2) The General Meeting of the bank shall not take place and the conservator shall decide on
matters falling within the powers of the General Meeting. Where the conservator decides to
increase the bank’s capital, he may exclude the shareholders’ preferential right to subscribe
for new shares only if the bank failed to comply within the prescribed time limit with a
remedial measure requiring an increase in the bank’s capital.

(3) If the bank’s situation so requires, the bank under conservatorship may, with the prior
consent of the Czech National Bank, suspend partially or fully the depositors’ right of
disposal of their deposits in the bank.

(4) A bank under conservatorship may suspend partially or fully, for a maximum of six
months, payments to persons with a special relation to the bank resulting from legal titles
arising before the imposition of conservatorship. The bank under conservatorship may extend
this time limit only in the case of payments resulting from legal titles contested by the
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conservator within this time limit for being invalid, ineffective or unenforceable with a court
or any other relevant authority. In such case the time limit may be extended, even repeatedly,
up to the day when the decision of the court or other relevant authority in the matter takes
effect.

(5) If the conservator becomes aware that the bank is insolvent, he shall notify the Czech
National Bank without delay and submit supporting documents proving such fact.

Article 29a

In order to conclude an agreement on the takeover of the debts® of a bank under
conservatorship by another bank or foreign bank branch:

a) the consent of creditors shall not be required,

b) the prior consent of the Czech National Bank shall be required; the Czech National Bank
shall grant its consent only if the entity taking over the debts ensures proper and smooth
continuation of client relationships connected with the debts being taken over.

Article 29b

(1) If a bank under conservatorship sells the bank’s business, the purchase price shall be
determined as a result of a valuation of the business and related rights and obligations as of
the day on which the agreement on the sale of the business takes effect (hereinafter referred to
as the “valuation”).

(2) The valuation shall be made impartially, in full, without undue delay after the
commissioning of the valuation, with professional care and in accordance with generally
recognised principles of valuation of businesses and other assets.

(3) The valuation shall not take into account state guarantees or any other blanket security for
the liabilities of the bank under conservatorship provided by third parties to preserve its
soundness and stability. Neither shall the valuation take into account insurance of deposit
receivables under this Act and the guarantee system relating to the assets of clients of an
investment firm under an act governing capital market undertakings. Any loans provided by
the Czech Republic or the Czech National Bank shall be deemed due for the purposes of the
valuation.

(4) The usual interest for the period from the day on which the agreement on the sale of the
business took effect to the day on which the purchase price is due shall be added to the
purchase price. If the result of the valuation is not a positive figure, a purchase price of CZK 1
shall be paid to the seller.

(5) The bank under conservatorship, the buyer and any other entities that hold items and
documents or possess information needed to prepare the valuation properly shall provide
them for that purpose to the entity preparing the valuation of the bank’s business (hereinafter
referred to as the “valuer”). The Czech National Bank may impose a fine of up to CZK
1,000,000 on an obliged person that is not a bank or foreign bank branch if this duty is
breached, and may do so repeatedly.

Article 29c

48



(1) The valuer shall be appointed by the Czech National Bank. The person to be appointed
valuer, the bank under conservatorship and the buyer of the business shall be parties to the
proceedings on the appointment of the valuer.

(2) A person who has experience and knowledge in the area of valuation of financial
institutions’ businesses, has sufficient prerequisites for preparing a proper and independent
valuation of the business of the bank under conservatorship and agrees to his appointment
shall be appointed valuer.

(3) The valuer may not be a person who has a special relation to the bank, has been the bank’s
auditor in the last five years or does not represent a guarantee of impartial valuation.

(4) The person to be appointed valuer shall notify the Czech National Bank without undue
delay of facts that could, in his opinion, cast doubt on his impartiality. The valuer shall also
have this obligation if he discovers such facts during the performance of his duties.

(5) The Czech National Bank shall specify the valuer’s remuneration or the method of
determination thereof, as well as the due date thereof. The valuer’s remuneration shall
represent a cost associated with conservatorship pursuant to Article 27(2) and shall also
include the valuer’s necessary expenses. If the bank’s assets are insufficient to cover the
remuneration or part thereof, the Czech National Bank shall pay the remuneration or the said
part thereof to the valuer; a claim of the Czech National Bank vis-a-vis the bank under
conservatorship shall thereby arise.

(6) The Czech National Bank may dismiss the valuer if the valuer breaches the duties
stipulated in this Act in a serious manner, and appoint a new valuer. For the same reason the
Czech National Bank may reduce the valuer’s remuneration. For serious reasons the Czech
National Bank may also dismiss the valuer at his own request. Any appeal filed shall not have
suspensory effect.

(7) The dismissed valuer shall provide the newly appointed valuer with all assistance needed
to perform his duties. The Czech National Bank may impose a fine of CZK 1,000,000 on him
if this duty is breached, and may do so repeatedly.

(8) The provisions of Articles 29b and 29c shall apply mutatis mutandis to the sale of a part of
the business.

Article 30

(1) The Czech National Bank may impose conservatorship in the situation where
shortcomings in a bank’s activities endanger the stability of the banking or financial system.

(2) Should conservatorship be imposed on a bank that has a branch in a host state, the Czech
National Bank shall inform the host supervisory authority of the intention to impose
conservatorship and of any restricted disposal of deposits and any restricted payments to
persons with a special relation to the bank pursuant to Articles 29(3) and 29(4); such
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information shall be disclosed before the decision is taken or immediately thereafter if the
matter brooks no delay. The information shall contain notification of the possible
consequences of the imposition of conservatorship and/or the restricted disposal of deposits.

(3) The conservator shall exercise his powers laid down in this Act in the territories of other
Member States, with the exception of the use of coercive means or any other use of force and
the power to issue binding decisions on disputes and other proceedings falling within the
jurisdiction of the courts and administrative bodies of the relevant state.

(4) The conservator shall show an authenticated, non-superlegalised copy of the decision to
impose conservatorship, translated into the official language of the relevant state, where
requested. The conservator shall, where possible, exercise his powers laid down in this Act in
the territories of third states.

(5) In exercising his powers in the territories of Member States, the conservator shall comply
with the law of the relevant state, in particular with regard to procedures for the realisation of
assets and the provision of information to employees. Where necessary for the purposes of
performing conservatorship in compliance with the legal rules of the relevant state, the
conservator shall request that the information about the imposition of conservatorship be
registered in the land register, the commercial register or any other public register. The
registration costs shall be borne by the bank.

Article 31

(1) Conservatorship shall be recorded in the Companies Register.” Proposed entries relating
to conservatorship shall be submitted by the Czech National Bank.

(2) A court of law shall, at the proposal of the Czech National Bank, record in the Companies
Register the imposition of conservatorship, the termination of conservatorship, the dismissal
of a conservator and the appointment of a new conservator.

(3) The court shall rule on the conservator’s proposals concerning the entry in the Companies
Register within three days of delivery thereof.

Article 32

(1) During conservatorship, the Czech National Bank may render financial assistance to the
bank in question to overcome any temporary shortage of liquidity.

(2) Claims for repayment of the financial assistance rendered by the Czech National Bank
pursuant to paragraph 1 shall have priority over all other liabilities of the bank.

Article 33

(1) Conservatorship shall be terminated:
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a) by the serving of a decision of the Czech National Bank to terminate conservatorship;
b) upon the appointment of a liquidator;

c) by declaration of bankruptcy; or

d) upon the lapse of 24 months from the imposition of conservatorship.

(2) Conservatorship shall not be terminated upon the termination of a bank’s licence.
Article 33a

The provisions of this Act governing the imposition of conservatorship shall not affect the
exercise of rights and the fulfilment of obligations stemming from financial collateral
agreements pursuant to an act governing financial collateral agreements™ or pursuant to a
comparable foreign legal regulation if financial collateral was agreed and originated before
the imposition of conservatorship. This shall also apply where financial collateral was agreed
on the day of, but after, the imposition of conservatorship, unless the financial collateral taker
knew about this fact or should have and could have known about it. Neither shall the
provisions of this Act governing imposition of conservatorship affect close-out netting
pursuant to an act governing business activities on the capital market® if close-out netting
was concluded before the imposition of conservatorship.

PART TEN
Revocation of the licence

Article 34

(1) If serious shortcomings persist in the activities of a bank or foreign bank branch, or if a
bank fails, the Czech National Bank shall revoke its licence; such a measure need not be
preceded by the imposition of conservatorship.

(2) The licence may also be revoked if:

a) the bank does not start its activities within twelve months of being granted its licence or if
it has ceased to accept deposits from, or provide loans to, the public for six months or more,

b) the licence was obtained through false information stated in the application.

(3) The Czech National Bank shall revoke the licence if it becomes aware that the bank’s
capital on a solo basis is lower than one third of the sum of its individual capital requirements.
The Czech National Bank shall not be obliged to revoke the licence in this case if the bank is
a bank under conservatorship or a special-purpose bank.

Article 35

(1) The decision to revoke a licence shall be published in the Commercial Bulletin; in
addition, in the case of a foreign bank branch, notification shall be given to the competent
banking supervisory authority in the relevant state.
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(2) As from the date on which the decision to revoke the licence becomes legally valid, the
legal entity concerned may not accept deposits or provide loans or carry on any other
activities, except for those necessary for the settlement of its claims and liabilities; such an
entity is regarded as a bank as defined by this Act until it settles its claims and liabilities.

(3) The Czech National Bank shall serve its decision to revoke the licence on the statutory
body of the bank. At the same time, the Czech National Bank shall notify the banking
supervisory authorities of the states in which the bank has branches of this decision.

(4) The Czech National Bank shall serve the decision to revoke a licence granted to a foreign
bank branch on the person authorised to manage the branch.

PART ELEVEN
Bank liquidation

Article 36

(1) If a bank is wound up and liquidated, the Czech National Bank shall have exclusive
authority to submit a proposal for the nomination of the liquidator. In addition, the Czech
National Bank shall have exclusive authority to submit a proposal for the dismissal of the
liquidator and for the nomination of a new liquidator or a proposal for the winding up of the
joint-stock company if the bank’s licence has been revoked. The court shall rule on the Czech
National Bank’s proposal the within 24 hours of the proposal being submitted.

(2) The liquidator may be a natural person or a legal entity. The liquidator may not be a
person who has, or has had, a special relation to the bank, who is, or has been in the last five
years, the bank’s auditor, or who has contributed to the bank’s audit in any way. The Czech
National Bank shall set the amount and payment date of the liquidator’s remuneration taking
due consideration of the extent of the activities involved.

(3) Natural persons who have become privy to information subject to banking secrecy during
the course of a bank’s liquidation shall maintain confidentiality in accordance with Article 39
of this Act mutatis mutandis.

(4) The liquidator shall submit to the Czech National Bank at the earliest opportunity the
financial statements and documents prepared during the course of liquidation in compliance
with the Commercial Code and, at the written request of the Czech National Bank, other
documents necessary for assessing the liquidator’s activities and the course of the liquidation.

(5) The liquidator shall enforce performance in respect of invalid legal acts (Article 12(2)).

PART TWELVE
Common provisions
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Article 37

(1) Banks shall provide services to their clients on a contractual basis. A bank may refuse to
provide services should the client remain anonymous.

(2) For the purposes of banking transactions, banks and foreign bank branches shall collect
and process the data on entities, including birth certificate number, where allocated
(excluding sensitive data on natural persons) necessary to allow the banking transaction to be
executed without the bank incurring undue legal and material risks. The data shall be
adequate to the legal and material risks of the banking transaction with the subject of the data
and relevant to the assessment of such risks. The data collected and processed in this manner
are subject to the provisions on banking secrecy (Article 38).

Article 38

(1) All the banking transactions and financial services of banks, including account balances
and deposits, shall be subject to banking secrecy.

(2) A bank shall submit a report on all matters that are subject to banking secrecy to the
persons authorised to perform banking supervision. Exchange of information between the
Czech National Bank and the banking supervisory authorities and like institutions of other
countries shall not be deemed a breach of banking secrecy if the subject of exchange is
information on entities which operate or wish to start operating within the territory of the
relevant state. Disclosure of information on a client and on a client’s transactions shall also
not be deemed a breach of banking secrecy in the case of the reporting of a criminal act or the
discharge of a notification duty under the Act on Certain Measures against Money Laundering
and Terrorist Financing or under the Act on the Imposition of International Sanctions.

(3) Reports on matters concerning a client which are subject to banking secrecy may be
submitted by a bank without the client’s consent only upon the written request of:

a) a court of law for the purposes of civil proceedings;?

b) a law enforcement authority under conditions laid down by a special legislative act;®

c) the tax authorities under the conditions laid down by the Tax Administration Code;

d) the financial arbiter when making decisions pursuant to special legal rule® in disputes
between a petitioner and an institution;

e) the Ministry of Finance under conditions laid down by the Act on Certain Measures against
Money Laundering and Terrorist Financing or the Act the Imposition of International
Sanctions;

f) the social security authorities, in matters of proceedings concerning social security
payments and contributions to the state employment policy owed by the client, including
outstanding additional premiums, late payment fees and fines, the health insurance authorities
in matters of proceedings concerning overpayments of sickness benefits, compensation as a
result of recourse and outstanding fines, the social security authorities or municipal
authorities of municipalities with extended competence or authorised municipal authorities, in
matters of proceedings concerning overpayments of social security benefits and outstanding
fines, or state welfare bodies in matters of proceedings concerning overpayments of welfare
benefits which the client is obliged to return; the same shall apply to the exaction of such
insurance payments, contributions and overpayments;
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g) health insurance companies in matters of proceedings concerning public health insurance
payments owed by the client; the same shall apply to the exaction of such insurance
payments;

h) a judicial executor authorised to perform execution pursuant to a special legislative act;™
i) a labour office in matters of proceedings concerning the return of funds provided to the
client from the state budget; the same shall apply to the exaction of such funds.

J) cancelled;

k) cancelled;

I) the National Security Authority, the intelligence service or the Ministry of the Interior when
carrying out security proceedings pursuant to a special legislative act'®. The written request
must contain information enabling the bank to identify the relevant matter.

(4) At the written request of the social security authorities or district authorities in matters of
proceedings concerning the return of a benefit remitted to an account after the death of the
recipient of the benefit, including exaction thereof, the bank shall communicate identification
data on its client who is the account holder and on persons entitled to dispose of funds on that
account and information on matters relating to that account, even without the consent of the
client. The bank shall also communicate such information at the written request of a labour
office after the death of a client.

(5) The bank shall be entitled to reimbursement of its material costs for providing the reports
referred to in paragraphs 3(a) and (h).

(6) For the purposes of executing a decision or a tax execution the bank shall communicate to
the competent person the bank connection of its client, i.e. the account number and the
identification code of the bank or foreign bank branch and the identification data of its client
who is the account holder, even without the consent of the client. The same duty of the bank
shall apply in respect of persons who prove that they have suffered damage as a result of their
own incorrect instruction to the bank or foreign bank branch and that without this information
they cannot exercise their right to the surrender of this ungrounded enrichment within the
meaning of the Civil Code. The bank shall be entitled to reimbursement of its material costs
for providing the information.

(7) If a client is in default with meeting his financial obligations toward a bank for a period
exceeding 60 days or fails to comply with his duties to the bank agreed in a contract or laid
down by law, the duty of the bank to maintain banking secrecy shall be restricted in that the
bank may inform other banks or third persons or the public of the breach of the contract by
the client, although it may only state the name of the client and the duty with which the client
failed to comply.

(8) The client may prevent this right from being exercised by concluding, within thirty days
of the failure to comply with the relevant duties, an agreement with the bank to remedy the
situation. The bank shall not be obliged to conclude such an agreement. If such an agreement
is not concluded within this period or if the client subsequently fails to adhere to the
agreement concluded, the bank may exercise its right under paragraph 7 without further
notice. The client may use the possibility referred to in this paragraph only once in a calendar
year.

(9) Paragraphs 1 to 8 and paragraph 11 shall also apply to foreign bank branches.

54



(10) In the context of its business activities within the territory of another state, a bank shall
submit a report on matters relating to a client that are subject to banking secrecy even without
the consent of the client in so far as is necessary to fulfil the obligations laid down by the law
of the state within the territory of which the bank carries on those activities. This is without

prejudice to the provisions of the special legislative act'®”.

(11) Providing information to another payment service provider or within the payment system
shall not constitute a breach of banking secrecy where it is necessary to prevent, investigate
and detect fraud in the payment system.

Article 38a

(1) In fulfilling their obligation to act with prudence when carrying on their activities, banks
and foreign bank branches may provide each other with bank account details, identification
data on account holders and information on matters attesting to the financial soundness and
trustworthiness of their clients, including via legal entities which are not banks. Holdings in
such legal entities may only be held by banks, which shall see to it that such legal entities
keep the information secret and protect it against misuse. Banks and foreign bank branches
shall treat information on the clients of another bank or foreign bank branch as if it were
information on their own clients.

(2) The Czech National Bank shall create a database (hereinafter referred to as the “register”)
from the information within the scope referred to in paragraph 1 obtained from banks, foreign
bank branches'® and other persons where a special legislative act so provides. Banks, foreign
bank branches, the Czech National Bank for the purposes of financial market supervision and
other persons where a special legislative act so provides shall have access to the information
in the register. The transfer of information into and from the register under the conditions laid
down by law shall not be deemed a breach of banking secrecy and the confidentiality
obligation. However, banks and foreign bank branches shall treat information on the clients of
another bank or foreign bank branch acquired from the register as if it were information on
their own clients.

(3) The Czech National Bank shall be entitled to grant access to the information in the register
under paragraph 2 on the basis of reciprocity to central banks and other institutions of EU
Member States that create databases comparable to the register, provided that the conditions
of access to this information and the manner of its protection in the Member State in question
are at a level at least comparable to that required by this Act. The comparability requirement
shall also be met where a broader group of entities has access to the information in the foreign
database.

(4) The Czech National Bank shall stipulate in a decree cases where it shall be possible to
request information pursuant to paragraphs 2 and 3 and detailed conditions for the provision
of such information.

(5) The client shall have the right to have an extract of the information kept on him in the
register made for the settlement of material costs.
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(6) A bank’s notification to a state prosecutor, to the police or to any other competent
authority of its suspicion that a criminal act or offence has been committed may not be
deemed a violation of Article 38.

Article 38b

A bank may disclose information that is otherwise subject to banking secrecy if such
disclosure is necessary for the purposes of supervision on a consolidated basis or
supplementary supervision®® and for the purposes of compliance with the prudential rules.
This shall be without prejudice to the provisions of the act governing the protection of
personal data'®.

Article 38c

The Czech National Bank shall discharge its consultation and information duties vis-a-vis the
banking supervisory authorities of other states, the bodies of international organisations and
other persons within the scope of international treaties. A breakdown of the basic consultation
and information matters is given in Articles 38d to 38i.

Article 38d

(1) The Czech National Bank shall inform the European Commission:

a) of the number and type of cases where it has refused to allow a bank or financial institution
fulfilling the conditions listed in Article 5e(1) having its registered office within the territory
of the Czech Republic to establish a branch in another Member State or where it has taken
measures pursuant to Article 26 against a branch pursuant to Article 5a(1),

b) of licences granted and revoked,

c) of the fact that a bank has become a subsidiary of an entity which is governed by the laws
of a state that is not a member of the European Union, and of the structure of the consolidated
group to which that bank belongs,

d) of any discriminatory measures applied against banks establishing branches in states that
are not members of the European Union,

e) of financial holding entities,

f) of any agreements pursuant to Article 26e(3),

g) of any measures pursuant to Article 26 taken against branches pursuant to Article 5a(1) in
emergencies and where such action is necessary in the interests of depositors,

h) does not exist,

i) of the application of the procedure laid down in Article 26bb to a branch referred to in
Article 5a(1).

2) The Czech National Bank shall inform the European Commission at its request of any
request:

a) for a licence made by a subsidiary of an entity governed by the laws of a state that is not a
member of the European Union,
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b) to acquire a holding in a bank made by an entity which is governed by the laws of a state
that is not a member of the European Union or by a subsidiary of an entity which is governed
by the laws of a state that is not a member of the European Union such that the applicant
would become the parent undertaking of the bank.

Article 38e

The Czech National Bank shall inform the competent supervisory authority of a Member
State:

a) of all consolidated groups containing a bank as well as a bank having its registered office
within the territory of the Member State or a financial institution fulfilling the conditions
listed in Article 5e(1) having its registered office within the territory of the Member State,

b) of any notification from a bank or financial institution fulfilling the conditions listed in
Article 5e(1) that it wishes to establish a branch within the territory of the Member State or to
provide services there, and of any changes thereto,

c) of the fact that a financial institution has ceased to fulfil the conditions listed in Article
5e(1),

d) of measures pursuant to Article 26 taken against branches pursuant to Article 5a(1) in
emergencies and where such action is necessary in the interests of depositors,

e) of the application of the procedure laid down in Article 26bb to a branch referred to in
Article 5a(1),

f) of the granting of consent pursuant to Article 29(3) where the bank concerned has a branch
within the territory of that state; in emergencies it shall provide such information to the
competent supervisory authority before consent is granted or immediately thereafter.

Article 38f

(1) Prior to making any decision to change or revoke the licence of a bank which has a branch
within the territory of a Member State, the Czech National Bank shall consult the banking
supervisory authority of that state. In emergencies, the Czech National Bank shall inform the
supervisory authority of its intention to change or revoke the licence. The Czech National
Bank shall, at the earliest opportunity, inform the banking supervisory authorities of the states
in which the bank has branches of the change or revocation of the licence. The same shall
apply where it intends to revoke the licence of a branch of a foreign bank having its registered
office outside the territories of the Member States if such bank has a branch within the
territories of the Member States; in such case, the Czech National Bank shall endeavour to
coordinate its activities with competent authorities in the Member States.

(2) The Czech National Bank shall without delay inform the competent supervisory authority
of the member state of the European Union in which a bank or foreign bank has a branch of

the issuance of an insolvency decision and the adjudication of bankruptcy on the assets of the
bank or foreign bank having its registered office outside the territories of the Member States.

Article 389
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The Czech National Bank may, after having first informed the banking supervisory authority
of the state concerned, carry out an on-site examination within the territory of a Member
State, or may request it to carry out such an examination.

Article 38h

(1) In the framework of exercising banking supervision, the Czech National Bank shall
collaborate with the banking supervisory authorities of other states, and in particular those
within the territory of which a bank has a branch or within the territory of which a foreign
bank having a branch carrying on activities within the territory of the Czech Republic has its
registered office.

(2) On request, the Czech National Bank shall supply the supervisory authorities referred to in
paragraph 1 with information:

a) on holdings in the bank or foreign bank,

b) on the management of the bank or foreign bank,

c) on the capital of financial institutions controlled by the bank or foreign bank,

d) on capital adequacy on a solo and consolidated basis,

e) on financial holding entities,

f) of relevance to the supervision of such banks or foreign banks, in particular with regard to
liquidity, solvency, deposit insurance, capital adequacy, consolidated supervision, accounting,
internal controls and monitoring of the risks arising from open positions on financial markets
within the territory of the Czech Republic or within the territory of the state in which the bank
has undertaken such risks.

(3) The Czech National Bank shall, on request or on its own initiative, also communicate to
the supervisory authorities of other Member States information that materially influences the
assessment of the financial situation of a foreign bank or financial institution in the Member
State concerned, in particular information concerning:

a) identification of the structure of a consolidated group, all major banks in this consolidated
group, and the authorities responsible for supervising the banks in this consolidated group,

b) procedures for the collection of information from the banks in a consolidated group, and
the verification of that information,

c) developments in a bank or another entity in a consolidated group which could seriously
jeopardise the financial situation of a bank in the consolidated group,

d) major sanctions and remedial measures of exceptional significance imposed on a bank in
accordance with this Act, in particular a requirement for a capital increase under Article
26(1)(h), and the non-granting of consent to the use of a special approach for the calculation
of a capital requirement under Article 12a(4) or (7) or the non-granting of consent to change a
special approach already in use.

(4) The Czech National Bank shall ask the supervisory authority of another Member State
exercising supervision of an entity which is a member of a consolidated group for the
information referred to in paragraph 3. In addition, it shall ask the authority exercising
supervision on a consolidated basis of a European parent bank for information regarding the
approaches and methods applied in respect of compliance with the prudential rules.
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Article 38i

(1) Prior to:

a) making a decision under Article 16(1) and Article 20(3),

b) imposing sanctions and remedial measures of exceptional significance, in particular a
requirement for a capital increase under Article 26(1)(h),

c) refusing an application for consent to the use of a special approach for the calculation of a
capital requirement under Article 12a(4) or (7)

the Czech National Bank shall consult with the supervisory authority exercising supervision
on a consolidated basis of the consolidated group to which the bank concerned belongs, and
with the other supervisory authorities also concerned.

(2) The Czech National Bank need not consult pursuant to paragraph 1 in cases of urgency or
where such consultation may jeopardise the effectiveness of the decisions. In this case, it shall
inform the other supervisory authorities without delay.

Acrticle 38j

(1) The Czech National Bank shall disclose in a manner which allows remote access:

a) up-to-date texts of the acts and the decrees and provisions of the Czech National Bank
governing the prudential rules for banks on a solo and consolidated basis, and related official
information of the Czech National Bank; this shall be without prejudice to the provisions of
special legal rules on the manner of promulgation of legal rules,

b) information on the manner of exercise of the options and discretions available to the
Member States and their supervisory authorities under European Community legislation in the
legal rules referred to in letter a),

c¢) information on the approach and methods used by the Czech National Bank in exercising
banking supervision pursuant to Article 25(3),

d) aggregate statistical data on compliance with the prudential rules by banks in the Czech
Republic,

e) the list of credit assessment agencies,

f) agreements to change the competent authority responsible for supervising a financial
holding entity group on a consolidated basis pursuant to Article 26e(3).

(2) The Czech National Bank shall disclose and regularly update the information referred to
in paragraph 1 in a manner which allows remote access in such a way as to enable comparison
with information of the same nature disclosed by banking supervisory authorities in other
Member States.

Article 39

(1) The employees of a bank and the members of its supervisory board are obliged to maintain
confidentiality in business matters that concern the interests of the bank and its clients. The
statutory body shall exempt the aforesaid from this obligation for the reasons listed in Article
38(2), (3), (4) and (6) and Article 38b. Provision of information in cases and for purposes
referred to in Articles 41d(2) and 41n shall not be considered contravention of the obligation
to maintain confidetiality in business matters.
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(2) The obligation to maintain confidentiality shall persist even after the employment or like
relationship has ceased.

Article 40

(1) Applications for a licence, for making changes thereto or for granting consent pursuant to
this Act shall be submitted by the applicant in writing to the Czech National Bank.

(2) Decisions regarding the changing of a licence shall be made by the Czech National Bank.

(3) The Czech National Bank shall issue its decision to grant a licence or to change a licence
or to reject an application for a licence or change in licence within six months of the date of
opening of the administrative proceedings and shall deliver its decision within that time limit.
If the application was incomplete and the Czech National Bank has asked for additions to be
made thereto, the Czech National Bank shall issue its decision within twelve months of the
date of opening of the administrative proceedings and shall deliver its decision within that
time limit.

(4) If, following the Czech National Bank’s request for additions to be made to the
application, the applicant again submits an incomplete application or fails to adhere to the
time limit set by the Czech National Bank for the additions to be made, the Czech National
Bank shall be entitled to stop the administrative proceedings.

(5) The decision on the application for consent pursuant to this Act shall be made within three
months of the date of opening of the administrative proceedings, save as otherwise provided
in this Act.

(6) Proper reasons must be given for rejection of the application for a licence or for making
changes thereto or for refusal to grant consent pursuant to this Act.

(7) In licensing proceedings and in proceedings to grant consent pursuant to Article 20(3) of
this Act, the Czech National Bank may request the necessary information on the parties to the
proceedings from the competent authorities.

(8) The Czech National Bank shall inform the Ministry of Finance of its final decisions
pursuant to Article 4(2), Article 5(3), Article 16(1)(b) and (c), Article 27(1), Article 29(3),
Article 34(1) and Article 40(2).

Article 41

(1) Appeals filed against decisions of the Czech National Bank shall be ruled on by the Bank
Board of the Czech National Bank. Such appeals shall have no suspensory effect. The
provision of the Administrative Procedure Code regarding the possible ways of terminating
appeals proceedings'® shall not apply.
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(2) Save as otherwise provided in this Act, the regulations on administrative proceedings®®
shall apply to proceedings concerning applications and licence revocations pursuant to this
Act.

PART THIRTEEN
Insurance of deposit claims

Article 41a

(1) The Deposit Insurance Fund (hereinafter referred to as the “Fund”) is hereby established.
The Fund shall be incorporated in the Companies Register as a legal entity.

(2) The Fund shall not be a state fund within the meaning of a special legislative act.*? No
special legal rules governing the insurance business shall apply to the insurance of deposit
claims.

(3) Without prejudice to Articles 5a(4) and 41l, all banks and branches of foreign banks
(hereinafter referred to as “banks” in this Part) shall participate in the deposit-claims
insurance scheme and contribute to the Fund to the extent laid down in this Act.

(4) The source of the Fund shall be contributions from banks and other income, in particular
yields on investment of funds, funds raised by the Fund in accordance with Article 411,
repayable financial assistance, and proceeds from closed insolvency and liquidation
proceedings.

(5) Drawings may only be made from the Fund to pay compensation for deposit claims to
eligible persons under the conditions laid down by this Act, and for the repayment of debts.
The costs of the Fund’s activities shall be covered from the yields on the investment of funds.
(6) The financial statements of the Fund must be verified by an auditor.

(7) The Fund shall cooperate wit the Czech National Bank and the Ministry of Finance when

carrying on its activities. The Czech National Bank shall notify the Fund in advance of a
possible procedure pursuant to Article 41d(1).

Article 41b
(1) The Fund shall be managed by a Board of Directors consisting of five members.

(2) The Chairman, the Vice-Chairman and other directors of the Fund shall be appointed and
dismissed by the Minister of Finance.

(3) The directors shall be appointed by the Minister of Finance for a five-year period, possibly

repeatedly. One director shall be appointed each year. There shall be no remuneration for
discharge of the office of director.

61



(4) A director shall perform his function with due professional care. In the event of a breach
of this obligation, a director shall be liable for any damage he causes:

a) in full in the case of intentional conduct,

b) up to a total of CZK 600,000 per term of office in the case of negligence.

(5) If a director terminates his membership of the Board prior to the lapse of his period of
office, a new director shall be appointed in his or her place. The new director’s period of
office shall end on the same date the period of office of his of her predecessor would have
ended.

(6) At least one director shall be appointed from among the employees of the Czech National
Bank and at the proposal of the Czech National Bank. At least two directors shall be
appointed from among the members of boards of directors of banks. Directors shall be
entitled to reimbursement of the expenses incurred in connection with the discharge of their
office.

(7) Details concerning the activities and powers of the Fund shall be laid down in the Statute
of the Fund to be issued by the Board of Directors after having first received the consent of
the Ministry of Finance. The consent of the Ministry of Finance shall be also required for an
amendment of the Statute of the Fund.

(8) Directors of the Fund, employees of the fund and other persons authorised to perform
activities relating to the payment of compensation from the Fund shall maintain
confidentiality regarding all information acquired in the context of the performance of their
occupation, employment or duties. Provision of information in cases and for purposes referred
to in Articles 38(2) to (4) and (6), 41g(1), 41n and 410(2) shall not be considered
contravention of the obligation to maintain confidentiality in business matters. The provisions
of Articles 38(5) and 39(2) shall apply mutatis mutandis.

Article 41c

(1) Insured shall be all claims arising from deposits, including interest accrued, held in the
Czech currency or in a foreign currency, registered as credit balances on accounts or deposit
books or evidenced by a certificate of deposit, deposit slip or other comparable document,
except for the claims referred to in paragraph 2 and subject to compliance with the
identification requirements provided for in paragraph 3.

(2) Uninsured shall be the deposit claims of banks, foreign banks, financial institutions, health
insurance companies and state funds. This shall not apply in the cases referred to in Article
41f. Also uninsured shall be the deposit claims that a bank is entitled to include partly in its
capital (subordinated debt).

(3) A bank shall ensure identification of depositors when maintaining their accounts or when
accepting their deposits in any other form and shall keep identification data on its depositors
and information about the amount of and reason for the insured deposit claim in its files.
“identification data” shall mean:
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a) in the case of natural persons: the first name, surname, address, birth certificate number,
and if not allocated, date of birth or identification number,

b) in the case of legal entities: the commercial name or designation of the legal entity, its
registered office and, for domestic legal entities, its identification number.

(4) The identification data referred to in paragraph 3 shall be stated in the account contract, in
the deposit book and on the certificate of deposit, deposit slip or other comparable document
evidencing the acceptance of the deposit.

(5) The deposit-claims insurance scheme shall not apply to bills of exchange and other
securities.

(6) The contribution of a bank to the Fund shall be 0.04% of the average volume of insured
deposit claims for the relevant calendar quarter. The bank shall calculate the average volume
of insured deposit claims using the stock of insured deposit claims as of the last day of each
calendar month of the relevant calendar quarter, including interest accrued to each depositor
as of the same day. The calculation shall be made in the Czech currency. In the case of claims
arising from deposits held in a foreign currency, the foreign exchange market rate announced
by the Czech National Bank as of the date on which the calculation is made shall be used for
conversion into the Czech currency.

(7) The contribution of a building savings bank to the Fund shall be 0.02% of the average
volume of insured deposit claims for the relevant calendar quarter. The building savings bank
shall calculate the average volume of insured deposit claims using the stock of insured deposit
claims as of the last day of each calendar month of the relevant calendar quarter, including
interest accrued to each depositor as of the same day, excluding advance payments of state
support.

(8) If the volume of funds of the Fund falls below 1.5% of the total volume of deposit claims
insured with the Fund, the Fund shall issue a notification thereof, which shall be published in
a manner allowing remote access. In this case the contribution of banks shall be 0.01% of the
average volume of insured deposit claims calculated in accordance with paragraph 6 and the
contribution of building savings banks shall be 0.005% of the average volume of insured
deposit claims calculated in accordance with paragraph 7 as from the calendar quarter
following the notification publication date.

(9) If the volume of funds of the Fund falls below 1.5% of the total volume of deposit claims
insured with the Fund and in cases other than those referred to in Article 41k, the Fund shall
issue a notification thereof, which shall be published in a manner allowing remote access. In
this case the amount of the contribution of

a) banks shall be subject to the rate referred to in paragraph 6;

b) building savings banks shall be subject to the rate referred to in paragraph 7,

as from the calendar quarter following the notification publication date.

(10) A bank shall pay its contribution to the Fund for the relevant calendar quarter by the end
of the calendar month following the end of the calendar quarter at the latest. The contribution
shall be paid in Czech koruna. The Fund shall inform the Czech National Bank of any non-
payment of a contribution without any delay. If the bank is in default in payment, it shall be
obliged to pay the Fund interest on late payment stipulated by civil regulations.
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(11) The bank shall maintain a register of information pursuant to paragraph 3 and in cases
stipulated in this Act (Articles 41d(2) and 41n) provide the Fund with this information. The
Ministry of Finance shall stipulate the form, structure and manner of maintaining and
providing information in a decree.

Article 41d

(1) Compensation for an insured deposit claim shall be paid from the Fund to an eligible
person after the Fund receives notification in writing from the Czech National Bank, or, in the
case of a foreign bank branch pursuant to Article 5a having supplementary insurance pursuant
to Article 41m, from the home country banking supervisory authority, that the bank is unable
to meet its commitments to eligible persons under the legal and contractual conditions. Such
notification shall be issued at the latest five working days after the date on which the material
fact was established, and the bank or former bank must be informed thereof in writing. The
date on which the Fund receives this notification, shall be considered the record date. The
Czech National Bank shall publish information about when the record date occurred in a
manner allowing remote access.

(2) The bank or former bank, liquidator, trustee or insolvency trustee shall, within eight
working days of the record date, provide the Fund with information kept pursuant to Article
41c(3).

(3) No later than 12 working days from the record date, the Fund shall determine the date,
place and manner of payment of compensation, make this information publicly known in an
appropriate manner and notify the Ministry of Finance and the Czech National Bank. The
Fund must be able to pay compensation to eligible persons within 20 working days of the
record date. In wholly exceptional circumstances and after receiving the consent of the Czech
National Bank and the Ministry of Finance, the Fund may grant an extension of no more than
ten working days.

(4) The Fund shall inform the Czech National Bank of any failure to fulfil the obligation
referred to in paragraph 2 at the earliest opportunity.

(5) The liquidator, trustee or insolvency trustee shall commit an offence by failing to fulfil the
obligation stipulated in paragraph 2. The Czech National Bank may impose a fine of up to
CZK 500,000 for this offence. The Czech National Bank shall impose a fine of up to CZK
500,000 on a bank or former bank that breaches the obligation stipulated in paragraph 2.

Article 41e

(1) To calculate the compensation, all the eligible person’s insured deposit claims at the bank,
including shares in accounts kept for two or more joint account holders, shall be summed
according to the position as of the record date. The share of a joint account holder shall be
equal to a fraction with the total amount in the account as the numerator and the number of
joint account holders as the denominator, unless the eligible persons when opening or
disposing of the account provide evidence of a different share. The bank shall note the
different share in its records. Any different share specified after the record date shall not be

64



taken into consideration. The calculation shall be made in the Czech currency, conversion
into the Czech currency shall be carried out for claims arising from deposits held in a foreign
currency using the foreign exchange market rate announced by the Czech National Bank as of
the record date. Interest calculated as of the record date shall form part of the insured deposit
claim. The compensation shall be paid in the Czech currency. The right of an eligible person
to payment of compensation from the Fund shall be a right associated with the deposit claim.
(2) The compensation paid to an eligible person shall be the sum calculated in accordance
with paragraph 1 up to a maximum of EUR 100,000 per eligible person per bank, unless
stipulated otherwise in a directly applicable regulation of the European Communities. The
equivalent of the limit in Czech koruna shall be calculated using the foreign exchange market
rate announced by the Czech National Bank as of the record date.

(3) The government may increase the amount referred to in paragraph 2 in a regulation based
on relevant EC regulations'??.

Article 41f

(1) The funds of two or more persons deposited on a single account shall constitute a deposit
claim with special treatment.

(2) On opening the account referred to in paragraph 1 or on the first occasion of disposing of
such an existing account, the account holder shall notify the bank in writing of the fact that
the funds of two or more persons are deposited on the account, provide evidence of the share
of each of them, identify those persons to the extent laid down in Article 41c(3) and
demonstrate the truthfulness of this information. The bank shall treat deposits in such an
account as any other insured deposit claim and shall keep information on them in its records.

(3) For the purposes of calculating compensation from the Fund for a claim arising from a
deposit on the account referred to in paragraph 1, the bank shall submit to the Fund a
breakdown of the deposit claims by person and the amounts falling to each of them, and shall
demonstrate the truthfulness of the information. It shall submit the information to the Fund.

(4) Compensation for a deposit claim with special treatment shall be paid to the eligible
persons in an amount equal to that which would have been paid had each of the
aforementioned eligible persons had the funds registered on their own accounts.

(5) Where the real owner of the funds differs from the account holder, the compensation shall
be paid to the real owner. The account holder shall notify the bank of this fact on opening the
account or on the first occasion of disposing of the account and shall identify the real owner
of the funds to the extent laid down in Article 41c(3). The bank shall record this information
in the account contract or in another document the issuance of which is associated with the
acceptance of the deposit, and in its records.

(6) Any notification pursuant to paragraphs 2 and 5 made by the account holder after the
record date shall not be taken into consideration.

(7) A payment institution or small-scale payment service provider on whose account are

recorded funds entrusted to it by payment service users in order to execute a payment
transaction™® shall notify the bank thereof in writing without undue delay; in such case it shall
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not be subject to the obligation stipulated in the first sentence of paragraph 2 and the second
sentence of paragraph 5. The identification of the real owner pursuant to paragraph 5 shall be
based on the records of the payment institution or small-scale payment service provider as of
the record date. A payment institution or small-scale payment service provider shall maintain
a register of information pursuant to Article 41c(3) and submit it to the bank on demand
without any delay in cases stipulated in Articles 41d or 41n.

(8) Paragraph 7 shall apply mutatis mutandis to an investment firm on whose account are
recorded funds constituting client assets under the act governing capital market

undertakings™.

(9) A bank is entitled to use information that it receives from an entity referred to in
paragraphs 7 or 8 only to fulfil its duties to the Fund in accordance with this part of the Act
and in cases referred to in Article 38(2) to (4) and (6).

Article 419

(1) The Fund shall cooperate to the necessary extent to ensure the payment of compensation
and exchange information with entities through which it ensures the payment of
compensation.

(2) The following persons shall not be eligible for the payment of compensation from the
Fund:

a) persons having a special relation to the bank concerned, except for the persons referred to
in Article 19(e),

b) persons otherwise eligible if it has been proven by a final and conclusive judgment that the
deposit originates from criminal activity.

(3) The Fund shall suspend the payment of compensation for those deposit claims regarding
which it becomes clear during the course of criminal proceedings that they are deposit claims
within the meaning of paragraph 2(b).

(4) The duty to render a contribution to the Fund from the deposit claims of the persons
referred to in paragraph 2 shall remain unaffected.

(5) For the purposes of calculating the amount to be paid to an eligible person, no account
shall be taken of accruals of insured deposit claims which occur:

a) on the basis of in-bank transfers made between individual accounts maintained with the
same bank after the record date,

b) as a result of the assignment of a deposit claim made after the record date.

Article 41h

(1) As of the date of commencement of payments, the claim of an eligible person on a bank
shall be decreased by an amount equalling his right to payment of compensation from the
Fund.
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(2) As of the date referred to in paragraph 1, the Fund shall become a creditor of the bank in
the amount of the rights of eligible persons to payment of compensation from the Fund.

(3) The right of an eligible person to payment of compensation from the Fund shall be
forfeited upon the lapse of three years from the date determined as the date of commencement
of payments.

Article 41i

Wherever the resources of the Fund are not sufficient for payment of the compensation laid
down by law, the Fund shall raise the necessary funds on the market. The Fund shall see to it
that the conditions under which the funds are provided to the Fund are as advantageous to it
as possible. If the Fund is not able to raise funds on the financial market before the date of
commencement of the payment of compensation pursuant to Article 41d, it may be provided
at its request with a subsidy or repayable financial assistance of the necessary amount from
the state budget.

Article 41

The Fund may only invest its funds in a safe manner in compliance with its Statute.

Article 41k

Where the Fund has been granted a loan or any other form of repayable financial assistance
(Article 41i), the contribution of banks to the Fund shall, as from the calendar quarter
following the granting of the loan or other forms of repayable financial assistance, be
increased to double the percentage rate laid down in Article 41c(6) and (7). In the calendar
quarter following the repayment of the loan or other forms of repayable financial assistance,
the contribution shall be reduced to the percentage rate laid down in Article 41¢(6) and (7).

Article 411

(1) Foreign bank branches shall not be obliged to participate in the deposit-claims insurance
scheme provided that they notify the Czech National Bank of their intention and at the same
time demonstrate that the deposit-claims insurance scheme in which they do participate
ensures eligible persons a level of protection at least the same as that required by European
Community law.

(2) This shall be without prejudice to the obligation of the foreign bank branch to pay a
contribution to the Fund for the relevant part of the calendar quarter in which it made the
notification referred to in paragraph 1.

Article 41m
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(1) Foreign bank branches may take out supplementary deposit-claims insurance under
contract with the Fund. The supplementary insurance must be such that the amount up to
which deposit claims are insured overall, including supplementary insurance, does not exceed
the equivalent of EUR 100,000. The contribution to the Fund shall equal the contribution
referred to in Article 41c multiplied by a fraction whose numerator shall be the difference
between the amount up to which deposit claims are insured overall, including supplementary
insurance and the limit for maximum compensation under the deposit-claims insurance
scheme in which the branch participates, and whose denominator shall be the amount up to
which deposit claims are insured overall, including supplementary insurance.

(2) The supplementary insurance referred to in paragraph 1 shall be terminated by agreement
or by serving notice of withdrawal from the contract with a three-month notice period which
shall start running on the first day of the calendar quarter following the date on which notice
was served. The Fund may withdraw from the contract only if the foreign bank branch fails to
fulfil its obligations toward the Fund, although in the case of a foreign bank branch pursuant
to Article 5a it may do so only if Article 5a(6) was complied with. The foreign bank branch
may withdraw from the contract without giving its reasons. The foreign bank branch shall
inform clients of these facts on its premises.

(3) Banks may not make use in advertising of differences in deposit-claims insurance between
Member States.

Article 41n

The Fund shall verify the functioning of the compensation payment system at least once a
year. In doing so, it shall cooperate with the Czech National Bank, the Ministry of Finance
and banks, which are obliged to provide the Fund at the Fund’s request and within the time
limit stipulated by the Fund with information maintained pursuant to Article 41¢(3). The Fund
shall be obliged to submit the report on the results to the Czech National Bank and the
Ministry of Finance without any delay.

Article 410

(1) The Fund shall cooperate with foreign deposit-claim insurance scheme operators when
carrying on its activities.

(2) Where so stipulated by an agreement between the Fund and a foreign deposit-claim
insurance scheme operator, in the event of failure of

a) a foreign bank carrying on business in the Czech Republic through a branch, the Fund may
be involved in the payment of compensation from the foreign deposit-claim insurance scheme
in which the foreign bank participates,

b) a bank having its registered office in the Czech Republic carrying on business abroad
through a branch, the foreign deposit-claim insurance scheme may be involved in the payment
of compensation from the Fund.

PART FOURTEEN
Transitional and final provisions
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Article 42

Legal entities operating as banks or savings banks as defined in Act No. 158/1989 Caoll., on
Banks and Savings Banks, shall be deemed banks pursuant to this Act from the date on which
this Act takes effect.

Article 43

Loans provided by banks in accordance with the existing regulations shall be deemed loans
pursuant to this Act.

Article 44
cancelled

Article 44a
cancelled

Article 45

If a bank is obliged to grant loans under specified conditions in accordance with a legal rule
issued prior to the entry into effect of this Act and if it thereby incurs a loss, the bank shall be
entitled to reimbursement of this loss from the state budget to which it has a transfer or tax
duty.

Article 46

Act No. 158/1989 Coll., on Banks and Savings Banks, is hereby repealed.

Article 47

This Act shall take effect on 1 February 1992.

XXX

1) Directive 94/19/EC of the European Parliament and of the Council of 30 May 1994 on deposit-guarantee
schemes, as amended by Directive 2005/1/EC of the European Parliament and of the Council and Directive
2009/14/EC.

Directive 2001/24/EC of the European Parliament and of the Council of 4 April 2001 on the reorganisation and
winding up of credit institutions.
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Directive 2006/48/EC of the European Parliament and of the Council of 14 June 2006 relating to the taking up
and pursuit of the business of credit institutions (recast), as amended by Directive 2007/18/EC of the
Commission, Directives 2007/44/EC, 2007/64/EC and 2008/24/EC of the European Parliament and of the
Council and Directive 2009/83/EC of the Commission.

Directive 2006/49/EC of the European Parliament and of the Council of 14 June 2006 on the capital adequacy of
investment firms and credit institutions (recast), as amended by Directive 2008/23/EC of the European
Parliament and of the Council and Directive 2009/27/EC of the Commission.

Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004 on the
harmonisation of transparency requirements in relation to information about issuers whose securities are
admitted to trading on a regulated market and amending Directive 2001/34/EC, as amended by Directive
2008/22/EC of the European Parliament and of the Council.

Commission Directive 2007/14/EC of 8 March 2007 laying down detailed rules for the implementation of
certain provisions of Directive 2004/109/EC on the harmonisation of transparency requirements in relation to
information about issuers whose securities are admitted to trading on a regulated market.

Directive 2007/44/EC of the European Parliament and of the Council of 5 September 2007 amending Council
Directive 92/49/EEC and Directives 2002/83/EC, 2004/39/EC, 2005/68/EC and 2006/48/EC as regards
procedural rules and evaluation criteria for the prudential assessment of acquisitions and increase of holdings in
the financial sector.

1a) The Commercial Code.

1b) Act No. 256/2004 Coll., on Capital Market Undertakings.

2) Czech National Council Act No. 6/1993 Coll., on the Czech National Bank, as amended by Act No. 60/1993
Caoll.

3) Article 33 of Act No. 337/1992 Coll., on the Administration of Taxes and Fees, as amended.

3a) Act No. 254/200 Coll., on Auditors and on the Amendment of Act No. 165/1998 Coll., as amended by Act
No. 209/2002 Coll., Act No. 169/2004 Coll., Act No. 284/2004 Coll., Act No. 56/2006 Coll., Act No. 57/2006
Coll., and Act No. 70/2006 Coll.

3b) Article 10(1) of Act No. 143/2001 Coll., on the Protection of Economic Competition.

3c¢) Regulation (EC) No 1060/2009 of the European Parliament and of the Council of 16 September 2009 on
credit rating agencies.

4) Act No. 63/1991 Caoll., on the Protection of Economic Competition, as amended.

4b) Article 4(2)(g) and (h) and Article 4(3)(f) of Act No. 256/2004 Coll., on Capital Market Undertakings, as
amended by Act No. 230/2008 Caoll.

4c) Article 196a of the Commercial Code

4d) Act No. 591/1992 Coll., on Securities, as amended.

5) Article 116 of the Civil Code No. 40/1964 Coll., as amended.

5a) Articles 14 and 15 of Czech National Council Act No. 591/1992 Coll., on Securities, as amended

Article 1(d) of Act No. 219/1995 Coll., the Foreign Exchange Act.

6) Act No. 563/1991 Coll., on Accounting.

6a) The Civil Code.

6e) Act No. 96/1993 Coll., on Building Savings Schemes and State Support for Building Savings Schemes, as
amended.

6¢) Act No. 586/1992 Coll., on Income Taxes, as amended.

6i) Article 531(1) of the Civil Code.

7a) Article 27a et seq. of the Commercial Code.

8) Civil Procedure Code No. 99/1963 Coll., as amended.

9) Act No. 141/1961 Coll., on Criminal Proceedings (Criminal Procedure Code), as amended.

9a) e.g. Act No. 530/1990 Coll., as amended.

9b) Act No. 120/2001 Coll., on Judicial Executors and Executory Activities (Executory Procedure Code) and on
the Amendment of Other Acts.

10c) Act No. 412/2005 Coll., on Protection of Classified Information and on Security Clearance.

10b) Act No. 101/2000 Coll., on Personal Data Protection and to the Amendment of Other Acts, as amended
10a) Article 41(2) of Act No. 6/1993 Coll., on the Czech National Bank, as amended.

10) Article 152(5) of Act No. 500/2004 Coll., Administrative Procedure Code.
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12) Czech National Council Act No. 576/1990 Coll., on the Rules for Financial Management of the Budgetary
Funds of the Czech Republic and of Municipalities in the Czech Republic (the National Budget Rules), as
amended.

12a) Article 7(7) of Directive 94/19/EC of the European Parliament and of the Council, as amended by Directive
2009/14/EC of the European Parliament and of the Council.

13) Article 19 of Act No. 284/2009 Coll., the Payment System Act.

14) Article 2(1)(h) of Act No. 256/2004 Coll., on Capital Market Undertakings, as amended by Act No.
120/2007 Coll. and Act No. 230/2008 Coll.

15) Act No. 408/2010 Coll., on Financial Collateral.

16) Article 193 of Act No. 256/2004 Coll., on Capital Market Undertakings, as amended by Act N0.409/2010
Coll.
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ANNEX7

Act No. 253/2008 Coll.
June 5, 2008

as amended by:

- Act No. 285/2009 Coll., amending selected acts in relation to the adoption of the Act on
Payment Transactions (in effect since November 1, 2009),

The Parliament of the Czech Republic has adopted this Act:

PART ONE
INTRODUCTORY PROVISIONS

Section 1
Subject of Law

This Act transposes the relevant European Community legislation” and, in relation to the directly
applicable European Community legislation®, shall regulate the following:
a) selected measures against legitimisation of proceeds of crime and financing of terrorism,
b} selected rights and responsibilities of natural and legal persons in enforcing measures against
legitimisation of proceeds of ¢rime and financing of terrorism,
in order to prevent abuse of the financial system for the purposes of legitimisation of proceeds of
crime and financing of terrorism and to create appropriate conditions to detect such activities.

Section 2
Obliged Entities

(1) For the purposes of this act, the obliged entity shall be understood as:
a) a credit institution in a form of;

1. abank,

2. acooperative savings or credit union,

3. an electronic money institution,

4. anissuer of electronic money of small extent,

b) a financial institution, which is an undertaking other than a credit institution, such as:

1. the Central Depository, the entity maintaining a register related to the Central Register of
Securities maintained by the Central Depository, the entity maintaining an independent
register of investment instruments, the entity maintaining a register related to the
independent register of investment instruments®,

2. an administrator of investment tools market,

3. a perss?n licensed to provide investment services® with the exception of an investment
broker”,

K Directive 2006/60/EC of the European Parliament and of the Council of 26 October 2005 on the prevention of the
use of the financial system for the purpose of money laundering and terrorist financing.
Commission Directive 2006/70/EC of 1 August 2008, laying down im plementing measures for Directive 2005/60/EC
of the European Parliament and of the Council as regards the definition of ‘politically exposed person’ and the
technical criteria for simplified customer due diligence procedures and for exemption on grounds of a financial
activity conducted on an occasional or very limited basis.

A Regulation (EC) No 1889/2005 of the European Parliament and of the Council of 26 October 2005 on controls of
cash entering or leaving the Community.
Regulation (EC) No 1781/2006 of the European Parliament and of the Council of November 15, 2006 on information
on the payer accompanying transfers of funds.

3 No. 284/2009 Coll., the Payment Transactions Act.

4 Sections 91 to 115, Act No. 256/2004 Coll., on Enterprising on the capital market, as amended.

% Section 4, Act No. 256/2004 Coll., as amended.

& Section 29, Act No. 256/2004 Coll., as amended by Act No. 56/2008 Coll.
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c)

d)

Y

9)

an investment company, an investment fund, or a pension fund,

a payment institution, a provider of small extent payment services,

a person authorized to provide or trade with leasing, guarantees, credit or loans,

a person authorized to broker savings, leasing, credit or loans,

an insurance or re-insurance company, an insurance agent or an insurance settlement

agent performing activities related to life insurance”, with the exception or an insurance

agent whose liability for damage is borne by their contracting insurance company,

a person authorised to buy and trade in debt and receivables,

0. a person licensed to perform foreign currency exchange pursuant to the Foreign Currency

Act,

11. a person not mentioned in 1 to 10, licensed to provide or broker payment services or postal
services intended to transfer funds,

12. a person licensed to provide consuitancy services to private business in matters concerning
equity, business strategy, merge, or acquisition,

13. a person providing services of financial brokerage,

14. a person providing services of safekeeping of valuables,

a holder of a licence to operate betting games in casinos in compliance with the Act on lotteries

and other similar games,

a legal or natural person authorised to act as a real estate trader or broker,

an auditor, tax advisor, or chartered accountant,

a licensed executor performing other activities of an executor pursuant to the Executor’s rules of

procedure as well as safekeeping of money, securities, or other valuables,

a public notary providing notarized safekeeping services®; a lawyer or a public notary offering

the service of safekeeping money, securities, or other customer’s valuables; or a lawyer or

a public notary required by the customer to represent them or to act on their behalf in the

following:

1. buying or selling real estate, business entity, or its part?,

2. managing of customer assets, such as money, securities, business shares, or any other
assets, including representation of the customer or acting on their account in relation to
opening bank accounts in banks or foreign financial institutions or establishing and
managing securities accounts, or

3. establishing, managing, or operating a company, business group, or any other similar
entrepreneurial entity regardless of its status of a natural/legal person as well as receiving
and gathering of money or other vaiuabies for the purpose of establishing, managing, or
controlling such entity, or

4. providing services of collection, payments, transfers, deposits, or withdrawals in wire or
cash transactions, or any other conduct aimed at or directly triggering movement of money,

a person not regulated by para a) to g), providing the following professional services to another

person:

1. establishing legal persons,

2. acting as a statutory body or its member, or acting as person appointed to act in the name
of or on behalf of a legal person, or another person in a similar position, should such service
be only temporary and should it be related to establishing and administration of a legal
person,

3. providing a business iocation, address, and possibly other related services to another legal
person,

4. acting as an appointed shareholder on behalf of another person in case this person is not
acting as a company whose securities have been accepted for trading at a regulated market
and which is subject to information disclosure reguirements equivalent to those laid down by
the European Communities law, or

5. acting in their name of or on their behalf in activities set forth in para g),

a person providing services under para h) in a framework of a trust or any other similar

contractual relationship under a foreign law,

N oA~

- 0

Section 2, para (1v), Act No. 363/1999 Coll., on Insurance industry, as amended.
Section 81 an on, Act No. 358/1992 Coll., on Notaries and their activities (Notary Act), as amended.
Section 5, Commercial Code.



)
k)

a)

a person licensed to trade in items of cuitural heritage'?, items of cultural value™ or to act as
intermediary in such services,

a person licensed to trade in used goods, act as intermediary in such trading, or receive used
goods in pawn.

(2) in addition, an obliged entity is:

a foreign legal or natural person as defined in para 1, operating in the territory of the Czech
Republic via its branch or subsidiary; such person meets the definition of an obliged entity in the
extent of activities performed by such branch or subsidiary,

a foreign national operating in the territory of the Czech Republic should they perform activities
set forth in para 1,

the Securities Centre,

entrepreneurs not listed in para 1, should they receive payments in cash in an amount of or
exceeding EUR 15,000, or

a legal person which is not a business should it be licensed to provide, in a form of a service,
any of the activities stipulated in para 1, or should it receive payments in cash in an amount of or
exceeding EUR 15,000.

(3) A person is not considered an obliged entity should it not perform activities stipulated in para

1 as a professional business activity, with the exception of a person listed in para 2(d).

Section 3
Basic Definitions
(1) For the purposes of this Act, legitimisation of proceeds of crime shall mean an activity

performed to conceal the illicit origin of proceeds of crime with the intention to present the illicit
proceeds as legal income. The above activity may particularly be in the form of:

a)

b)

conversion or transfer of assets, knowing that such assets come from criminal proceeds, for the
purpose of concealing or disguising the illicit origin of the assets or of assisting a person
involved in the commission of a predicate offence to avoid the legal consequences of such
conduct,

concealment or disguise of the true nature, source, location, disposition, movement, rights with
respect o, or ownership of assets, knowing that such assets derive from crime,

acquisition, possession, and use or handling of assets knowing that they originate from crime,
criminal association or any other type of cooperation serving the purpose of conduct stipulated
in para a), b) or ¢) above,

(2) Financing of terrorism shail mean:

gathering or providing financial or other assets knowing that such assets will be, in full or in part,
used to commit a crime of terror'?, terrorist attack', or a criminai activity intending to facilitate
or support such crime™, or to support an individual or a group of individuals planning such
crime, or

acting with the intention to remunerate or compensate a person who had committed an act of
terror, terrorist attack, or a crime intended to facilitate or support such crime'®, or to an
individual close to such person as defined by the Criminal Code': or collecting assets to pay
such remuneration or compensation.

(3) For the purposes of this Act, activities set forth in para 1 or 2 may, fully or partially, take

place in the territory of the Czech Republic or, fully or partially, outside the territory of the Czech
Republic.

10
11)

12)
134
14)
15

Section 2, Act No. 20/1987 Coll., on Public protection of histerical heritage.

Section 1, para 1, Act No. 71/1984 Coll,, on Sale and exportation of items of cuitural value, as amended by Act No.
80/2004 Coll.

Section 93, Criminal Code.

Section 95, Criminal Code.

ltems 1 to 4, Council Framework Decision of June 13, 2002 on combating terrorism (2002/475/JHA).

Section 89, para 8, Criminal Code.



Section 4
Other Definitions
(1) For the purposes of this Act, a transaction shall mean any interaction of the obliged entity

with another person should such interaction lead to attempted handling of the other person’s
property or providing services to such other person.

(2) For the purposes of this Act, a business relationship shall mean a relationship between the

obliged entity and another entity established to handle assets of such other person or to provide
services to such other person should it be obvious from the onset of the business relationship that
such services will be provided repetitively.

(3) For the purposes of this Act, a customer’s order shall mean any action made by the obliged

entity to transfer or otherwise handle the customer’s assets.

a)

b)

c)

b)

(4) For the purposes of this Act, the beneficial owner shall mean either:

for an entrepreneur;

1. a natural person, having real or legal direct or indirect control over the management or
operations of such entrepreneur, indirect control shall mean control via other person or
persons,

2. a natural person, holding in person or in contract with a business partner or partners more
than 25 per cent of the voting rights of such entrepreneur; disposing of voting rights shall
mean having an opportunity to vote based on one’s own will regardless of the legal
background of such right or an opportunity to influence voting by other person,

3. natural persons acting in concert and holding over 25 per cent of the voting rights of such
entrepreneur, or

4. anatural person, who is, for other reasons, a real recipient of such entrepreneur’s revenue,

for a foundation or a foundation fund:

1. a natural person, who is to receive at least 25 per cent of the distributed funds, or

2. a natural person or a group of persons in whose interest a foundation or a foundation fund
had been established or whose interests they promote in case the beneficiary of such
foundation or a foundation fund has not yet been determined,

for an association under lex specialis'®, public service organization, or any other person and a

trusteeship or any other similar legal arrangement under a foreign law, natural person who:

1. holds over 25 per cent of its voting rights or assets, '

2. is arecipient of at least 25 per cent of the distributed assets, or

3. in whose interest they had been established or whose interests they promote, should it yet
to be determined who is their future beneficiary.

(5) For the purposes of this Act, a politically exposed person shall mean:

a natural person in a prominent public position and with nation-wide responsibilities, such as

a head of state, a head of government, a minister and deputy or assistant minister, a member of

the parfiament, a member of a supreme court, a constitutional court or another high-level judicial

body, decisions of which are not subject to further appeal, except in exceptional circumstances,

amember of a court of auditors or a central bank board, a high-ranking military officer,

a member of an administrative, supervisory, or management board of a state-owned business,

an ambassador or chargé d'affaires, or a natural person, having similar responsibilities on

a Community or internationat level; all the above for the entire period of the position and for one

year after the termination of such position, and provided the person:

1. has residence outside the territory of the Czech Republic, or

2, holds such important public position outside the Czech Republic,

a natural person, who:

1. is the spouse, partner equivalent to the spouse or a parent of the person under a),

2. is a son or a daughter of the person under para a) or a spouse or a partner of such son or
daughter (a son or daughter in law),

16)

Section 20f et seq., Civil Code.
Act No. 83/1990 Coll., on Public associations, as amended.
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3. is a business partner or a beneficial owner of the same legal person, a trust, or any other
business entity under a foreign law, as the person under para a) or is known to the obliged
entity as a person in a close business relationship with a person under para a), or

4. is a business partner or a beneficial owner of the same legal person, a trust, or any other
business entity under a foreign law known to have been established in benefit of a person
under para a).

(6) For the purposes of this Act, an identification document shall mean an identity card issued by
the public administration and bearing the holder's name, surname, and date of birth together with an
image and potentially other identification features allowing for the identification of the bearer as the
true holder.

(7) For the purposes of this Act, correspondent banking shall mean the contractual relationship
between a local credit institution or a foreign credit institution having a branch in the Czech Republic,
and a credit or similar institution in a foreign country allowing the local credit institution, a foreign
credit institution having a branch in the Czech Republic, or a credit or similar institution in a foreign
country to make or to receive payments from abroad via the other contractual party.

Section 5
identification Data

For the purposes of this Act,

a) a natural person’s identification data shall mean all names and surnames, a birth identification
number (for a person with no birth identification number a date of birth), a place of birth, sex,
permanent or other residence and citizenship; for a natural person as an entrepreneur it shall
also mean the business name, an appendix to the business name or any other identification
features, place of business, and business identification number,

b} a legal person's identification data shall mean the company name, including its appendices or
other identification features, company’s official address, business identification number or
a business identification number given under foreign faw; for individuals acting as statutory
bodies or their members, identification data shall mean the data under para a).

Section 6
Suspicious Transaction

(1) For the purposes of this Act, a suspicious transaction shall mean a transaction the
circumstances of which lead to a suspicion of legitimisation of proceeds of crime or financing of
terrorism or any other circumstance supporting such a suspicion, such as:

a) ocash deposits immediately followed by withdrawals or transfers to other accounts,

b} numerous transactions performed in one day or in a short period of time and not typical for the
given customer,

c) a number of various accounts opened by the given customer which are in obvious discrepancy
with their business activities and financial situation,

d) transfers of assets make no obvious economic sense,

e) assets handled by the customer which are in obvious discrepancy with their business activities
and financial situation,

f) anaccount which is not used for the purposes for which it had been opened,

g) customer’s actions which seem to aim at concealing their or the beneficial owner's real identity,

h) the customer or the beneficial owner who are nationals of a country which does not enforce, or
fails to fully enforce, measures to combat legitimisation of proceeds of crime and financing of
terrorism, or

i) customer's identification data the correctness of which the obliged entity has reasons to doubt.



(2) A transaction shall aiways be perceived as suspicious, should:

a) Fhe customer or the beneficial owner be a person against whom the Czech Republic had
Imposed international sanctions under the Act on Implementation of International Sanctions™”,

b) the goods or services invoived in the transaction fall in the category against which the Czech
Republic had imposed international sanctions under the Act on Implementation of International
Sanctions™ or

¢) the customer refuses to reveal identification data of the person they are representing or to
undergo the due diligence process.

PART TWO
RESPONSIBILITIES OF THE OBLIGED ENTITIES

CHAPTER |
CUSTOMER IDENTIFICATION AND DUE DILLIGENCE

Section 7
The Identification Requirement

(1) The obliged entity, should it be a party to a transaction exceeding EUR 1,000, shall always
identify the customer prior to the transaction, unless stipulated otherwise by this Act.

(2) The obliged entity shall, without regard to the limit stiputated in para 1, always identify the

customer in case of:

a) a suspicious transaction,

b) an agreement to enter into a business relationship,

¢) anagreement to establish an account; an agreement to make a deposit into a deposit passbook
or a deposit certificate; or an agreement to make any other type of deposit,

d) an agreement to use a safety deposit box or an agreement on custody,

e) a life insurance contract, should the customer have a right to pay extra premiums above the
agreed limit of the one-of or regular premium payments,

f} apurchase or reception of cultural heritage, items of cultural value, used goods or goods without
a receipt of to further trade in such goods, or reception of such items as pawn, or

g) withdrawal of a cancelled bearer passbook’s final balance.

(3) The obliged entity shall, at the latest on the day of the payment, identify the individual entitled
to receive the life insurance settlement.

Section 8
Identification

(1) The obliged entity shall perform the initial identification of a customer who is a natural person
as well as any natural person acting on behalf of a customer in personal presence of the identified,
unless stipulated otherwise by this act.

(2) When identifying a customer who is:

a) a natural person, the obliged entity shall take identification data of such customer, verify those
which are on their identity card, take a record of the type and number of the identity card,
country of issue, validity, and, if possible, the issuing body, and make sure that the identity card
photo matches that of the holder, :

b) a legal person, the obliged entity shall take a record of and verify such customer's identification
data from their business registration documents, and, to the extent stipulated in para a), identify
the natural person acting in the transaction on behalf of such legal person; should the statutory
body, its member, or the person in control of such legal person be another legal person, the
obliged entity shall also record such person’s data.

(3) Should the customer be represented by a holder of a power of attorney, such holder's
identification shall follow the procedure stipulated in para 2 and the holder shall submit the

"} Section 2, Act No. 69/2006 Coll., on International Sanctions.
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respective power of attorney; no power of attorney is required should the holder of a power of
attorngy be solely depositing cash to the customer's account and submitting to the obliged entity
deposit forms that had been completed and signed by an authorized person.

~ (4) Shouid the customer be represented by a guardian, such a guardian ad litem shall be
identified in accordance with para 2. The guardian ad litem shall present identification data of the
represented entity.

(3) In a transaction with a customer, who had already been identified in line with para 2, the
obliged entity shall properly verify the identity of the acting natural person. The obliged entity may
identify such person even if the customer who is a natural person or the natural person acting on
behalf of a legal person is not present.

(6) The obliged entity shall, when in business relationship with the customer or in further
transactions, check the validity and completeness of the customer's identification data, information
gathered in the course of the due diligence process (Section 9), or reasons for exempting the
customer from the due diligence process (Section 13), and shall take record of any changes and
modifications. '

(7) Should the obliged entity detect or suspect that a party to the transaction is not acting on
their own behalf or is attempting to conceal their acting for a third party, it shall require the customer
to submit a power of attorney as stipulated in para 3. Everyone is obliged to honor such a request
unless stiputated by lex specialis. Lawyers or notaries may fuifill this obligation by submitting to the
obliged entity copies of the relevant parts of the documents which they had used to gather the
identification data.

(8) The customer shall submit to the obliged entity any information necessary to perform
identification and to check respective documents. The obliged entity may, for the purpose of this Act,
make copies or excerpts from any of the above and process such information to enforce this Act.

Section 9
Customer Due Diligence

(1) The obliged entity shall, prior to a singie transaction amounting to EUR 15,000 or more,
a transaction subject to identification under Section 7(2) (a) to (d), a transaction with a politically
exposed person, and as part of the business relationship, perform the customer due diligence
process. The customer shall submit to the obliged entity any information and documents necessary
for the due diligence. The obliged entity may, for the purpose of this Act, make copies or excerpts
from any of the above and process such information to enforce this Act.

(2} a customer due diligence process entails the following:

a) collection of information on the purpose and intended nature of the business or business
relationship,

b) identification of the beneficial owner, should the customer be a legal person,

c) collection of information necessary for ongoing monitoring of the business relationship, including
scrutiny of transactions undertaken throughout the course of that relationship to ensure that the
transactions are consistent with the institution's knowledge of the customer, its business and risk
profile,

d) scrutinizing of the sources of funds.

(3) The obliged entity shall perform customer due diligence under para 2 to the extent necessary
to determine the potential risk of legitimisation of proceeds of erime and financing of terrorism
depending on the type of customer, business relationship, product, or transaction. The obliged entity
shall, vis a vis the persons empowered to supervise compliance of obligations under this Act
(Section 35), justify the scope of customer due diligence or exception from the customer
identification and due diligence requirements under Section 13, all the above with respect to the
above risks.



Section 10
Customer Identification Performed by a Public Notary, or by Regional or Municipal Authority

'(1) Should the initial customer identification by the obliged entity under Section 8(1) be, for
serious reasons, impossible, such identification may be, upon request of either the customer or the
obliged entity, performed by a public notary, a regional office, or a local authority in a municipality
with extended powers.

(2} A public notary or an office in para 1 shall take a record of such identification; the record
deed, which becomes an official document, shall include the following:

a} the name of the person performing the identification, name of the requesting person, and
purpose of such identification,

b) customer’s identification data,

c) a declaration of the identified natural person, the person acting on behaif of the identified legal
person or a proxy, on the purpose and correctness of the identification performed, and/or on
reservations to such identification,

d) the place and date of the record and the place and date of the identification, should they differ,

e} the signature of the identifying person, an official stamp, and a serial number in the log of
identification deeds.

(3) As an appendix to the identification deed, the obliged entity shall make copies of relevant
parts of documents used for the identification and bearing identification data, type and serial number
of the identity card, issuing country and institution, and validity as well as, with requests filed in
writing, a copy of the request. Should this procedure be used to identify a proxy, the power of
attorney or its certified copy shall be attached as an appendix. Al appendices shall be attached to
the identification record to make a complete file.

{(4) All copies shall be legible and capable of storage for the period stipulated in Section 16. The
file of copies shall include a copy of the image of the identified person in their identity card which
allows for visual identification.

(5) Both public notary and an institution under para 1 shall keep an internal log of identification
deeds, in which it shall document the following:
a) a serial number and date of the record,
b) the following identified person's data;

1. a natural person or persons acting on behalf of the identified legal person,

2. in case of an identification of a legal person, its business or corporate name, an appendix to
the business name or any other identification features, a business identification number,
and a registered address,

5} the purpose of identification.

(6) The identification deed log shall be kept on a calendar year basis and complete logs shall be
stored for a period of 10 years.

Section 11
Transfer of [dentification

(1) The obliged entity may decide not to identify a customer or seek information on the purpose
and nature of a transaction or a business relationship under Section 9(2) (a) and to identify a
beneficial owner under Section 9(2) (b), provided these steps have already been performed hy:

a) a credit or financial institution, with the exception of a person licensed to perform foreign
currency exchange pursuant to the Foreign Currency Act, a halder of a postal licence pursuant
to Act on Postal Services, a payment institution whose activity consists usually of providing
payment services where for such transfer of funds neither the payer nor the payee use any
account with the payment service provider of the payer, and a payment service provider of small
extent pursuant to Payment Act, or

b) a foreign credit or financial institution, with the exception of a foreign person licensed to
exchange foreign currency, foreign payment institution primarily providing transfers of funds, or
a foreign provider of payment services having a similar status as the provider of small extent as



regulated by the Payment Act, should it be located in the territory of a country, which enforces
equivalent identification, customer due diligence, and record keeping requirements and should it
be subject to compulsory business licensing or registration and supervision to perform on and
off-site control of its general performance as weil as of its individual transactions.

(2) The obliged entity acting in accordance with para 1 shall make sure that it will receive, from
the credit or financial institution, or a foreign credit or financial institution which had performed the
identification, all relevant documents, including copies of all documents used in the customer
identification, all data indicating the purpose and nature of the business transaction, and information
on the identity of the beneficial owner. The credit or financial institution shall, upon consent of the
person identified and without undue delay, submit all information including copies of the document
hereinabove, to another obliged entity should such person decide to rely on it for the customer
identification.

(3) The obliged entity shall refuse such customer identification information, data indicating the
purpose and nature of the business transaction, and information on the identity of the beneficial
owner under para 1 and 2, should it have a reason to doubt the correctness or completeness of such
information.

(4) In case of a remote agreement on financial services under the Civil Code, the obliged entity
shall identify the customer as follows:

a) the first payment from this agreement shail be made via an account kept on the customer's
name in a credit institution or a foreign credit institution operating in the European Union or the
European Economic Area,

b) the customer shall submit to the obliged entity a copy of a document verifying the existence of
an account under para a) above together with copies of the relevant parts of their identity card
and at least one more identification document from which the obliged entity may determine the
customer’s identification data, type and serial number of such identity cards, issuing country or
institution, and wvalidity. Such copies shall be made in line with requirements under
Section 10(4).

(8) The credit or financial institution is not obliged to perform the customer identification and
seek data indicating the purpose and nature of the business transaction under Section 9(2) (a) and
information on the identity of the beneficial owner under Section 9(2) (b) should these steps had
been performed prior to the transaction by a person acting on its behalf and on its account and
bound by its internal regulations, and should such credit or financial institution bear responsibility for
damages caused by such person. All information including copies of documents under the first
sentence hereinabove shall be, if made, kept at the obliged entity.

(6) The credit or financial institution, when providing investment services, is not obliged to
perform the customer identification and seek the data indicating the purpose and nature of the
business transaction under Section 9(2) (a) and information on the identity of the beneficial owner
under Section 9(2) (b) should these steps had been performed by an investment broker in line with
this Act and its internal regulations. The obliged entity shall bear responsibility for such steps as if it
had performed such steps itself.

(7} In cases under para 1, 4, 5 and 6, the obliged entity shall verify that all conditions required
had been met and that none of the customers, products, or transactions represent a risk of
legitimisation of proceeds of crime or financing of terrorism. In case of doubt, no exceptions shall be

applied.
Section 12
Common Provisions on Identification under Section 10 and Section 11

In case of identification and other steps under Section 10 or Section 11(4) and 11(8), all
identification data and other information and documents listed therein shall be deposited with the
obliged entity prior to the transaction.



Section 13
Exceptions from the Identification and Due Diligence Requirement
(1) The obliged entity is not obliged to perform any identification or due diligence should the

customer be:

a)
b)
c)

d)
e)

f)

a credit or financial institution,

a foreign credit or financial institution operating in the territory of a country imposing and

enforcing anti-money laundering and financing of terrorism measures equivalent to those

imposed by the European Communities acquis” and supervised to that respect,

a company whose securities are traded at a regulated market and which is subject to reporting

requirements equivalent to those enforced by the European Communities acquis,

a beneficial owner of assets deposited with a public notary, lawyer, licensed executor, or court,

a central Czech public authority, the Czech Nationai Bank, or a higher self-governing territorial

entity, or

a customer:

1. holding important public positions under the European Communities acquis,

2. whose identification data are publicly available and there is no reason to doubt their
correctness,

3. whose activities are transparent,

4. whose books show a true and real picture of their accounting and financiai situation,

5. who is accountable either to a European Union body or bodies of a European Union or
European Economic Area member state and who is subject to other relevant control
mechanisms.

(2) The obliged entity is not obliged to perform any identification or due diligence should the

product involved be:

a)

b)

)

a life insurance agreement or government subsidized pension insurance contract and should its
one-off premium or deposit be below EUR 2,500 or should the annual premium or the total of
regular premiums in a calendar year be below EUR 1,000,

employee pension insurance operated in the territory of the Czech Republic by institutions

registered in the European Union or European Economic Area member state under their law™®,

should the premiums be paid as direct wage deductions and there is no option to assign the
member’s interest within the given system,

electronic money under other law', should the highest sum deposited to a non-rechargeable

electronic money device not exceed EUR 150, or, with rechargeable electronic money devices,

should there be an annual limit of EUR 2,500, with the exception of cases when the owner
converts back, in a calendar year, more than EUR 1,000, or

other products, should they pose low risk of abuse for the purposes of legitimisation of proceeds

or financing of terrerism and meet the following conditions:

1. are accompanied by a written contract,

2. payments are made solely via an account held on the customer’s name at a credit institution
or a foreign credit institution operating in the territory of a country imposing and enforcing
anti-money laundering and financing of terrorism measures equivalent to those imposed by
the European Communities acquis” and supervised to that effect,

3. the product or individual payments are not anonymous and are transparent enough to
readily detect a suspicious transaction,

4. the product has a pre-set maximum value of transaction, which does not exceed
EUR 15,000; savings products do not exceed the sum of EUR 2,500 in a single deposit or
a total of EUR 1,000 in regular deposits,

5. the final product balance cannot be transferred to a third party, with the exception of death,
disability, certain contractually stipulated age limit, or other,

6. the final balance of products allowing for investments into equity or receivables, including
insurance or other types of conditional receivables, may be transferred only after along

18)

19)

Act No. 340/2006 Coll., on Employee pension insurance companies registered in the EU and operating in the
territory of the Czech Republic and on the amendment of Act No. 48/1997 Coll., on Public medical insurance, as

amended.
Act No. 124/2002 Coll., as amended.
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period of time, cannot be used as guarantee, speeding up of payments is not allowed, there
are no provisions on withdrawal and in the course of the business relationship there is no
move possible for its preliminary termination.

(3) In cases stipulated in para 1 and 2 above, the obliged entity shall verify that all conditions
required had been met and that based on the information available to the obliged entity none of the
customers, products, or transactions represent a risk of legitimisation of proceeds of crime or
financing of terrorism. in case of doubt, no exceptions under para 1 and 2 above shall be applied.

(4) No exceptions under para 2 shall be applied to a customer, who is a politically exposed
person.

Section 14

Exception from the Obligation to Record Information on the Payer in Connection with
Transfers of Funds

Obligations under the directly applicable European Communities Regulation stipulating the
obligation to accompany transfers of funds with information on the payer® shall not apply to those
payment services or transfers of funds which are used to make payments for goods and services
provided that:

a) the transaction is made in the Czech Repubilic,

b} the payment service provider is always able to determine, via the payee, the individual payer
and the reason for payment,

¢) the transferred sum does not exceed EUR 1,000.

Section 15
Rejection of Transaction

{1} The obliged entity shall refuse to make a transaction or to enter into a business relationship
should there be an identification requirement under Section 7(1) or 7(2) and should the customer
refuse the identification process or fail to submit the power of attorney under Section 8(3), should
they fail to assist the due diligence process under Section 9, should the customer identification or
due diligence be impossible for other reasons, or should the person performing the customer
identification or due diligence have a reason to doubt the correctness or authenticity of documents
submitted.

(2) The obliged entity shail refuse a transaction for a politically exposed person shouild the origin
of assets used in the fransaction be unknown.

(3) No employee of the obliged entity shall make a transaction for a politically exposed person
without consent of their direct supervisor or the statutory body of such obliged entity.

CHAPTER I
RECORD KEEPING

Section 16
Obliged Entity’s Record Keeping

(1) The obliged entity shall, for the period of 10 years after having terminated its business
relationship with the customer, keep record of all identification data taken under Section 8(1)
and 8(2) or in accordance with the directly applicable European Communities Regulation stipulating
the obligation to accompany transfers of funds with information on the payer®®, copies of documents
submitted for identification (if any), records of the first identification (name and date), documents
justifying potential exception from identification and due diligence under Section 13, and, in case of
representation, the original or a certified copy of the power of attorney.

20 Regulation (EC) No 1781/20086 of the European Parliament and the Council.
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(2) The obliged entity shall, for the period of 10 years after the transaction or after having

terminated its business relationship with the customer, keep record of all data and documents on
transfers requiring identification.

(3) The obliged entity stipulated in Section 2(1j) and 2(1k) shall keep record of all data and
documents for the period of at least 10 years after the transaction or after having terminated its
business relationship with the customer should such transaction or relationship reach or exceed
EUR 10,000; in other cases it shall keep its records for a period of 5 years,

(4) The statutory period under para 1 to 3 shall commence on the first day of the calendar year
following the calendar year in which the obliged entity performed the last transaction.

Section 17
Cooperation in Record Keeping

Should more obliged entities take part in a single customer transaction, the record keeping may
be shared. Data under Section 16 may be kept by one of these obliged entities provided the other
involved obliged entities have access to all necessary information including copies of all documents.

CHAPTER 1l
SUSPICIOUS TRANSACTION

Section 18
Suspicious Transaction Report

(1) Should the obliged entity, in the course of its activities, detect a suspicious transaction, it
shall, without undue delay and no later than 5 days after such detection, report such suspicious
transaction to the Ministry of Finance (hereinafter the “Ministry"). Should circumstances require so, in
particular should there be a danger of delay; the obliged entity shall submit a suspicious transaction
report to the Ministry immediately after having uncovered such suspicious transaction.

(2) Inits suspicious transaction report, the obliged entity shall report the identification data of
the person concerned, identification data of all the parties to the transaction, available to the obliged
entity upon the disclosure, information on all relevant features of the transaction and any other facts
which may be important for an analysis of the suspicious transaction and potential application of
measures against legitimisation of proceeds from crime and financing of terrorism.

(3) The suspicious transaction report shall not reveal any information about the obliged entity’s
employer or contractor who had identified the suspicious transaction.

(4) The Ministry shall receive the suspicious transaction report via the Financial Analytical Unit,
which is a part of the organizational structure of the Ministry. [n a remote-access fashion, he Ministry
shall inform all obliged entities about its mailing address and other channels to be used to submit
suspicious transaction reports.

(3) Should the suspicious transaction report under para 2 also concern assets which are subject
to international sanctions declared with the purpose of keeping or building international peace and
security, the obliged entity shall notify the authorities of such facts in the suspicious transaction
report. The suspicious transaction report shall include a short description of given assets,
information on its location and owner, should they be known to the disclosing entity, together with
information on whether there is an immediate risk of damage,

(6) The disclosing entity shall communicate to the receiving authority the name, surname, and
position of the contact person (Section 22) or the person who, on behalf of the contact person,
drafted the suspicious transaction report, together with relevant telephone numbers or email
addresses.

(7) Shouid a suspicious transaction be disclosed simultaneously by more obliged entities based
on the information sharing provision under Section 39(2), the reporting obligation under para 2 to 4
shall be regarded as fulfilled by all obliged entities once at least one of them submits its suspicious
transaction report listing the other obliged entities on whose behalf it reports.

12



Section 19

The suspicious transaction report may be submitted in writing via registered mail or orally in the
form of a recorded statement at a previously agreed place. Suspicious transaction reports may also
be submitted via the electronic mail provided the data transferred is properly protected.

Section 20

Suspension of a Transaction

(1) Should there be a danger that an immediate execution of a transaction would hamper or
substantially impede securing of proceeds of crime or money intended for financing of terrorism, the
obliged entity may execute the customer's transaction recognized as suspicious no earlier than
24 hours after the Ministry had received the suspicious transaction report. The obliged entity shall
make sure that the respective assets will not be handled in violation of this Act. The obliged entity
shall inform the Ministry in the suspicious transaction report that the transaction has been
suspended.

(2) The para above shall not be enforced, should the suspension of the customer's transaction
be rendered impossible, especially in transactions made via electronic means of payment, or should
the obliged entity be aware of the fact, that suspension would hamper of otherwise pose a threat to
the investigation of such suspicious transaction. The obliged entity shall inform the Ministry of such
transaction immediately after it has been made.

(3) Should there be a threat under para 1 and the investigation of such suspicious transaction

requires a longer period of time, the Ministry shall decide:

a) to extend the period of suspension of the customer’s transaction for no more than 72 hours after
having received the suspicious transaction report, or

b) to suspend the customer’s transaction or to freeze the assets in such transaction for 72 hours in
the obliged entity where the assets are located.

(4} The decision on suspension of a customer’s transaction or on freezing of assets under para
3 shall become binding upon its declaration. The declaration is either oral, or by means of a
telephone, fax, or electronic mail, all the above must be followed by a hard copy. There is no appeal
against a decision on suspension of a customer’s transaction or on freezing of assets and the only
party to the proceedings is the obliged entity disclosing the suspicious transaction or holding the
assets believed to be involved in such a transaction.

(6) The obliged entity shall notify the Ministry of the enforcement of its decision under para 3(b)
and of the time of commencement of the period under para 3(b). The obliged entity shall inform the
Ministry of all important facts related to the assets concerned.

(6) Should the Ministry not inform the obliged entity, prior to the end of the period under para 3,
about having filed a criminal complaint, the obliged entity shall release and execute the transaction.

(7) Should the Ministry file a criminal complaint in the period stipulated in para 1 or 3 to the law
enforcement body as stipulated in Section 32(1), the obliged entity shall perform the transaction in
3 calendar days after the criminal complaint had been filed unless the law enforcement bodies have
decided to seize such transaction. The Ministry shall inform the obliged entity of the criminal
complaint prior to the expiration of the period under para 1 or 3.

CHAPTER IV
ADDITIONAL OBLIGATIONS OF OBLIGED ENTITIES

Section 21
internal Procedure

(1) To fuliill the obligations under this Act, the obliged entity shall establish and enforce
adequate and appropriate procedures of internal control and communication.
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{(2) Thp obligeﬁ entity mentioned in Section 2(1a), (1b) to (1d), (1h) and (1i) shall create, to the
extent of its .actlwtres regulated by this Act, written internal procedures, policies and compliance
checks to fulfill its obligations under this Act (hereinafter only ,internal procedures®).

(3). The.obliged entity mentioned in Section 2(1b) to (1d), (1h) and (1i) may decide not to create
any written internal procedures provided, in the scope of activities regulated by this Act, it does not
employ or contract any other persons.

(4) The obliged entity mentioned in Section 2(1b) to (1d), (1h) and (1i} contracted by another
obliged entity to perform services regulated by this Act, is not obliged to have its own internal
procedures provided it enforces internal procedures of the other obliged entity which adequately
describe its activities.

(3) Internal procedures under para 2 shall include the following:

a) a detailed checklist of suspicious transaction indicators relevant for the given obliged entity,

b) a description of customer identification, including provisions to determine a poiitically exposed
person and to recognize entities subject to international sanctions under the Act on
Implementation of International Sanctions,

c) a description of the customer due diligence process and the system of determining the scope of
such due diligence based on the type of customer and the nature of the business relationship,
product, or service and the respective risk of legitimisation of proceeds of crime and financing of
terrorism,

d) adequate and relevant methods and procedures to assess and manage risks and perform
internal controls and supervision of compliance with this Act,

e) a procedure for reporting of data kept under Chapter Il to the relevant authorities,

f) a description of steps taken by the obliged entity from the moment of the disclosure of the
suspicious transaction to its reporting to the Ministry so that the statutory period under
Section 18 (1) is complied with and so are rules of processing such suspicious transaction and
appointment of persons to evaluate the transaction,

g) rules and procedures regulating the performance of persons offering services or products on
behalf of or on the account of the obliged entity,

h) measures to prevent any immediate carrying out of a customer order which may substantially
hamper or even render impossible the subsequent seizure of proceeds of crime,

i) logistical and HR measures to defer the customer order under Section 20 and to comply, in
a statutory period, with all obligations under Section 24,

) adescription, in cases regulated by Section 25(4), of additional measures taken for the purpose
of efficient management of risk of legitimisation of proceeds and financing of terrorism.

(6) A credit institution, financial institution under Section 2, (1} (b}, points 5, 6, 10, and 11, and
an obliged entity under Section 2(1) (c) shall submit their internal procedures to the Ministry within
60 days after having become an obliged entity. Changes of internal procedures shall be submitted to
the Ministry in writing within 30 days after adoption. An obliged entity under Section 2, (1) {(b), point 1
to 4 shall report to the Czech National Bank.

(7} A foreign credit or financial institution operating in the territory of the Czech Republic via its
branch or a subsidiary may opt not to have separate internal procedures provided that operations of
the branch or subsidiary are regulated by internal procedures of the mother foreign credit or financial
institution; such internal procedures shall meet requirements at least equivalent to those stipulated
by this Act and shall be available in Czech.

(8) Should the Ministry or the Czech National Bank reveal any deficiencies in the internal
procedures submitted in accordance with para 8, they shall set a date for correction. The obliged
entity shall, within the prescribed period, remove the deficiencies and report its steps in writing to the
above authorities.

(9) An implementing regulation has been adopted determining, in accordance with para 5(c) and

5(d), requirements for implementing and enforcing internal procedures by selected obliged entities
supervised by the Czech National Bank?".

2 Saction 44, Act No. 6/1993 Call., on the Czech National Bank, as amended.

14



Section 22
Contact Person

(1) The obliged entity shall appoint one of its employees to report under Section 18 and to
maintain regular contacts with the Ministry, unless it is decided to entrust such responsibilities on its
statutory body. The Ministry shall be, with no undue delay, notified of such appointment and
informed of the name, surname, position, and telephone number and email address of the
appointee.

(2) No credit or financial institution shall appoint a member of its statutory body as a contact
person unless it was necessary with regards to its size, management sfructure, or number of
employees.

(3) No credit or financial institution shali appoint as a contact person a member of staff
responsible for performing or settlement of its transactions or an employee participating in the
performance of internal audit.

(4) The obliged entities which decide not to entrust the contact responsibilities on its statutory
bodies shall provide for a direct contact in between the appointed contact person on one side and its
statutory and supervisory bodies on the other.

Section 23
Staff Training

(1) The obliged entity shail organize, at least once every 12 calendar months, training of all
members of its staff who may, in the course of their professional obligations, come in contact with
suspicious transactions. All appointees to such positions shall be trained prior to taking their
appointment,

(2) The obliged entity shail provide the training under para 1 above to all its contractors who
may, in the course of their activities, come in contact with suspicious transactions.

(3) The training shall concentrate on types and features of suspicious transactions and steps to
be taken in detecting such transactions. The obliged entity shall regularly update such training.

(4) The obliged entity shall keep record of participants and training agenda for a period of at
least 5 years.

Section 24
Obligation to inform

The obliged entity shall, upon request and within a given period of time, report to the Ministry all
information on transactions requiring identification or transactions investigated by the Ministry
together with documentation and information on persons taking part in such transactions. Should the
Ministry request so, the obliged entity shall provide access to documentation on site.

CHAPTER V
SPECIAL PROVISIONS RELATING TO SELECTED OBLIGED ENTITIES

Section 25
Special Provisions Relating to Credit and Financial Institutions

(1) A credit institution shall not enter into a corresponding bank relationship with a foreign credit
or similar institution (hereinafter a “correspondent institution")
a) which is incorporated in the commercial or similar register in a country where it does not have
a physical presence and its management is not physically located in that country, and which is

not affiliated with any regulated financial group;
b) which is known for allowing the use of its account by an institution referred to in para a)

above, or
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c) which does not apply measures against legitimisation of proceeds of crime and financing of
terrorism of the standard that is at the least required by the law of the European Communities”,

anc!, 3‘ it had already entered into such a relationship, it must terminate it in the shortest practicable
period,

_(2) Prior to entering into a corresponding bank relationship with a correspondent institution, the

credit institution shall

a) accumulate sufficient information about the correspondent institution and about the nature of its
operations;

b) use public sources of information to establish the quality of supervision overseeing the
correspondent institution;

C) evaluate measures applied by the correspondent institution against legitimisation of proceeds of
crime and financing of terrorism.

(3) A statutory body of the credit institution or the director of the branch of the foreign credit
institution with operations on the territory of the Czech Republic shall consent to the establishment of
the corresponding bank relationship.

(4) A credit and financial institution shall, in its branches and subsidiaries which it has
a controlling interest in and which are located in countries that are not members of the European
Union or the European Economic Area, apply the practice of customer due diligence and record
keeping in the scope that is at the least required by the law of the European Communities”. To this
end, it shall provide them with relevant information of the practice and procedures to be applied.
Should the law of the country not allow for the application of the same practice as in the other
countries, the institution shall inform the Ministry; in such a case, the obliged entity shall adopt
appropriate supplementary measures to effectively mitigate the risk of exploitation for the
legitimisation of proceeds of crime or financing of terrorism, and to prevent the transfer of these risks
to the territory of the Czech Republic and other member states of the European Union or the
European Economic Area.

(5) The statutory body of the credit or financial institution shall approve the system of internal
rules of the institution.

(8) Upon request from the Ministry and by the deadiine granted by the Ministry, the credit or
financial institution shall disclose the information whether it maintains, or has in the previous
10 years maintained, commercial relations with a specific natural or legal person, whom it was
obliged to identify, and any details of the nature of the relations. To this end, the credit or financial
institution shall implement an effective system, whose scope is commensurate to the size of the
institution and the nature of its business operations.

(7} Rights and obligations which are laid down herein and are binding on the institution are also
binding on the Czech National Bank in its process of maintaining accounts and providing other
banking services.

Section 26

Special Provisions Relating to Auditors, Chartered Accountants, Licensed Executors
and Tax Advisors

(1) The provisions of Section 18(1) and Section 24 shall not apply to an auditor, chartered
accountant, licensed executor or a tax advisor if the information is obtained from or about the
customer during the process of establishing of the customer's legal standing, during the
representation of the customer in court, or in connection with court proceedings, including the giving
of advice to instigate or avoid such proceedings, regardless of whether the information was obtained
prior to, during or after the proceedings.

(2) Should the auditor, chartered accountant, licensed executor or tax advisor suspect that the
customer is seeking counsel for the purpose of legitimisation of proceeds of crime or the financing of
terrorism, para 1 shall not apply.

(3) A suspicious transaction repoit in accordance with Section 18 shall be made by
a) an auditor to the Chamber of Auditors of the Czech Republic;
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b) alicensed executor to the Chamber of Licensed Executors of the Czech Republic;
¢} atax advisor to the Chamber of Tax Advisors of the Czech Republic.

{(4) The relevant professional chamber shall examine the suspicious transaction report made
under para 3 as to whether it is not in conflict with para 1 or Section 18(1), and check whether it has
all the particulars required by this Act. Should the suspicious transaction report not include all
information required by this Act, the chamber shall notify the disclosing person. Should the
suspicious transaction report meet all the conditions set out in the first sentence, the chamber shall
refer the disclosure to the Ministry without undue delay, but no later than in 7 days from learning of
the suspicious transaction.

Section 27
Special Provisions Relating to Lawyers and Public Notaries

(1) The provisions of Section 9, Section 18(1) and Section 24 shall not apply to a lawyer should
the information pertaining to the customer be obtained from the customer or in any other way during
or in connection with:

a) providing legal advice or the later determination of the customer's legal standing;

b} defending the customer in criminal law proceedings:

c) representing the customer in court proceedings, or

d) providing any legal advice concerning the proceedings referred to in para b) and ¢), regardless
of whether the proceedings commenced or not, or were concluded or not.

(2) The provisions of Section 9, Section 18(1) and Section 24 shall not apply to a public notary
should the information pertaining to the customer be obtained from the customer or in any other way
during or in connection with:

a) providing legal advice or the later determination of the customer's legal standing?),

b} representing the customer in court proceedings subject to the mandate conferred on the public
notary by law or any other legal statute®®, or

c) providing any legal advice relating to the proceedings referred to in para b), regardless of
whether the proceedings commenced or not, or were concluded or not.,

(3) A suspicious transaction report under Section 18 shall be made by a lawyer to the Czech Bar
Association, and by a public notary to the Chamber of Notaries of the Czech Republic. The Czech
Bar Association or the Chamber of Notaries of the Czech Republic, whichever may apply
{(hereinafter the “Chamber”), shall examine the suspicious transaction report made by a lawyer or
a public notary as to whether it is not in conflict with para 1 or 2, Section 2(1g) or Section 18(1), and
check that it has all the particulars required by this Act. Should the suspicious transaction report not
contain all the information required by this Act, the Chamber shall notify the disclosing lawyer or
notary. Should the suspicious transaction report made by the lawyer or the notary meet ail the
conditions set out in the first sentence, the Chamber shall refer the disclosure to the Ministry without
undue delay, but no later than in 7 days from the detection of the suspicious transaction.

(4) The Ministry shall request further detail, documents or information under Section 24 from the
lawyer or the public notary via the Chamber. The lawyer or the notary shail supply to the Ministry the
requested details, documents or information via the Chamber.

(5) For the purpose of this Act, lawyers shall also include European lawyers according to the
Legal Profession Act.
Section 28
Special Provisions Relating to Persons Accepting Cash in the Value of EUR 15,000 or Higher

A business and a legal person as per Section 2(2) (&) becomes an obliged entity only if it
accepts a cash payment in the value of EUR 15,000 or higher and in such instance, the person is
obliged to:

) gection 3(1a) of the Act No. 358/1992 Cofi.
2} Section 3(1b) of the Act No. 358/1992 Coll.
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a) !dentify the customer according to Section 8: it may substitute this identification with
identification according to Section 10 or 1 1, provided the transaction or customer in guestion is
not exempt under Section 13,

b} refuse to make the transaction if it doubts the veracity of the identification details supplied by the
customer about themselves, or if the customer refuses to be subjected to the identification or
fails to produce a power of attorney according to Section 8(3); the obliged entity shall at the
same time inform the Ministry,

c) perform customer due diligence according to Section 9(2),

d) retain data according to Section 16(1) and 16(2),

e) make a suspicious transaction report of the suspicious transaction according to Section 18,

f)  inform under Section 24,

g) maintain professional confidentiality according to Section 38.

Section 29
Special Provisions Relating to the Operation of Money Remittance Services

(1) Activities whose purpose is to deliver a remittance of money based on a postal contract and
under conditions laid down in the Postal Services Act, shall be performed only by a person
authorized by the Ministry. The authorization shall be issued upon request of the person seeking to
perform this activity.

(2) The Ministry shall issue the authorization as per para 1 on the condition that the applicant,
the person who is the partner, statutory body, member of the statutory body of the applicant, the
person who will managed the business of the applicant and the beneficial owner are persons with
integrity.

(3) For the purposes of this law, a person of integrity shall be a person who has not been
lawfully convicted of a crime committed
a) with intent, or
b} due to negligence, and the fact of the crime relate to the nature of the business,
unless the person shall be deemed as not having been lawfully convicted.

(4) For a natural person permanently or otherwise domiciled

a} in the territory of the Czech Republic, the integrity is verified on the basis of an extract from the
Criminal Register, which shall not be older than 1 month; this provision shali not apply if the
Ministry is able to procure the extract under some other legali regulation;

b} outside the territory of the Czech Republic and for a person who, in the period of the last 5 years
stayed without an interruption outside the territory of the Czech Republic for a minimum of
6 months, on the basis of a document approximate to an exiract from the Criminal Register
issued by the competent authority of the country of permanent or other domicile of this person,
or by countries where the person had stayed for a minimum of 8 months during the last 5 years;
unless the country of permanent or other domicile of the person is not the same as the country
where the person is a citizen, a document issued by the country where the person is a citizen
shall also be required.

PART THREE
ACTIVITY OF THE MINISTRY AND OTHER AUTHORITIES

CHAPTER |
ACTIVITY OF THE MINISTRY AND OTHER AUTHORITIES

Section 30
Obtaining of Information

(1) The Ministry may request information necessary for the compliance with obligations under
this Act from the Police of the Czech Republic, intelligence services and other public authorities.
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(2) When investigating a suspicious transaction, the Ministry may, pursuant to the Tax
Administration Act, request from the authorities competent under other laws governing tax
administration information obtained in the course of tax administration; the authorities shall inform
the Ministry immediately of any suspicion that a taxpayer is exploiting the tax administration system
for the legitimisation of the proceeds of crime or financing of terrorism.

(3} In order to perform its responsibilities under this Act, the Ministry shalil be provided with the
following:
a) reference data from the Central register of inhabitants,
b) data on inhabitants from the inhabitant information system,
¢) data on foreigners from the foreigners information system,
d) data on natural persons who have received a birth identification number but appear in neither b)
nor ¢), from the Register of birth identification numbers.

(4) Technical circumstances permitting, the Ministry of Interior shall provide the information
specified in para 3 to the Ministry in electronic format in a form allowing for remote access.

(5) Out of all the information provided, only the information which is necessary in the case in
guestion shall be used.

(6) Based on a suspicious transaction report from an intelligence service, the Ministry shall
commence investigation of the suspicious transaction; the Ministry shall notify the intelligence
service of the conclusion.

Section 31
Processing of Information

(1) The Ministry collects and analyses information obtained in the course of performing its tasks
under this Act. It shall have the right to store the information obtained in the course of performing its
tasks under this Act in an information system, on the condition that all the requirements set out in the
Personal Data Protection Act have been met. The Ministry shall have the right to collate the
information and information systems serving different purposes.

(2} While complying with the Personal Data Protection Act, the Ministry shall not provide
information to the affected person in respect of the information kept about the person in the
information system maintained under this Act.

(3) The Ministry shall archive data and documents relating to suspicious transactions and the
investigation of the suspicious transactions for a period of 10 years, commencing at the end of the
year when the investigation was concluded. Registration of a new report or a renewal of an
investigation pertaining to the same matter or the same person or entity, the period referred to in the
first sentence is suspended pending the conclusion of the new investigation.

(4) The Ministry shall maintain, and publish at least once a year on its website, statistical reports
on effectiveness and results of measures against the legitimisation of proceeds of crime and
financing of terrorism. Law enforcement authorities shall provide the Ministry on a regular basis with
summary statistics on matters relating to the legitimisation of proceeds of crime and financing of
terrorism.

(5) The Financial Analytical Unit is technically separate from the other departments at the
Ministry; it has implemented measures in the area of organisation and personnel to ensure that
unauthorised persons do not come into contact with information obtained under this Act.

Section 32
Handling of Investigation Results

(1) Should the Ministry find facts suggesting that a c¢crime had been committed, it shall lodge
a criminal complaint under the Code of Criminal Procedure and provide the law enforcement
authority with all the information that the Ministry had found in the course of its investigation.
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(2) Should the Ministry find circumstances that may be of importance to regional tax or customs
authorities, it shall inform the competent financial directorate or the General Directorate of Customs
immediately of these circumstances, and provide these authorities with the results of its
investigation, unless the disclosure of the information is in violation of the Act or the Ministry had
acted under para 1.

Section 33
International Co-operation

(1) In the scope set out by an international treaty by which the Czech Republic is bound, or on
the principle of reciprocity, the Ministry shall co-operate with third country authorities and
international organisations of the same jurisdiction, in particular in the provision and obtaining
information to deliver on the purpose of this Act.

(2) Provided that the information is used exclusively for the purpose of this Act and is protected
at least in the scope laid down in this Act, the Ministry may co-operate also with other international
organisations.

Section 34
Granting of Exemptions

(1) Upon request, the Ministry may decide that an obliged entity performing any of the activities
listed in Section 2(1) only occasionally or in a very limited scope, and in a way that precludes or
significantly reduces the risk of such person being exploited for the legitimisation of proceeds of
crime and financing of terrorism, shall not be considered an obliged entity under this Act.

(2) The exemption as per para 1 shall be granted on the condition that:

a) the activity is a non-core activity directly relating to the core activity of the obliged entity, which
otherwise under the exemption according to Section 2(2d) is not an obliged entity under this Act,
and the activity is provided only as a sideline to the main activity of the obliged entity,

b) the total annual revenue from this activity do not exceed 5% from the total annual revenue of the
obliged entity, and at the same time the total annual revenue from this activity does not exceed
the limit set by the Ministry in its decision for the type of activity in question,

¢) it is ensured that the value of an individual transaction or of multiple transactions with one
customer of the activity referred to in point a) shall not exceed the amount of EUR 1,000 in the
pertod of 30 consecutive days.

(3) The obliged entity shall attach a proof of compliance with the conditions set in para 1 and 2
to the application for an exemption.

(4) An exemption as per para 1 may be granted only for a definite period of time. In its decision,
the Ministry shall specify any other obligations within the scope of obligations of obliged entities, in
order to prevent the exploitation of the exemption for the legitimisation of proceeds of crime and
financing of terrorism.

(5) The Ministry shall grant the exemption only on the condition that the risk of exploitation of the
exemption for the legitimisation of proceeds of crime and financing of terrorism on the part of the
obliged entity is eliminated or significantly reduced.

(6) For the period of validity of the exemption as per para 1, the obliged entity shall enable the
supervisory authority (Section 35(1)} to control the compliance with the specified conditions, and to
control that the exemption is not exploited for activities that would facilitate legitimisation of proceeds
of crime and financing of terrorism. Supervisory authorities hold the same powers in this respect as
they do for controlling obliged entities.

(7) The obligation of the obliged entity stipulated in Section 18, and the steps taken by the
Ministry in respect of the obliged entity during an investigation of a suspicious transaction under
Section 24, shall not be affected by the decision to grant an exemption as per para 1.

(8) The Ministry shall revoke the exemption granted under Section 1 when:
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a) the risk of exploitation of the activity for the legitimisation of proceeds of crime and financing of
terrorism has materially changed, or
b) the holder of the exemption had violated the specified conditions.

] _(_9) An administrative remedy lodged against the decision in para 8 shall not suspend the given
ecision.

CHAPTER Il
ADMINISTRATIVE SUPERVISION

Section 35
Performance of Administrative Supervision

(1) The Ministry shall act as the supervisory authority performing the administrative supervision
of the compliance with obligations set out in this Act on the part of the obliged entities; the Ministry
shall, at the same time, control whether obliged entities do not legitimize the proceeds of crime and
finance terrorism. Compliance with obligations set out in this Act is in addition supervised by the
following institutions:

a) the Czech National Bank in respect of persons subject to its supervision®",

b) administrative authorities with powers to supervise the compliance with the legislation regulating
lotteries and other similar games, and in respect of holders of licences to operate betting games
listed in Section 2 (1) (c),

¢) the Czech Trade Inspection in respect of persons listed in Section 2 (1) (j} and (k).

(2) The Ministry also exercises control of the compliance with obligations according to the
directly applicable instrument of the European Communities, which stipulates the obligation to attach
the payer's details to any transfer of funds transaction®”; the Czech National Bank exercises control
of the compliance with obligations under the same instrument in respect of persons subject to its
supervision®",

(3) The Ministry shall provide information about its own activities, in the scope necessary for the
performance of state control or supervision, to the other supervisory authorities.

(4) At its request, the other supervisory authorities shall provide to the Ministry their opinions or
any other co-operation as per the request.

(5) Should the supervisory authority as per para 1, para (a) to (¢) find facts that may be related
to the legitimisation of proceeds of crime and financing of terrorism, it shall immediately inform the
Ministry of these findings and provide it with all information in the scope as per Section 18(2).

Section 36

Motion to Revoke a Business Licence or a Licence to Perform another Independent Gainful
Activity

Should the Ministry learn that a legal or a natural person with an income from business or other
independent gainful activity had materially, grossly or repeatedly viclated any of its obligations
specified in this Act or in a decision issued under this Act, the Ministry shall lodge a motion to
terminate or revoke a licence for business or other gainful activity to the authority, which, under
another [aw, has the power to decide on the revocation. This authority is obliged to notify the Ministry
of the steps it had taken and the result within 30 days from the making of the motion.

Section 37

Special Provisions Relating to Administrative Supervision of a Lawyer, Public Notary,
Auditor, Licensed Executor, and a Tax Advisor

(1) Provisions of this Chapter do not apply to lawyers, public notaries, auditors, licensed
executors, and tax advisors.

(2) Based on a written motion from the Ministry, the relevant professional chamber shall be
obliged to check compliance with the obligations imposed by this Act on a lawyer, public notary,
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auditor, licensed executor or a tax advisor, and notify the Ministry of the results within the deadline
specified by the Ministry.

PART FOUR
CONFIDENTIALITY

Section 38
Obligation of Confidentiality

(1) Unless provided otherwise in this Act, the obliged entities and their employees, employees of
the Ministry, employees of other supervisory authorities as well as natural persons working for an
obliged entity, the Ministry or another supervisory authority on a basis of a contract other than an
employment contract shall be obliged to keep confidential the facts relating to suspicious transaction
reports and investigation, the steps taken by the Ministry or the obligation to report a suspicious
transaction stipulated by Section 24.

(2) The obligation of confidentiality shall not expire should the persons referred to in para 1
above transfer to another job, terminate their employment or other contractual relationship to the
obliged entity, the Ministry or other supervisory authority, or should the obliged entity cease to

arform activities listed in Section 2.

(3) Any person who may learn facts referred to in para 1 shall be obliged to keep them
confidential.

Section 39
Exemptions from Confidentiality

(1) The obligation of confidentiality stipulated in Section 38 cannot be invoked in respect of:

a) a law enforcement authority if it is conducting criminal proceedings related to the legitimisation
of proceeds of crime and financing of terrorism, or if the matter concerns the compliance with
the obligation to report a suspicious transaction in connection with any such crime,

b) specialised Police units involved in the identification of the proceeds of crime and financing of
terrorism, provided the information had been obtained according to Section 42(3),

¢} an authority of a third country referred to in Section 33 in the process of provision of information
intended for the purpose of delivering on the intention of this Act, uniess prohibited by another
legal instrument,

d) the competent financial directorate or the General Directorate of Customs in reiation to facts
which are a part of information referred to in Section 32(2),

=} supervisory authorities referred to in Section 35(1), and the competent bodies of professional
chambers of lawyers, public notaries, auditors, licensed executors or tax advisors,

f) administrative authorities performing tasks in the system of certification of raw diamonds subject
to another legal instrument,

g) the administrative authority competent to perform state control or conduct an administrative
procedure in the area of implementation of international sanctions;

h} an authority mandated by another law to decide on the revocation of a licence for business or
other independent gainful activity upon the lodging of a motion filed by the Ministry,

i} a financial arbitrator deciding, according to another law, in a dispute of the claimant against an
institution,

j) aperson who could raise a claim for damages incurred as a result of the implementation of this
Act, provided facts conclusive for the making of the claim are communicated ex post; the obliged
entity may, in this instance, inform the customer that steps had been taken under this Act, but
only after the decision of the competent law enforcement authority to secure or seize the subject
of the suspicious transaction, or for which the period as per Section 20(7) had expired, was
enforced; in all other instances only after the Ministry has granted its written consent,

K) a court adjudicating civil law disputes concerning a suspicious transaction or a claim for
compensation for damages incurred as a result of complying with obligations under this Act,
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i) the National Security Office, Ministry of Interior or an intelligence service in the process of
a clearance procedure in accordance with to another legal instrument®?,

m) the competent intelligence service, provided the information is material for the meeting of the
statutory tasks specified for the intelligence service.

(2) Provided that the disclosed information is used exclusively for the prevention of legitimisation
of proceeds of crime and financing of terrorism, the obligation of confidentiality stipulated in Section
38 cannot be applied to the sharing of information between:

a) credit or financial institutions, including foreign credit and financial institutions, if they operate in
the territory of the state which obliges them to comply with obligations in the area of
legitimisation of proceeds of crime and financing of terrorism, which are equivalent to the
requirements of the European Communities law, provided these institutions are part of the same
group as per the act governing financial conglomerates®®,

b) obliged entities referred to in Section 2(1) (e) and (f), or persons of the same type, which
operate in the territory of the state which obliges them to comply with obligations in the area of
legitimisation of proceeds of crime and financing of terrorism, which are equivalent to the
requirements of the European Communities law, provided these persons carry out their
profession as employees or in a similar relationship within the same legal person and between
legal persons which are related, either on the basis of a contract, or through persons,

c) credit or financial institutions, or between obliged entities referred to in Section 2(1 ) (e) and (f),
or persons of the same type, which operate in the territory of the state which obliges them to
comply with obligations in the area of legitimisation of proceeds of crime and financing of
terrorism, which are equivalent to the requirements of the European Communities law, provided
the disclosed information relates to the same customer and the same transaction, which two or
more persons of the same professional category are a party to, and which persons are bound by
equivalent obligations to keep a professional secret and protect personal data.

(3) The obligation of confidentiality cannot be invoked in a procedure under the Act on
Implementation of International Sanctions.
Section 40

Special Provisions Relating to Confidentiality by a Lawyer, Public Notary, Auditor, Licensed
Executor and a Tax Advisor

(1) The provisions of this Part shall not apply to lawyers and public notaries.

{(2) With the exception of the provisions of Section 39(2), the provisions of this Part do not apply
to auditors, licensed executors and tax advisors.

(3) A lawyer, public notary, auditor, licensed executor and a tax advisor shall be obliged to keep
confidential, in respect of the customer, the facts referred to in Section 38(1); the foregoing does not
apply if the facts, if disclosed to the customer, could prevent the customer from involvement in

a criminal activity.

(4) para 1 to 3 shall apply to other persons who are obliged by other laws to keep the same
confidentiality as lawyers, public notaries, licensed executors and tax advisors.

PART FIVE
CROSS-BORDER TRANSIT
Section 41
Obligation to Declare in Cross-border Transit

(1) Upon entry to the territory of the Czech Republic from a third country which is not the territory
of the European Communities, and on exit from the Czech Republic to any such territory, a natural

) Act No. 412/2005 Coll., on the protection of classified information and on security clearance, as amended.
28 Act No, 37742005 Coll., on supplemental supervision of banks, savings and credit co-operatives, electronic money
institutions, insurance companies and securities traders in financial conglomerates, and on the amendment of some

other laws {(Financial Conglomerates Act), as amended.
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person shall be obliged to declare to customs authorities in writing any transport of currency of the
Czech Republic or another country, travel cheques or money orders convertible into cash, bearer or
registered securities or any other investment instruments which are signed, but do not contain the
name of the beneficiary, or any commodities of high value, such as precious metals or stones, in the
value of EUR 10,000 or higher.

(2) The obligation as per para 1 shall apply also to a legal person transporting any of the items
referred to in para 1. The natural person bearing these items upon crossing of the border of the
European Communities shall be liable to make the declaration on behalf of the relevant legal person.

(3) Any person sending a postal or other consignment from the Czech Republic to a third
country outside the territory of the European Communities, or accepting a postal or other
consignment therefrom, which contains items referred to in para 1 in the value of EUR 10,000 or
higher, shall declare the consignment to the competent customs authority and make it available for
inspection by the customs authority.

(4) The obligation to declare stipulated in para 1 to 3 shall also be binding on a person who
imports to the territory of the European Communities or exports therefrom, or receives or sends
during a period of 12 consecutive months, items referred to in para 1 in the value of EUR 10,000 or
higher. The obligation to declare shall begin to apply as of the person learning that the
aforementioned limit will be reached.

{5) A declaration as per para 1 to 4 shall contain the declarant’s identification details, the
identification details of the owner and the intended recipient of the transported item, if known to the
declarant, a description of the transported item, and a proof of origin of the exported or imported
item, the intended route and means of transport.

(6) The declaration shall be made using a form which forms an Appendix to this Act. The form
shall be available at the customs authority; the Ministry shall also publish the form in a way which
allows for remote access. The declarant shall be liable for the veracity and completeness of the
declared information.

{(7) The exchange rate published by the Czech National Bank for whole calendar month, as valid
on the last but one Wednesday of the previous calendar month, shall be used for the conversion of
another currency to Euro for the purposes of para 1, 3 or 4. Upon verbal enquiry, the customs
authority shall inform potential declarants of the applicable exchange rate for the purposes of
compliance with the obligation to report a suspicious transaction as per para 1 to 4. The value of
securities and commodities of high value shall be construed as their fair market value, or the value
determined based on official market rates.

Section 42
Activities of Customs Authorities

(1) Customs authorities supervise the compliance with the obligation to declare as per
Section 41.

{(2) Customs authorities record and process declarations referred to in Section 41, including
personal data contained therein. For the purposes of exercising control as per para 1, customs
authorities may record and store information concerning the transport or delivery as per
Section 41(1), whose value is lesser than EUR 10,000.

(3) Customs authorities shall forward to the Ministry immediately the information concerning the
compliance with the obligation to declare under Section 41, including all cases of violation thereof.

(4) A customs authority may, upon learning of a violation of obligations set out in Section 41(1)
to 41(4), seize items which were concerned by the violation. No appeal is permitted against the
decision to seize the item made by the customs authority; the decision is enforceable as of the
moment of its verbal promulgation, against the person bearing the items. A written execution of the
decision shall be delivered to the bearer from whom the items were seized; the seizure shall also be
notified by way of an original counterpart of the decision sent to the importer or exporter and the
owner, provided these persons are different from the bearer and are known to the customs authority.
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{5) The person who receives the decision of seizure as per para 4 shall relinquish the items to
the customs authority. Should the items not be relinquished on demand, they shall be officially
possessed. The customs authority shall issue a receipt to that effect to the person who had
relinquished the items or from whom they were possessed.

{6) Should the seized items not be required for further procedure, a forfeiture or expropriation
order is not issued in respect of them, and they cannot be used for the payment of a fine, cost of the
procedure or enforcement, the customs authority shall return them without undue delay to the
person who had relinquished them or from whom they were possessed.

PART SIX
ADMINISTRATIVE OFFENCES

Section 43
Violation of the Obligation of Confidentiality

(1) An employee of an obliged entity, employee of the Ministry or other supervisory authority, or
a natural person who, based on other than an employment contract with an obliged entity, the
Ministry or another supervisory authority, commits a minor offence by breaking the obligation of
confidentiality stipulated in Section 38(1) or 38(2).

(2) A natural person who is not a person as per para 1 commits a minor offence by breaking the
obligation of confidentiality stipulated in Section 38(3).

(3) An obliged entity commits an administrative offence by breaking the obligation of
confidentiality stipulated in Section 38(1) or 38(2).

(4) A fine up to CZK 200,000 may be imposed for committing the minor offence according to
para 1 and 2, and a fine up to CZK 200,000 shall be imposed for committing the administrative
offence according to para 3.

(5) A fine up to CZK 1,000,000 may be imposed for committing the minor offence according to
para 1 and 2, and a fine up to CZK 1,000,000 shall be imposed for committing the administrative
offence according to para 3, if the violation had prevented or made more difficult the identification or
seizure of the proceeds of crime, or made the financing of terrorism possible.

Section 44
Failure to Comply with the Requirement to Perform Customer Due Diligence

(1) An obliged entity commits an administrative offence by

a) failing to perform the customer identification procedure described in Section 7,

b} repeatedly failing to perform the customer’s due diligence process as per Section 9,

¢) realising a transaction or entering into a commercial relationships in violation of the ban
stipulated in Section 15, or

d) failing to comply with the obligation of record keeping stipulated in Section 16.

(2) A fine up to CZK 1,000,000 shall be imposed for the administrative offence as per para 1(a)
and (b).

(3) A fine up to CZK 10,000,000 shall be imposed for the administrative offence as per para 1(c)
and {(d).

(4) Should any action referred to in para 1(a), (b) or (d) prevent or make more difficult the
identification or seizure of the proceeds of crime, or make the financing of terrorism possible, a fine
up to CZK 50,000,000 shall be imposed.

Section 45
Failure to Comply with the Obligation to Inform

(1) An obliged entity commits an administrative offence by
a) failing to comply with the obligation to inform stipulated in Section 24, or
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b) in a case according to Section 25(4), by not adopting the supplemental measures to effectively
mitigate the risk of abuse for the legitimisation of proceeds of crime or terrorism financing, and
the risk of transfer of these risks to the territory of the Czech Republic and other countries of the
European Union or the European Economic Area.

(2) A credit or financial institution commits an administrative offence by

a) not informing, in breach with Section 25(4), its branch or majority-controlled subsidiary company
in the country which is not a member state of the European Union or the European Economic
Area, about the practices and procedures of customer due diligence and ahout the requirements
of record keeping in those countries, or

b} not disclosing information as per Section 25(6).

{(3) A fine up to CZK 10,000,000 shall be imposed for the administrative offence as per para 1
and 2.

(4) Shouid any action referred to in para 1 prevent or make more difficult the identification or
seizure of the proceeds of crime, or make the financing of terrorism possible, a fine up to
CZK 50,000,000 shall be imposed.

Section 46

Failure to Comply With the Obligation to Report a Suspicious Transaction

(1) An obliged entity commits an administrative offence by failing to report a suspicious
transaction to the Ministry.

(2) A fine up to CZK 5,000,000 shall be imposed for the administrative offence as per para 1.

(3) Should any action referred to in para 1 prevent or make more difficult the identification or
seizure of the proceeds of crime, or make the financing of terrorism possible, a fine up to
CZK 50,000,000 shall be imposed.

Section 47
Failure to Comply with the Obligation to Suspend a Transaction

(1) An obliged entity commits an administrative offence by violating the obligation to suspend
a transaction of the customer as per Section 20(1).

(2) An obliged entity commits an administrative offence by violating the obligation to suspend
a transaction of the customer or to seize assets based on a decision issued by the Ministry under
Section 20(3).

(3) Afine up to CZK 1,000,000 shall be imposed for the administrative offence as per para 1.
(4) A fine up to CZK 10,000,000 shall be imposed for the administrative offence as per para 2.

{5) Should any action referred to in para 1 prevent or make more difficult the identification or
seizure of the proceeds of crime, or make the financing of terrorism possible, a fine up to
CZK 50,000,000 shall be imposed.

Section 48
Failure to Comply with the Obligation of Prevention

(1) An ohliged entity referred to in Section 2(1} (a) to (d), (h) and (i} commits an administrative
offence by failing to elaborate a system of internal rules as per Section 21(2) to (5).

(2) An obliged entity referred to in Section 2(1) (a), (b} points 1 to 8, 10, 11 and (¢} commits an
administrative offence by failing to present the system of internal rules or any changes thereto as
required by Section 21(8), or by failing to notify in writing of the implementation of remedies to issues
found according to Section 21(8).

(3) An obliged entity commits an administrative offence by failing to ensure that its employees
undergo regular training as required by Section 23.
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(4} A credit institution commits an administrative offence by violating the obligations in the
course of entering in a corresponding bank relationship according to Section 25(1), (2) or (3).

(5) An obliged entity referred to in Section 29(1) commits an administrative offence by carrying
out activities based on a postal contract, under conditions laid down in the Postal Services Act,
which activities serve the purpose of delivering a remittance of money and are carried out without an
authorization as per Section 29.

(6) A fine up to CZK 1,000,000 shall be imposed for the administrative offence as per para 1 to
3.

(7} A fine up to CZK 5,000,000 shall be imposed for the administrative offence as per para 4
or 5.

(8) Should any action referred to in para 4 prevent or make more difficult the identification or
seizure of the proceeds of crime, or make the financing of terrorism possible, a fine up to
CZK 50,000,000 shall be imposed.

Section 49
Failure to Comply with Obligations Relating to a Transfer of Funds

(1) An obliged entity, being a provider of payment services or an agent provider of payment
services, commits an administrative offence relating to transfer of funds if, in contravention to the
directly applicable instrument of the European Communities which specifies the content of
information accompanying a transfer of funds®®, it
a) fails to ensure that the information on the payer accompany the transfer,

b} has not implemented effective procedures for identification of missing or incomplete information
on the payer,

¢) fails to take action against the provider of payment services of the payer who had failed to
ensure that a transfer of funds is accompanied with information on the payer, or

d) fails to present upon request of the provider of payment services of the recipient information on
the payer in cases when the transfer of funds does not include full information of the payer.

(2) A fine up to CZK 10,000,000 shall be imposed for the administrative offence as per para 1.

(3) Should any action referred to in para 1 prevent or make more difficult the identification or
seizure of the proceeds of crime, or make the financing of terrorism possible, a fine up to
CZK 50,000,000 shall be imposed.

Section 50
Failure to Comply with the Obligation to Declare a Cross-border Transport of Cash

(1) A natural person commits a minor offence by

a) failing to comply with the obligation to declare on entry to the Czech Republic from countries
outside the European Communities, or on exit from the Czech Republic to such countries as per
Section 41(1) or 41(4), or

b) failing to comply with the obligation to declare a postal or other consignment from the Czech
Republic to countries outside the European Communities, or from the Czech Republic to such
countries as per Section 41(3) or 41(4).

(2) A legal person commits an administrative offence by

a) failing to comply with the obligation to declare on entry to the Czech Republic from countries
outside the European Communities, or on exit from the Czech Republic to such countries as per
Section 41(2) or 41(4), or

b) failing to comply with the obligation to declare a postal or other consignment from the Czech
Republic to countries outside the European Communities, or from the Czech Republic to such
countries as per Section 41(3) or 41(4).

(3) A fine up to CZK 10,000,000 or a forfeiture of the item may be imposed for the administrative
offence as per para 1.
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(4) A fine up to CZK 10,000,000 or a forfeiture of the item shall be imposed for the administrative
offence as per para 2.

Common Provisions Relating to Administrative Offences

Section 51

(1) A forfeiture may be ordered if the item belongs to the offender and

a) had been used to commit the administrative offence, or

b) had been acquired by committing the administrative offence or in exchange for an item acquired
by committing the administrative offence.

(2) Should a forfeiture of the item as per para 1(a) or 1(b) not be ordered, a decision shall be
issued to expropriate the item when it
a) belongs to an offender who cannot be prosecuted for the administrative offence,
b) does not belong to the offender in whole or in part, or
¢) its owner is not known.

(3) Forfeiture cannot be ordered or expropriated if the value of the item is grossly
disproportionate to the nature of the administrative offence.

(4) The state shall become the legal owner of the forfeited or expropriated item.

Section 52

(1) A legal person shall not be liable for an administrative offence if it proves that it had
expended all reasonable effort to prevent the violation of the legal obligation.

(2) In assessing a fine for a legal person, the seriousness of the administrative offence shall be
taken into consideration, especially the way it had been committed, and its consequences and
circumstances.

(3) The administrative liability of a legal person shall cease if the competent administrative
authority does not commence a procedure within 2 years from learning of the administrative offence,
but no later than 10 years from the date it was committed.

(4) Liability for actions taken in the course of business of a natural person or in a direct relation
thereto shall be governed by the provisions on liability and sanctions of a legal person.

(5) With the exception of administrative offences committed by an obliged entity as per
Section 2(1) (j) and (k), and administrative offences as per Section 50, administrative offences under
this Act shall in the first instance be decided upon by the Ministry.

(8) Administrative offences committed by an obliged entity as per Section 2(1) (j) and (k) shall in
the first instance be decided upon by the supervisory authority.

(7) Administrative offences under Section 50 shall be decided upon by the customs authority
competent on the basis of the offender’s permanent domicile

(8) Fines and fees for the cost of proceedings shall be coliected by the administrative authority
that had imposed them. Fines and fees for the cost of proceedings shall be due in 30 days after the
decision becoming final. Revenues from fines and fees constitute revenues of the state budget.

(9) Should a fine be overdue, the competent customs authority may use the seized items as per
Section 41(1), 41(3) and 41(4), should any such items have been seized; the applicable provision is
the provision on the right of lien under the Customs Act.

Section 53

Actions taken by a lawyer, public notary, auditor, licensed executor or a tax advisor in the
capacity of an obliged entity, which bear the elements of an administrative offence according to
Sections 43 to 48, shall be decided upon according to another law?®. The supervisory authority

2 ActNo. 85/1896 Coll., on the legal profession, as amended.
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referred to i_n Section 35(1) shall immediately refer the matter to the authority competent under such
other legal instrument, and shall take all necessary steps to secure evidence, as instructed by such
competent authority.

PART SEVEN
COMMON AND FINAL PROVISIONS

Section 54

(1) The obligations imposed by this Act on the obliged entities shall concern only activities that
are the purpose of their business or of the services they provide.

(2) Unless stipulated otherwise in this Act, obliged entities referred to in Section 2(2) (a) and 2(2)
(b) shall be bound by the obligations stipulated by this Act for the relevant type of obliged entity
according to Section 2(1).

(3) Unless stipulated otherwise in this Act (Section 41(7), the amount in Euro shall, for the
purposes of this Act, be compuied as an equivalent amount in any currency based on an exchange
rate published by the Czech National Bank as for the day when the obligation under this Act is being
complied with; if the exchange rate is not available for the day in question, the exchange rate valid
on the day preceding shall be used. If a payment is divided into several installments, the value of the
transaction shall be the sum of these installments, provided they are related.

(4) Payment in commaodities of high value, especially precious metals or precious stones, shall
be regarded as payment in cash.

(5) An obliged entity under whose name or on whose account products or services are marketed
by third parties shall ensure that these third parties observe all the procedures against the
legitimisation of proceeds of crime and financing of terrorism in the same scope as the obliged entity.

Section 55
{1} Proceedings conducted under this Act shall always be closed to the public.

(2) Based on a received suspicious transaction report or another motion, the Ministry shall
investigate without undue delay.

(3) Upon the conclusion of the investigation, the Ministry shall, without undue delay, notify the
person who reported the suspicious transaction in a suitable manner. No other person shall be
nofified of the investigation and its conclusions.

(4) In the course of their activities under this Act, authorised employees of the Ministry identify
themselves with a service card issued based on the Act on Implementation of International
Sanctions.

Section 56
Enabling Provision

The Czech National Bank shall pass a regulation to implement Section 21(9).

Section 57
Interim Provisions

{1) Proceedings commenced prior to this Act coming into effect shall be concluded according to
this Act, with the exception of proceedings concerning an infraction or another administrative

Act No. 358/1992 Coll,, as amanded.
Act No. 254/2000 Coll., on auditors and on the amendment of the Act No. 165/1998 Coll., as amended.
Act No. 120/2001 Coll., on licensed executor, execution rules, and on the amendment of some other laws, as

amended.
Act No. 5231992 Coll., on tax advisory and the Chamber of Tax Advisory of the Czech Republic, as amended.
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violation committed prior to this Act coming into effect, if the earfier statute is more favourable for the
offender.

(2) A person who, on the day of this Act coming into effect, performs activities based on a postal
contract, under conditions laid down in the Postal Services Act, which activities serve the purpose of
delivering a remittance of money, may continue to perform these activities without an authorisation
as per Section 29 for a maximum period of 6 months after this Act becomes effective.

(3) An obliged entity referred to in Section 2(1) (a) — 2(1) (d), 2(1) (h) and 2(1) (i), who has a
system of internal rules, procedures and controls compliant with the legislation valid to date, shall
elaborate a system of rules, procedures and controls as per Section 21(2) within 60 days after this
Act becomes effective.

(4) A credit institution, financial institution referred to in Section 2(1b) points 5, 6, 10 and 11, and
an obliged entity referred to in Section 2(1c), which has a system of internal rules, procedures and
controls compliant with the legislation valid to date, the person shall deliver to the Ministry a system
of rules, procedures and controls as per Section 21(2) within 60 days after this Act becomes
effective.

Section 58
Repealing Provisions

The following are repealed:

1. Act No. 61/1996 Coll., on certain measures against legitimisation of proceeds of crime and on
the amendment and supplementation of related laws,

2. Regulation No. 343/2004 Coll., prescribing the format of the form according to Section 5(5) of
the Act No. 61/1996 Coll., on certain measures against legitimisation of proceeds of crime and
on the amendment and supplementation of related laws;

3. Regulation No. 344/2004 Coll., on compliance with the obligation to report according to Act
No. 61/1996 Coll., on certain measures against legitimisation of proceeds of crime and on the
amendment and supplementation of related laws;

4. Regulation No. 283/2006 Coll., amending the Regulation No. 344/2004 Coll., on compliance
with the obligation to report according to Act No. 81/1996 Coll., on certain measures against
legitimisation of proceeds of crime and on the amendment and supplementation of related laws.

Section 59
Effect

The Act becomes effective as of the first day of the second calendar month following the day of
its promulgation.

(Published in Part 80 of the Colfection of Laws of July 8, 2008; in effect since September 1, 2008)
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ANNEX 8
ACT no. 69/2006 Call.

of February 3, 2005
on Carrying Out of International Sanctions

The Parliament has adopted the following Act of the Czech Republic:

PART ONE
INTRODUCTORY PROVISIONS

Section 1
Purpose

In conjunction with directly applicable legislation of the European CommuBjtteis Act

sets forth some obligations of physical and legal persons in carrying out of international sanction:
imposed for the purpose of maintaining or restoring international peace and security, protecting
fundamental human rights and fighting terrorism. Further, the Act sets forth some obligations of
physical and legal persons in carrying out of international sanctions imposed for the purpose o
maintaining or restoring international peace and security, protecting fundamental human rights an
fighting terrorism by which the Czech Republic is bound in connection with its membership in the
United Nations Organization.

Definition of Terms

Section 2

International sanctions under this law are understood to be an order, a prohibition or a
restriction imposed for the purpose of maintaining or restoring international peace and security
protecting fundamental human rights and fighting terrorism, provided they stem

D For instance: Regulation (EC) No 2580/2001 of 27 December 2001, on specific restrictive measures

directed against certain persons and entities with a view to combating terrorism, as amended, Council Regulation (EEC
No 3541/92 of 7 December 1992 prohibiting the satisfying of Iragi claims with regard to contracts and transactions the
performance of which was affected by United Nations Security Council Resolution 661 (1990) and related resolutions,
Council Regulation (EC) No 3275/93 of 29 November 1993 prohibiting the satisfying of claims with regard to contracts
and transactions the performance of which was affected by the United Nations Security Council Resolution 883 (1993
and related resolutions, Council Decision no. 94/366/CFSP of 13 June 1994 on the Common Position defined by th
Council on the basis of Article J.2 of the Treaty on European Union concerning prohibition of the satisfaction of the
claims referred to in paragraph 9 of United Nations Security Council Resolution No 757 (1992), Council Regulation
(EC) No 1733/94 of 11 July 1994 prohibiting the satisfying of claims with regard to contracts and transactions the
performance of which was affected by the United Nations Security Council Resolution 757(1992) and related
resolutions, Council Regulation (EC) No 2488/2000 of 10 November 2000 maintaining a freeze of funds in relation to
Mr. Milosevic and those persons associated with Rioyncil Regulation (EC) No 881/2002 of 27 May 200®osing

certain specific restrictive measures directed against certain persons and entities associated with Usama bin Laden, |
Al-Qaida network and the Talibai€ouncil Regulation (EC) No 147/2003 of 27 Janu2@@3. concerning certain
restrictive measures in respect of Somalia, Council Regulation (EC) No 1210/2003 of 7 July 2003 concerning certair
specific restrictions on economic and financial relations with Iraq and repealing Regulation (EC) No 2465/96, Council
Regulation (EC) No 1727/2003 of 29 September 2003 concerning certain restrictive measures in respect of th
Democratic Republic of Congo, Council Regulation (EC) No 131/2004 of 26 January 2004 concerning certain
restrictive measures in respect of Sudan, Council Regulation (EC) No 234/2004. of 10 February 2004 concerning
certain restrictive measures in respect of Liberia, Council Regulation (EC) No 314/2004 of 19 February 2004
concerning certain restrictive measures in respect of Zimbabwe, Council Regulation (EC) No 798/2004 of 26 April
2004 renewing the restrictive measures in respect of Burma/Myanmar and repealing Regulation (EC) No0.1081/200C
Council Regulation (EC) No 872/2004 of 29 April 2004 concerning further restrictive measures in relation to Liberia.



d)

f)

9)

from resolutions of the United Nations Security Council (hereafter ,Security Council*) adopted
under Article 41 of the Charter of the United Nations,

from common positions and joint actions or other measures adopted under the EU Treat)
common foreign and security policy provisions, or

from directly applicable legislation of the European Communities which implements a common
position or a common action adopted under the EU Treaty common foreign and security policy
provisions.

Section 3

For the purpose of the Act, the following terms shall have the following meaning:

territory subject to international sanctions shall mean a certain territory which is fully or in part

controlled by the entity or state which is subject to international sanctions, including air space

and territorial waters;

entity subject to international sanctions shall mean the person against whom the sanctions s

forth in the document under Section 2 are aimed,;

person subject to international sanction shall mean,

1. a state which is subject to international sanctions,

2. acitizen of the state which is subject to international sanctions,

3. member or representative of an entity which is subject to international sanctions,

4. another individual who usually sojourns in the territory which is subject to international
sanctions except for citizens of the Czech Republic,

5. alegal person having its registered office in the territory which is subject to international
sanctions, or

6. persons listed on the lists published by the Sanctions Committees of the Security Counci
or in documents published by EU bodies and referred to in Section 2, Letter b) or c);

Czech person shall mean

1. the Czech Republic,

2. acitizen of the Czech Repubilic,

3. an individual other than the citizen of the Czech Republic who usually resides in the
territory of the Czech Republic,

4. an individual having a permanent or temporary residence status in the territory of the
Czech Republi®, or

5. alegal person having its registered office in the territory of the Czech Republic, including
the self-governing entitie®

usually residing in a certain territory shall mean residing in this territory for at least 183 days in

one calendar year, either continually or in several periods; the 183-day time period includes al

days which were spent in the given territory even in part;

assets which are subject to international sanctions shall mean any movable or immovable iter

owned, held or otherwise controlled by the entity which is subject to international sanctions, by

a person who is subject to international sanctions, imported to the territory which is subject to

international sanctions or earmarked for export to the territory which is subject to international

sanctions;

goods shall mean material things, rights and other values, such as money in any form includin:

deposits and receivables from deposits, other means of payment, securities and investme

tools, and further any material designated for production of products, products, services,

software and technologies and any other movable and immovable items which are subject t

trade regardless of the manner and circumstances under which they are obtained,;

2)

3)

Act No. 32/1999 on Residence of Aliens in the Territory of the Czech Republic and on Changes to Some Othel
Acts, as amended.
Section 18 of Act No. 40/1964 Coll., the Civil Code, as amended by Act No. 509/1991 Coll.
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h)
)
)
K)

p)

goods subject to international sanctions shall mean goods owned, held or otherwise controlle:

by an entity or person which is subject to international sanctions;

Czech goods shall mean goods owned, held or otherwise controlled by a Czech person;

other goods shall mean goods which is not Czech goods or goods subject to internatione

sanctions;

means of transportation shall mean means used for transportation of persons, luggage, goods

postal shipments;

means of transportation subject to international sanctions shall mean a means of transportation

1. sailing under the flag of a country subject to international sanctions or matriculated therein,

2. owned, held or used by an entity subject to international sanctions, or for its benefit or
otherwise controlled by it, or

3. owned, held, used or otherwise controlled by a person subject to international sanctions;

Czech means of transportation shall mean a means of transportation

1. sailing under the flag of the Czech Republic, matriculated, owned, held or used by the
Czech Republic or for its benefit or otherwise controlled by it, or

2. owned, held, used or otherwise controlled by a Czech person;

other means of transportation shall mean a means of transportation which is not Czech mear

of transportation or means of transportation subject to international sanctions;

an object of cultural value shall mean

1. awork of art or an item of cultural vaftje

2. cultural monument, national cultural monument or a compound tRereof

3. museum collection or a collectable pfacer

4. public cultural production such as theatre, film, audiovisual or variety performance, a
concert, dance or a discotheque, circus or variety or such similar shows, exhibition and the
like;

oversight shall mean factual or legal possibility to control through one’s actions the conduct of

another person, use of a thing or a course of events at a certain territory.

PART TWO
SCOPE OF SANCTIONS
Section 4
General Provisions
(1) Restrictions or prohibitions set forth in Sections 5 through 8 shall apply in to the extent

determined by the government’s decree stemming from

a)
b)

a)
b)

c)
d)
e)

f)

a resolutions of the Security Council, or
a common position, joint action or another measure adopted under the EU Treaty commor
foreign and security policy provisions.

(2) Restrictions and prohibitions defined in Paragraph 1 may be applied in the area of

trade and services,

financial transfers, use of other payment means, purchase and sale of securities and investme
tools,

transportation,

communications,

technical infrastructure,

scientific relations,

4)
5)
6)

Act No. 71/1994 Coll. on the Sale and Export of Items of Cultural Value, as amended.

Act No. 20/1987 Coll. on Managements of National Monuments, as amended.

Act no. 122/2000 Coll. on the Protection of Museum Collections and on Modifications of some other Acts, as
amended.
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9)
h)

cultural relations, or
sports relations.

(3) The government’s decree under Paragraph 1 shall, in keeping with Section 3, Letter c)

define the scope of persons subject to international sanctions.

Section 5
Trade and Services, Financial Services and Financial Markets

(1) In the area of trade and services, sanctions may consist of restrictions and prohibitions of:
imports and purchases of goods subject to international sanctions, its further sale and any othi
disposition thereof,

exports, sales or facilitation of other disposing of Czech goods by an entity subject to
international sanctions or to a territory subject to international sanctions,

transits of Czech goods through a territory subject to international sanctions or of goods subjec
to international sanctions through the territory of the Czech Repubilic,

transfers of other goods to the territory subject to international sanctions, or of goods consigne:
to an entity subject to international sanctions, or to a person subject to international sanction
through the territory of the Czech Republic, or

any and all activities which would or may facilitate transactions described under Letters a)
through d).

(2) In the area of financial transfers, use of other payment means, purchase and sale c

securities and investment tools, sanctions may consist of restrictions and prohibitions on:

a)

b)

f)

9)

any type of transaction by a Czech person to benefit an entity subject to international sanction
or a person subject to international sanctions, as well as deals with such persons, includin
trading in foreign currency,

renting out of safety deposit boxes to an entity subject to international sanctions or a persot
subject to international sanctions, or receiving of goods subject to international sanctions for
safe deposit, provided it is reasonably practicable to seek evidence of the fact that the goods
subject to international sanctions,

provision of money, investment tools or other securities or financial and economic sources to
an entity subject to international sanctions or a person subject to international sanctions,
transfers of money, investment tools or other securities to or from an account controlled by ar
entity subject to international sanctions or a person subject to international sanctions, including
payments from cashier’s checks, provided it is reasonably practicable to seek evidence thereof
disbursement of interest from deposits in the accounts controlled by an entity subject to
international sanctions or a person subject to international sanctions, including disbursement o
interest from securities and investment tools,

entering into an insurance contract with an entity subject to international sanctions or a persol
subject to international sanctions, or disbursement of insurance money to such persons, or
any and all activities which would or may facilitate transactions described under Letters a)
through f).

Section 6
Transportation and Telecommunications

(1) In the area of transportation, sanctions may consist of restrictions and prohibitions of:

entry of Czech means of transportation to the territory subject to international sanctions,

transit of other means of transportation through the territory of the Czech Republic or exit
thereof to the territory subject to international sanctions,

crossing of national borders of the Czech Republic by means of transportation subject tc
international sanctions for the purpose of entering or exiting the Czech Republic,
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d)

f)

9)

any physical or legal disposing of means of transportation subject to international sanctions ant
located in the territory of the Czech Republic,

provision of Czech means of transportation to an entity subject to international sanctions or &
person subject to international sanctions,

doing repairs or providing spare parts, components or tools necessary for such repairs c
modifications of means of transportation subject to international sanctions, or

any and all activities which would or may facilitate transactions described under Letters a)
through f).

(2) In the area of telecommunications, sanctions may consist of restrictions and prohibitions of:
receiving for shipment or shipping postal cargo to the territories subject to international

sanctions, or addressed to an entity subject to international sanctions or a person subject
international sanctions, from or via the territory of the Czech Republic,

provision of services of electronic communication for the purpose of connecting with an entity

subject to international sanctions or a person subject to international sanctions, or with the
territory subject to international sanctions,

providing other type of connection with an entity subject to international sanctions or a person
subject to international sanctions, or with the territory subject to international sanctions,

radio, television or other broadcasting in the territory subject to international sanctions, or

any and all activities which would or may facilitate transactions described under Letters a)
through d).

Section 7
Technical Infrastructure

In the area of technical infrastructure, sanctions may consist of restrictions and prohibitions

of energy and raw-material supplies, supplies of machines or technologies needed for thei
production from or via the territory of the Czech Republic to an entity subject to international
sanctions or a person subject to international sanctions, or to the territory subject to internatione
sanctions.

Section 8
Scientific, Cultural and Sports Relations

(1) In the area of scientific relations, sanctions may consist of restrictions and prohibitions of:
participation in scientific or technical research programs or projects which involve both a
Czech person and an entity or a person subject to international sanctions; provided the progral
or project is funded by an entity or person other that those subject to international sanctions th
sanction shall be limited to excluding such entity or person from the research,

provision of equipment or devices by a Czech person or in the territory of the Czech Republic
to an entity or person subject to international sanctions for the purpose of using the same for
research program or project,

provision of information about scientific or technical research, programs or projects carried out
by a Czech person or about the results thereof to an entity or person subject to internatione
sanctions or at the territory subject to international sanctions, unless such information or result
are in the public domain,

provision of industrial or intellectual rights to an entity subject to international sanctions or a
person subject to international sanctions, or

any and all activities which would or may facilitate transactions described under Letters a)
through d).

(2) In the area of cultural relations, sanctions may consist of restrictions and prohibitions of:

5



b)

provision of cultural objects by a Czech person or from a Czech territory to an entity or person
subject to international sanctions or at the territory subject to international sanctions,

receiving of cultural objects by a Czech person or at the Czech territory from an entity or a
person subject to international sanctions or at a territory subject to international sanctions
unless the objects are received temporarily for the purpose of saving, protecting or maintaining
objects of cultural value which are under immediate threat from an armed conflict or a natural
disaster or unless such objects are being returned to a person which is not subject t
international sanctions,

provision of copyright or other such rights by a Czech person to an entity or a person subject t
international sanctions, or for the use at the territory subject to international sanctions, or

any and all activities which would or may facilitate transactions described under Letters a)
through c).

(3) In the area of sports relations, sanctions may consist of restrictions and prohibitions of:
participation of persons or groups representing an entity or a person subject to internationa
sanctions at a sports match or another sports event held in the territory of the Czech Repubilic ¢
organized by a Czech person,
participation of a Czech person or a group representing the Czech Republic at a sports evel
organized by an entity or a person subject to international sanctions or at the territory subject t
international sanctions, or
any and all activities which would or may facilitate transactions described under Letters a) or
b).

Section 9
Exclusions from Sanctions
(1) The Ministry of Finance (hereafter ,Ministry*) may, provided the document defined under

Section 2 hereof so permits, grant, in compliance with such a document and to the extent necessa
an exclusion from a prohibition or restriction:

a)
b)

for medical services and health care,

for humanitarian aid, unless restricted by provisions of a document under Section 2;
humanitarian aid is understood to be supplies of foodstuff, clothing, medicine and medical
supplies and other humanitarian deliveries necessary for protection of health, saving of lives
and dignified housing of civilians and provision of related services, including organization and

carrying out of rescue works,

for provision of social allowance and government social benefits, retirement, healthcare
benefits, unemployment benefits, retraining support and for contributions to social insurance,
unemployment insurance and health insurance,

for payment of wages, refund of wages, redundancy pay and other payments due under th
employment or similar contract,

for alimony and child support,

for damages due to activities unrelated to international sanctions hereunder and for insuranc
payments thereto related,

for payment of outstanding debt by an entity subject to international sanctions or by a persor
subject to international sanctions, provided the debt was not incurred by violation of the
international sanctions,

for payments to an entity subject to international sanctions or to a person subject to
international sanctions due and payable on the basis of contracts, agreements or liabilitie
entered into prior to international sanctions against the entity or the person, provided these
payments are made to an account held in the Czech Republic or another country of the
European Union, to which account all deposits made are considered to be assets subject

international sanctions, or



1) for another purpose set forth in the document defined in Section 2, Letter c).

(2) The exclusion may be granted upon request or without request. In its decision on the
exclusion, the Ministry shall set forth the terms of the exclusion in a manner which would allow for
checking of proper application of its terms and which would not mar the international sanctions. In
case of a grave violation of such terms, the Ministry shall revoke the exclusion.

PART THREE
DUTIESREGARDING ASSETSWHICH ARE SUBJECT TO INTERNATIONAL
SANCTIONS

Section 10
Reporting Duty

(1) Who establishes in a credible manner that he or she has in possession assets which a
subject to international sanctions, shall report the same to the Ministry without undue delay.

(2) In the event of a suspicion that a party to a proposed or drafted contract is subject tc
international sanctions or that the assets which are the object of a contractual relation are or a
contemplated to be assets subject to international sanctions but the suspicion may not be reliab
verified prior to or in the course of entering into a contract, the reporting duty under Paragraph 1
arises immediately upon execution of the contract.

(3) The report shall be submitted in a written form or delivered orally for the record and in case
of danger in delay also electronically or by fax. An electronic transmission is considered to be &
written report when signed by a guaranteed electronic signature based on a qualified certificat
issued by a licensed provided of electronic services.

Section 11
Disposing of Assets Subject to International Sanctions

(1) Who establishes in a credible manner that he or she has in possession assets which a
subject to international sanctions shall not dispose of such assets other than for the purpose of th
protection from loss, devaluation, destruction or other damage, unless stipulated otherwise herei
He or she shall refrain from doing so as of the moment he or she has learnt that the assets &
considered to be assets subject to international sanctions.

(2) Who has in possession assets which are subject to international sanctions has the right 1
claim from the government reimbursement of costs incurred in connection with the managemen
and protection of the assets as of the moment of reporting to the Ministry under Section 10. The
right to reimbursement of expenses hereunder shall not arise if it should benefit an entity subject t
international sanctions or a person subject to international sanctions or persons cooperating wit
them, close persons or persons connected with them through business or otherwise.

(3) In case of doubt whether the person under Paragraph 1 provides sufficient protection of the
assets subject to international sanctions, or if it appears necessary for their proper protection due f
for instance, the expected duration of the international sanctions imposed, the Ministry shall see
release of such assets. Who has in possession assets which are subject to international sancti
shall release such assets to the Ministry or to a person designated by it. Assets not releast
voluntarily may be forfeited. A written record shall be taken of such release or forfeiture of property
which shall contain sufficiently precise description of the assets. A copy of the record shall be giver
to the person who released the property or from whom it was forfeited and that copy shall serve as
certification that the assets were taken over by the Ministry.



(4) Provisions of Paragraphs 1 through 3 apply to assets subject to the reporting duty unde
Section 10 Paragraph 1.

(5) The Ministry shall release to a qualified person, or to a person designated in keeping with
Letters b) or c), assets which are subject to international sanctions, provided that

a) the person proves that he or she is not a person subject to international sanctions and that he
she is the owner or holder in due course of such assets,

b) that the document under Section 2 stipulates a specific person to whom the assets are to |
released, or

c) there is a final judgment of a domestic government body of appropriate jurisdiction, a foreign
government body or an international organization whose decision is enforceable in the Czecl
Republic under international law.

PART FOUR
RIGHTSAND OBLIGATIONS OF THE GOVERNMENT BODIESAND OF THE CZECH
NATIONAL BANK

Section 12
Proceedings beforethe Ministry

(1) Having assessed whether the assets are to be considered assets subject to internatio
sanctions, the Ministry may decide

a) on arestriction or a prohibition of disposing of such assets,

b) on a forfeiture of assets which were not released upon request in keeping with Section 11
Paragraph 3,

c) on taking over of such assets into custody for keeping and subsequent release to the qualifie
person,

d) on an appointment or removal of an administrator to manage such assets, and on hi
remuneration,

e) on a sale of the assets or any part thereof under Section 13, Paragraph 3,

f) on an extraordinary use of assets subject to international sanctions or any part thereof i
keeping with Section 9 herein or with terms stipulated by directly applicable legislation of the
European Communities,

g) on arelease of such assets under Section 11, Paragraph 5, or

h) that the assets are not assets subject to international sanctions, provided
1. it has been proved in a conclusive manner by the owner or qualified holder,

2. it has been established through an inquiry conducted by the Ministry,
3. such assets are demonstrably worthless or of minimum value, or
4. international sanctions against such assets have been lifted.

(2) Within the deadline of 30 days as of the receipt of a report under Section 10, Paragraph
the Ministry shall inform the informant, whether the assets are to be considered assets subject 1
international sanctions, unless a decision has been made within the same deadline under provisio
of Paragraph 1, Letters a), b), ), g) or h). The time deadline may be extended in justified cases.

(3) A remonstrance filed against the decision under Paragraph 1 Letters a) through d) does n
have a deferring effect. The deferring effect may be excluded regarding the remonstrance filec
against the decision under Paragraph 1 Letter e) in case of perishable assets.

(4) The enforceability of a decision against which a remonstrance does not have a deferring
effect or against which the deferring effect has been excluded starts as of the day of service of tf
same to the last party to the proceedings. Parties to the proceedings are the person who motion
for such a decision to be adopted, the person who has in his or her possession the assets subjec
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international sanctions, or the person who released the assets or from whom the assets we
forfeited. In case of danger in delay, a decision against which a remonstrance does not have
deferring effect or against which the deferring effect has been excluded may be announced orally
in that case the enforceability of the decisions starts upon the oral announcement.

(5) Proceedings in matters covered by this Act are governed by the Rules of Administrative
Proceedings, unless provided otherwise herein..

(6) The personnel authorized by the Ministry to act under this law are obliged to prove authority
by showing government I.D.

(7) Who has in his or her possession assets which are subject to the inquiry by the Ministry sha
provide the Ministry upon request and within a set deadline with any and all information he has
about the assets or other circumstances thereto related and about persons who have some relatio
the assets or have been involved in disposing of the assets in any manner whatsoever. Upon requ
of the Ministry, he or she shall produce documents about the assets, persons or other circumstanc
concerning the assets and shall allow access to it to authorized personnel of the Ministry.

(8) A failure to perform the duty in keeping with Paragraph 7 carries a procedural fine of up to
CZK 100 000. The procedural fine may be imposed repeatedly if the duty has not been met after
previous fine. The total of such fines must not exceed the amount of CZK 500 000. The fines
represent an income to the state budget.

Section 13
Safe Keeping of Released or Forfeited Assets

(1) Unless provided otherwise hereafter, the safe keeping of the released or forfeited assets
carried out by the Ministry. With respect to such assets, the Ministry is authorized to execute al
acts and act in all proceedings in connection with the management of the assets which would L
otherwise the right of the owner.

(2) To cover the cost of the safe keeping of the released or forfeited assets, revenues flowin
from such assets shall be used in preference; if there are no such revenues and no other soluti
appears feasible, proceeds from the sale of such assets or any part thereof to the extent necess
shall be used.

(3) If it appears to be necessary, due to existing circumstances and in order to maintain th:
value of such assets, the Ministry shall decide on the sale of assets subject to internation:
sanctions, or any part thereof; proceeds from such sale are considered to be assets subject
international sanctions.

(4) The Ministry shall keep separate accounts and records in connection with such released ¢
forfeited assets and shall carry out their stock-taking.

(5) In connection with safe keeping of the released or forfeited assets, the Ministry shall duly
protect the assets, take proper care of them, manage them in an effective and economical mann
guard them from damage, harm, loss, theft and abuse and it shall make claims for damages in
timely fashion or motion for release of an item of unjustified enrichment, it shall continuously
monitor whether debtors pay their dues in a timely fashion and in particular apply and enforce the
rights of the owner or creditor or holder of securities, and it shall make sure that such rights shal
not be statute-barred and extinct. Further, the Ministry shall not enter into a contract, as a lessor, c
the use of such assets for consideration coupled with an agreement on a subsequent transfer of
ownership title to such assets, it shall not enter into an agreement on the sale of an enterprise or
organizational component, use these assets as collateral or encumber immovable assets with
easement, or transfer rights attached to released or forfeited assets as security.



(6) Safe keeping of released or forfeited assets in the form of

a) radioactive material or waste shall be carried out by the Public Agen&athoactive Waste
Management,

b) tobacco products shall be carried out by the Czech Agriculture and Food Inspection Authority
or the Czech Trade Inspection,

c) animals or plants shall be carried out by the Ministry of Environment,

d) weapons, ammunition and explosives shall be carried out by the Ministry of Interior.

(7) In dependence on the nature and the extent of items and rights that represent the released
forfeited assets, the Ministry may authorize the Office of the Government Representation in
Property Affairs with its management.

(8) In the event the management of the released or forfeited assets cannot be carried out by tl
Ministry or the body authorized under Paragraph 7, the Ministry shall authorize another governmen
department with the management in dependence on the nature of such assets.

(9) In the event the management of the released or forfeited assets cannot be carried out by tl
Ministry or the body authorized under Paragraph 7 or the government department under Paragray
8, then the Ministry may enter into an asset management agreement with an entity experienced
the corresponding type of business. Such agreement must stipulate the consideration for such as
management and must cover liability for damage caused to the assets during its managemel
Otherwise, the agreement shall be considered null and void.

(10) The Ministry having appointed an administrator under Paragraph 7 or 8 or having signed
an agreement under Paragraph 9, the administrator shall acquire the right with respect to th
released or forfeited assets to represent the owner in all acts or proceedings in connection with tl
asset management which would otherwise be the right of the owner. The Ministry may specify the
scope of such authorization to carry out owner’s rights in its decision or agreement. Obligations ant
limitations set forth in Paragraph 5 apply to the administrator likewise; the administrator must
comply with the instructions issued by the Ministry.

Section 14
Information and Data Gathering

(1) In order to fulfill the purpose of this Act, the Ministry has the right to process information
including personal date. Personal data may be processed without the consent of the persc
concerned, however, taking regard of the duty to protect against unlawful interference with persong
and private life.

(2) Public administration bodies including self-governing bodies responsible for carrying out
the role of the state administration shall provide to the Ministry upon its request information,
including personal data, from their respective information systems. In addition to meeting the
purpose of this Act, the Ministry may use the information for the purpose of fighting money-
laundering”.

(3) In order for the Ministry to perform its authority hereunder, the Ministry of Interior shall
provide to the Ministry with remote access to the following information:
a) regarding citizens:

1. name or names, surname, maiden name,

2. date of birth,

3. sex,

4. place and district of birth, regarding citizens born in a foreign country, place and country
of birth,

N Act No. 61/1996 Coll., On Some Measures Against Legalisation of Proceeds from Criminal Activity, as

amended.
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b)

©NOo O

12.
13.

14.

15.

16.

17.

I.D. number given at birth,

citizenship or citizenships,

address of permanent residence, including previous addresses of permanent residence,
date of commencement of permanent residence, or date at which the information about th
place of permanent residence was cancelled, or the date of termination of permanen
residence in the territory of the Czech Repubilic,

information about limited legal capacity or incapacitation,

. prohibition of stay, place of prohibition of stay and its duration,
11.

I.D. number given at birth of the father, mother, or another statutory representative; in the
event that one of the parents or the statutory representative do not have the I.D. numbe
given at birth, then the name or names, surname and date of birth,

marital status, date and place of entering into matrimony,

I.D. number given at birth of the spouse; in the event that the spouse does not have the I.C
number given at birth, then the name or names of the spouse, surname and date of birth,
I.D. number given at birth of a child; in the event that the child is a foreign national and
does not have the I.D. number given at birth, then the name or names of the child, surnam
and date of birth,

regarding an adopted child, information about the type of adoption, the former and new
name or names of the child, surname, former and new 1.D. number given at birth, date anc
place of birth, 1.D. numbers given at birth of the adoptive parents, date of the legal validity
of the decision on the adoption or of the decision on the cancellation of the adoption of the
child,

date, place and district of death, in the event of death outside of the Czech Republic, ther
date and country of death,

the date of death stated in the court ruling pronouncing a person dead;

regarding foreign nationals with a residence status in the Czech Republic or foreign nationals
with an asylum in the Czech Republic:

CoNoO~WNE

14.

15.

16.

name or names, surname, maiden name,

date of birth,

sex,

place and country of birth of the foreign national,

[.D. number given at birth,

citizenship or citizenships,

type and address of residence,

number and expiration of the residence permit,

date of commencement of permanent residence, or date at which the information about th
place of permanent residence was cancelled,

. information about limited legal capacity or incapacitation,

. administrative expulsion and period for which entry to the Czech Republic is prohibited,

. marital status, date and place of entering into matrimony

. 1.D. number given at birth of the spouse; in the event that the spouse is a foreign nationa

and does not have the I.D. number given at birth, then the name or names of the spous:
surname and date of birth,

I.D. number given at birth of a child provided the child is a resident; in the event that the
child is a foreign national and does not have the I.D. number given at birth, then the name
or names of the child, surname and date of birth,

I.D. number given at birth of the father, mother, or another statutory representative,
provided they are residents; in the event that one of the parents or the statutory
representative do not have the I1.D. number given at birth, then the name or names, surnarn
and date of birth,

regarding an adopted child, provided the child is a resident, information about the type of
adoption, the former and new name or names of the child, surname, former and new I.D

11



number given at birth, date and place of birth, 1.D. numbers given at birth of the adoptive
parents, date of the legal validity of the decision on the adoption or of the decision on the
cancellation of the adoption of the child,

17. expulsion and period for which entry to the Czech Republic is prohibited,

18. date, place and district of death, in the event of death outside of the Czech Republic, thel
date and country of death,

19. the date of death stated in the court ruling on pronouncing a person dead.

(4) For the period of five years, information identifying the Ministry employee who has
requested particular information shall be stored in the information system of the Ministry.

(5) Information gathered in keeping with this Act shall be preserved for the time period
necessary to meet its purpose. The Ministry may disclose such information only in keeping with its
authorization granted under Section 16 Paragraph 3.

(6) In carrying out its activities and meeting the purpose hereof, the Ministry shall make use of
records available under separate legislation regarding money laundering.

(7) The Ministry may store date gathered hereunder in a database and in keeping with term
stipulated by separate legislaffbriTo that end, the Ministry may combine information gathered
hereunder with information available under separate legislation regarding money laundering in ¢
single database. Should it jeopardize the purpose hereof, the Ministry shall not provide upon reque
in keeping with a special law any information regarding data stored in a database hereunder.

(8) In the event the Ministry has knowledge of facts which support a probable cause to believe
that a criminal offence was committed, it shall file a criminal complaint with the police in keeping
with the Code of Criminal Procedure, and it shall provide the law-enforcement bodies with all
information and evidence it has in connection with the complaint.

(9) In order to meet the purpose of international sanctions, the Ministry shall, in the course of
exchanging and obtaining information to the extent stipulated by an international agreement bindin
on the Czech Republic or on the basis of reciprocity, cooperate with foreign bodies with the same c
similar jurisdiction in the area of international sanctions. Provided that the information shall be usec
solely for the purpose of this Act and provided it will enjoy the same level of protection as herein
granted, the Ministry may cooperate also with international organizations..

Section 15
Oversight

(1) Government bodies responsible for the oversight shall oversee also fulfillment of
obligations hereunder; if there is no such government body, the oversight shall be carried out by th
Ministry. If problems are uncovered in connection with obligations hereunder, then the respective
government body shall provide available documentation for punitive proceedings to the Ministry of
Industry and Trade in matters that fall under its jurisdiction and to the Ministry in all other matters.
The responsible government body shall continue to cooperate with the said ministries in the
punitive proceedings.

(2) The Czech National Bank shall oversee the performance hereunder in case of banks
branches of foreign banks and persons who have been issued a foreign-currency license by it;
case problems are uncovered the Czech National Banks shall proceed in keeping with Paragraph
second sentence.

9 Act no. 101/2000 of the Coll., on the Protection of Personal Data and Modifications to Some Laws, as amended.
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Section 16
Confidentiality

(1) Employees of the Ministry and of bodies mentioned in Section 15 shall maintain
confidentiality regarding actions taken and information gathered hereunder. The confidentiality
obligation extends to those who become aware of the information gathered hereunder in connectic
with inquires carried out by the Ministry.

(2) The confidentiality obligation of persons mentioned in Paragraph 1 does not become extinct
upon termination of employment or another relation to the body mentioned in Section 15.

(3) The confidentiality obligation under Paragraphs 1 and 2 cannot be invoked with respect to

a) law enforcement bodies provided they investigate or prosecutes a crime in connection with
enforcement of international sanctions or with terrorism or in connection with a reporting duty
linked to such a crime,

b) offices of prosecution in carrying out their dutles

c) government bodies responsible for enforcement of control regimes in connection with
disclosure of information required for meeting of obligations under separate legislation
governing exports and imports of goods and technologies subject to international control
regimes,

d) persons conducting oversight in keeping with Section 15,

e) courts hearing civil or administrative cases in connection with claims hereunder,

f) person who could be entitled to make a claim for damages caused hereunder, provided suc
disclosure is subsequent; in such a case the information disclosed may be limited or it
disclosure postponed until such time when the disclosure is not in jeopardy to the purpose o
this law,

g) respective foreign body in connection with exchange of information required for the purpose of
this law, unless prohibited under separate legislation,

h) intelligence services of the Czech Republic in connection with information required for their
mission, or

1) financial arbitrator judging a dispute between a petitioner and an institution under separate
legislation.

(4) In the event the Ministry has filed a criminal complaint in keeping with Section 14
Paragraph 8, it may provide information under Paragraph 3, Letters e) or f) only with the consent o
the acting law enforcement body.

PART FIVE
ADMINISTRATIVE DELICTS

Section 17
I nfractions

(1) An individual has committed an infraction by

a) violating a restriction or prohibition set forth in Sections 5 through 8 herein,

b) violating a restriction or prohibition set forth in directly applicable legislation of the European
Communities whereby international sanctions have been imposed in keeping with Section 2
Letter c),

c) failing to meet the reporting duty under Section 10, Paragraph 1,

o Section 42 Act no. 283/1993 Coll., on State Prosecution, as amended by Act. no. 261/1994 Caoll.,
Section 66 Para. 2 of Act no. 150/2002 Coll., Rules of Administrative Procedure.
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d) disposing of assets subject to international sanctions in conflict with provisions of Section 11,
Paragraph 1, or
e) violating the confidentiality obligation under Section 16, Paragraph 1.

(2) The infractions under Paragraph 1, Letters a) through c) carry a fine of up to CZK
4 000 000.

(3) The infraction under Paragraph 1, Letter d) carries a fine of up to CZK 500 000, the
infraction under Paragraph 1, Letter e) carries a fine of up to CZK 200 000
Section 18
Administrative Delicts of Legal Persons and Self-Employed Individuals
(1) Legal person or a self-employed individ@4have committed an administrative delict by

a) violating a restriction or prohibition set forth in Sections 5 through 8 herein,

b) violating a restriction or prohibition set forth in directly applicable legislation of the European
Communities whereby international sanctions have been imposed in keeping with Section 2
Letter c),

c) failing to meet the reporting duty under Section 10, Paragraph 1, or

d) disposing of assets subject to international sanctions in conflict with provisions of Section 11,
Paragraph 1.

(2) The administrative delicts under Paragraph 1, Letters a) through c) carry a fine of up to
CZK 4 000 000 or confiscation of assets.

(3) The administrative delict under Paragraph 1, Letter d) carries a fine of up to CZK 500 000.

(4) Provided the legal person or the self-employed individual obtained, through the
administrative delict under Paragraph 1, Letters a) through c), a personal gain or a gain for a thir
party in excess of CZK 5 000 000, or caused damage in excess of CZK 5 000 000 or other seriot
consequence, then the fine imposed shall be up to CZK 50 000 000.

Section 19
Confiscation

(1) In connection with an administrative delict under Section 18, assets may be confiscated if
they belong to the perpetrator and

a) were used or designated for committing the delict under Section 18, or
b) were obtained through committing of the delict under Section 18 or in exchange for such assets

(2) Confiscation of assets may be ordered in addition to a fine or singularly if it appears to be &
sufficient sanction given the nature of the administrative delict.

(3) Assets must not be confiscated if their value is in sharp disproportion to the nature of the
administrative delict..

(4) The assets are confiscated to benefit the state which becomes the legal owner of such asse

Joint Provisions on Administrative Ddlicts
Section 20

(1) Legal person shall not be held liable for an administrative delict if it can prove that it
exerted reasonable effort to prevent the violation.

10) Section 2, Paragraph 2 of the Commercial Code, as amended by Act no. 85/2004 Caoll.
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(2) In assessing the fine for a legal person, the gravity of the administrative delict, in particular
the way in which it was committed and its consequences, shall be taken into account as well as tf
extent, significance and time of jeopardizing the foreign-policy and security interests of the state.

(3) The liability of the legal person becomes statute-barred, provided the administrative body
did not commence the proceedings within 3 years of being notified of the same but no later thai
within 10 years of its commitment.

(4) The liability for conduct in connection with a business activity of a self-employed p&tson,
or in direct relation to it, is governed by the provisions concerning liability of and sanctions against
legal persons.

(5) This law governs also administrative delicts committed by a Czech person in a foreign
country provided the person violated a restriction or a prohibition imposed by this Act or directly
applicable legislation of the European Communities which carry out a common position or a joint
action adopted under the EU Treaty common foreign and security policy provisions.

(6) Administrative delicts under this Act shall be heard by the Ministry of Industry and Trade,
if the international sanctions which might have been violated by the said administrative delict
concern foreign trade with military material or the regime of the European Communities to control
exports of dual-use goods and technologies. Other administrative delicts shall be heard by th
Ministry.

(7) Fines shall be collected and enforced by the Tax Administration Office having territorial
jurisdiction according to a specific legislation. The fines represent revenue for the state budget o
the Czech Republic.

(8) In connection with collection and enforcement of fines, the Tax Administration Law shall
apply.

Section 21

Except for provisions of Sections 4 through 8, this law shall apply in connection with
restrictions and prohibitions set forth in directly applicable legislation of the European
Communities which implements a common position or a common action adopted under the EL
Treaty common foreign and security policy provisions as of the date of effect of this legislation.

PART SIX
FINAL PROVISIONS

Section 22

(1) This Act is without prejudice to provisions of specific legislation concerning foreign trade
with military material or the regime of the European Communities to control exports of dual-use
goods and technologies.

(2) This Act is without prejudice to duties and obligations of central government bodies and the
Czech National Bank to carry out other responsibilities to which they are obligated within their
scope of authorization in connection with international sanctions, or to their duty to act as member:
of various international bodies. In the event it proves necessary that as a result of such acting «
international sanctions a government decree should be issued regarding their authority hereunde
they shall cooperate with the Ministry on its drafting.

15



Section 23
Authority
(1) The government may issue a decree to specify procedures for fulfilling the EU legislation

defined in Section 2 Letter c).

(2) Through an ordinance, the Ministry shall stipulate in detail how the reporting duty should

be performed and shall publish a specimen of the government I.D. referred to in Section 12
Paragraph 6.

Section 24
The following regulations shall be revoked:
Act no. 48/2000 Coll., on measures regarding the Afghan movement of Taliban.

Act no. 98/2000 Coll., on implementation of international sanctions to maintain international
peace and security.

Act no. 4/2005 Coll., on some measures regarding the Republic of Irag.

Government Decree no. 164/2000 Coll., on measures regarding the Afghan movement o
Taliban.

Government Decree no. 327/2001 Coll.,, on additional measures regarding the Afghan
movement of Taliban.

Government Decree no. 334/2001 Coll., on measures against some individuals of the Feder:
Republic of Yugoslavia.

Government Decree no. 170/2003 Coll., on some measures regarding the Republic of Iraqg.

Section 25
Effect
This Act comes into effect as of the first day of the month following the month of its

publication.

(Published in the Collection of Laws, Chapter 29, 15 March 2006)
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ANNEX 9

552/1991 Coll.

ACT
of the Czech National Council
dated 6 December 1991
governing State | nspection

Amendment:
Amendment:
Amendment:
Amendment:
Amendment:
Amendment:
Amendment:
Amendment:
Amendment:

166/1993 Caoll.
148/1998 Coll.
132/2000 Caoll.
274/2003 Coll.
392/2005 Coll.
501/2004 Coll.
314/2005 Coll.
230/2006 Coll.
281/2009 Coll.

The Czech National Council has approved the following law:

PART ONE
Fundamental provisions

Section 1

The purpose of this law is to regulate the performance of state inspection in the Czech Republic.

Section 2
For the purpose of this law a state inspection is performed by the following bodies:

a) Cancelled.

b) Ministries and other central bodies of state administration in the extent laid down in the special
laws;

¢) The local bodies of state administration and municipalities provided that they perform the state
administration in the extent laid down in the special laws;

d) Other bodies of state administration within competence of which falls a specialized inspection
pursuant to the special regulation, 1) (henceforth referred to only as “the inspection bodies”).




1) For example, the Act No. 63/1986 Coll. governing the Czech Agricultural and Food Inspection, the Act No.
64/1986 Coll. governing the Czech Trade Inspection, the Act No. 174/1968 Coll. governing State Professional
Supervision over the Safety of Work as subsequently amended.

Section 3
1) For the purpose of this law a state inspection means the inspection activity of bodies laid down
in Section 2 which is focused on the management of financial and tangible of the Czech Republic
and the fulfilment of duties resulting from the generally binding regulation or duties imposed
based on this regulation.
2) For the purpose of this law a state inspection does not mean an inspection performed within the
reporting line.

Section 4
Courts, the Public Prosecutor’s Office and the State Notary's Office, except for their management
of financial and tangible means of the Czech Republic, the decision-making activity of the state
administration bodies including proceedings preceding them, the performance of competence of
the armed safety corps and the corps of correcting facilities performed pursuant to the special
regulation are not subject to the inspection performed pursuant to this law.

PART TWO

Cancelled

Section 5

Cancelled

Section 6

Cancelled

Section 7

Cancelled

PART THREE



Fundamental rules of an inspection activity
(the Inspection Order)

Section 8

1) This Inspection Order governs procedures for the performance of an inspection and
relationship between the inspection bodies laid down in Section 2 of this law and bodies
inspected, legal entities and natural persons (henceforth referred to only as “the persons
inspected”) in the course of an inspection performed:

a) Based on own initiative of the inspection bodies;
b) Based on the request of the state bodies authorised to do so by the special laws, 2);
c) In other cases provided that it is laid down in the special law.

2) This Inspection Order is followed by the inspection bodies laid down in Section 2 of this law
unless the special regulation sets the different procedure.

2) For example, the Act No. 141/1961 Coll. on the Criminal Court Proceedings as subsequently amended, the Act
No. 60/1965 Coll. on the Public Prosecutor’'s Office as subsequently amended.

Section 9
Persons appointed to perform inspection activity
An inspection activity is performed by the officers of the inspection bodies (henceforth referred to
only as "the inspection officers”) based on the written authorisation of these bodies.
Section 10
Exclusion of the inspection officers

1) An inspection must not be performed by those inspection officers who with respect to their
relation to persons inspected or the subject matter of the inspection are suspected of being bias.

2) The inspection officer it obliged to announce to his supervising officer any facts indicating him
being bias immediately after he learns about them.

3) The persons inspected will announce to the inspecting body facts indicating that the inspection
officer is bias immediately after they learn about them.

4) The head of the inspecting body or the staff member appointed by him (henceforth referred to
only as “the head of the inspecting body”) will make a decision that the inspection officer is bias
without unnecessary delay.



5) Until the decision whether the inspection officer is bias is made, the inspection officer makes
only those acts which cannot be deferred.

6) The decision of the head of the inspecting body with respect to bias cannot be separately
appealed.

Rights and duties of the inspection officers
and the persons inspected

Section 11
In the course of an inspection the inspection officers are authorised as follows:

a) To enter buildings, plants, the land and other areas of persons inspected provided they relate to
the subject matter of inspection; habitation is inviolable 3);

b) To require that the persons inspected submit original documentation and other material, data
recorded on the memory media of information technology means, their extracts and software
source codes and the samples of products or other merchandise (henceforth referred to only as
“the documentation”) be submitted by deadlines set;

c) To get acquainted with confidential facts provided that the inspection officer shows a
certification for the appropriate degree of confidentiality of these facts issued pursuant to the
special law.4);

d) Require that the persons inspected provide true and complete information with regard to the
inspected and related facts;

e) To secure documentation under justified circumstances; the take over of this documentation
must be confirmed in writing to the person inspected and the copies of this documentation have to
be left with the person inspected;

f) To require that the persons inspected submit a written report with respect to the removal of
insufficiencies identified in the period set;

g) To impose disciplinary penalties in cases laid down in this law;

h) To use the telecommunication devices of the persons inspected in cases when such use is
necessary in order to secure an inspection.

3) Article 12, Paragraphs 1 and 3 of the Charter of Human Rights and Freedoms (the Constitutional Act No.
23/1991 Coll.).

4) Act No. 412/2005 Coll. governing the Protection of Confidential Information.

Section 12

1. In the course of an inspection, the inspection bodies are obliged to determine the actual
situation. The inspection officers are obliged to prove the observations of the inspection by the
documentation.



2. The inspection officers are further obliged to:

a) Announce to the person inspected the commencement of an inspection and submit an
authorisation to perform an inspection;

b) Maintain the rights and interests protected by rights of the persons inspected;

c) Return to the person inspected the documentation taken over when reasons for the take over of
the documentation pass away without unnecessary delay;

d) Ensure the proper protection of the original documentation taken over against loss, destruction,
damage or misuse;

e) Prepare reports with respect to the results of inspections;

f) Keep confidentiality with respect to all facts which they learned in the course of an inspection
and not to misuse this information.

Section 13

The inspection officers may be deprived of their duty to keep confidentiality by the person in the
interest of whom they are liable to keep confidentiality or, in case of public interest, the head of
the inspecting body. The duty to announce certain facts to the bodies competent pursuant to the
special regulation is not affected by this stipulation. 5)

5) For example, Section 8 No. 141/1961 Coll. governing Criminal Court Proceedings (the Criminal Procedure
Code) as subsequently amended.

Section 14

1. The persons inspected are obliged to create basic conditions for the performance of an
inspection, namely to provide co-operation relevant to the competence of the inspection officers
laid down in Section 11, Letter a) to f) and h) of this law. Natural persons are not obliged
pursuant to Section 11, Letter d) of this law where the fulfilment of such obligation could
potentially cause the criminal prosecution of them or persons related.6)

2. The persons inspected are obliged to provide material and technical equipment for the
performance of an inspection in the extent necessary which corresponds with the nature of their
activity and technical equipment.

6) Section 116 of the Civil Code.

Report

Section 15

1. A report which is prepared with respect to the observations of an inspection includes namely
description of observations with the enumeration of insufficiencies and reference to the
regulations which were breached.



2. The report includes the designation of the inspecting body and the inspection officers
participating in the inspection, the designation of the person inspected, the place and time of an
inspection, the subject matter of an inspection, observations, the designation of the
documentation and other materials on which the observations are based. The report is signed by
two inspection officers who participated in the inspection.

Section 16

1. The inspection officers are obliged to acquaint the persons inspected with the content of the
report and provide them with the original report.

2. By signing the report the persons inspected acknowledge that they were acquainted with the
content of that report and also that they received that report.

3. Where the person inspected refuses to get acquainted with the inspection observations or to
acknowledge that he was acquainted with those observations, then such facts are included in the
report.

Section 17

The person inspected may submit in writing justified objections in the period of 5 days from the
date when he was acquainted with the report unless the inspection officer sets longer period.

Section 18
Proceedings with respect to the objections of the persons inspected

1. The objections are decided upon by the head of the inspecting body unless it is stipulated
otherwise by the law.

2. Inspection officer may decide upon objections only if the objections are fully satisfied;
otherwise he submits the objections to the head of the inspecting body within 7 days from the
date when they were delivered.

3. It is not possible to appellate the decision on objections.

4. In case that administrative procedure concerning imposing of penalty with inspected person is
initiated within three months from delivery of objections inspection officer or head of the
inspecting body may decide that objections will be decided within this procedure instead of the
procedure according to the Para 1) or 2); in case that administrative body other than inspecting
body is competent to administrative proceedings objections may be handed over to this
administrative body. If administrative procedure was initiated in direct connection with just some



facts contained in report which can be separated the procedure according sentence one is used
only for objections connected with facts to which the administrative procedure was initiated. It is
not possible to appellate these decisions.

5. In case of decision according to Para 4) administrative body settle objectives within the
reasoning of the decision.

Section 19
Disciplinary penalty

1. The inspecting body may impose a disciplinary penalty of up to CZK 50,000 on a natural
person who caused that the inspecting body did not fulfil obligations pursuant to Section 14 of
this law can be imposed.

2. The disciplinary penalty can be imposed repeatedly provided that the obligation was not
fulfilled in the period set by the inspection officers. The total of such disciplinary penalties must
not exceed the amount of CZK 200,000.

3. Disciplinary penalties can be imposed within one month from the date when the obligation was
not fulfilled.

4. Disciplinary penalties represent an income to the state budget of the Czech Republic.
Disciplinary penalties imposed by the municipality in the role of the inspecting body represent an
income of the municipality.

5. Disciplinary penalties are enforced by the body which imposed them.

Section 20
Costs incurred for the inspection

1. Costs incurred by the inspecting body in connection with the performance of an inspection are
borne by that inspecting body.

2. Costs incurred by the persons inspected in connection with the performance of an inspection
are borne by the persons inspected except for expenses incurred in connection with the
application of the entitlement pursuant to Section 11, Letter h) of this law. These costs are borne
by the state. The state is responsible for the damage caused to the persons inspected in connection
with the performance of an inspection and the state cannot be deprived of this obligation.



3. The entitlement to compensation of costs or damages pursuant to Paragraph 2 can be claimed
with the inspecting body within 6 months from the date when they occurred at the latest,
otherwise the entitlement expires.

Common provisions
Section 21

Where the inspection is performed simultaneously by several inspection bodies, those inspection
bodies are obliged to co-operate with each other and work in the manner allowing the highest
possible maintenance of the rights and interests protected by law of the persons inspected.

Section 22

The inspection bodies pass their observations with respect to insufficiencies to the competent
bodies which in their competence take measures to improve the situation determined.

Section 23

Upon request, the inspection bodies provide the central bodies of the state administration of the
Czech Republic with the results of an inspection. In such case, the officers of these bodies are
appropriately subject to the provisions of Section 12, Paragraph 2, Letter f) and Section 13 of this
law; they can also be deprived of the duty of confidentiality by the head of the competent central

body of the state administration.

Section 24

The inspection bodies announce to the bodies acting in the criminal proceedings any suspicion
with respect to the criminal activity detected in the course of an inspection. 5)

5) For example, Section 8 of the Act No. 141/1961 Coll. governing Criminal Court Proceedings (the Criminal
Procedure Code) as subsequently amended.

Section 25

Where the inspection bodies identify in connection with the performance of an inspection the
need to alter or cancel valid regulations, they further stimulate the competent state bodies.

Sections 26



Proceedings pursuant to this law, except for Section 18 of this law, are governed by the
administrative proceedings 7).

7) The Act No. 71/1967 Coll. governing the Administrative Proceedings (the Administrative Procedure Code).

PART FOUR

Final provisions

Section 27
Inspections commenced before this law enters into force will be completed pursuant to the
regulation valid at the moment when the inspection was commenced provided that the
proceedings with respect to the explanations has already been commenced.

Section 28
The following is cancelled:
1. The Act of the Czech National Bank No. 116/1971 Coll. governing the Committees and
Commissions of the People’s Inspection,
2. Decree of the Government of the Czech Socialistic Republic No. 24/1973 Coll. governing the
Commissions of the People’s Inspection in the Factories.

Section 29
This law enters into force on 1 January 1992.

BureSova (with her own hand)

Pithart (with his own hand)



ANNEX 10

Provision
of the Czech National Bank

No. 1 of 19 October 2010

on reporting by credit unions
to the Czech National Bank

Pursuant to Article 41(2) and (3) of Act No. 6/1993 Coll., on the Czech National Bank, as
amended, the Czech National Bank stipulates the following:

Article 1
Subject

This Provision stipulates the content, form, dates and manner of compiling and submitting
information and documents (hereinafter referred to as “statements”) to the Czech National
Bank by savings and loan associations' (hereinafter referred to as a “credit union”).

Article 2

Definitions
For the purposes of this Provision:

a) “statement” shall mean a structured set of data that have significant material and formal
links,

b) “dataset” shall mean a set of data with predefined data structures that are
methodologically described, transmitted and processed as a whole by an information
system,

¢) “methodology” shall mean a formalised description of the content and structure of the
datasets assigned to each of the statements with checks of the reported data and the
reporting duties appended, as well as other formalised instruments used for such
description.

Article 3

Content and time limits for compiling and submitting statements

(1) A credit union shall compile and submit to the Czech National Bank statements, a list
of which, with assigned data files, periodicity and submission time limits, is given in Annex 1

! Article 1 of Act No. 87/1995 Coll., on Credit Unions and Certain Related Measures and on the Amendment of
Czech National Council Act No. 586/1992 Coll., on Income Taxes, as amended, as amended.
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hereto. If the last day of a statement submission time limit falls on a Saturday, a Sunday or a
public holiday, this day shall be moved to the nearest following working day.

(2) The basic characteristics and content of the individual statements referred to in
paragraph 1 are given in Annexes 2 and 3 hereto.

(3) The statements referred to in paragraph 1 shall be compiled by a credit union as of the
following dates (hereinafter referred to as the “statement compilation date™):

a) for statements containing data for the actual situation, as of the last calendar day of the
reference period (for example, the calendar month, quarter), except for statements
DZ (CNB) 31-01, DZ (CNB) 76-01 and DZ (CNB) 80-01,

b) for statements DZ (CNB) 31-01 and DZ (CNB) 76-01 containing data for previous years,
as of 30 June of the current year and as of the last calendar day of the month within which
the relevant event occurred,

¢) for statement DZ (CNB) 80-01, as of 1 January of the current year and as of the date of
occurrence of the relevant event during the year,

d) for statements submitted upon request during the year, as of the date stipulated by the
Czech National Bank.

(4) The statements referred to in paragraph 1 shall be compiled and submitted by a credit
union with data on its business activities, on accounts receivable and other assets, and on
liabilities and other funds relating to the credit union’s activities in the Czech Republic, as
well as to the activities of its organisational units abroad.

(5) Statements DZ (CNB) 70-04, DZ (CNB) 71-04, DZ (CNB) 72-04, DZ (CNB) 75-04,
DZ (CNB) 76-01, DZ (CNB) 77-04 and DZ (CNB) 80-01 for consolidated groups or
regulated consolidated groups shall be submitted only by a credit union that is a responsible
credit institution in a financial holding entity group or a responsible credit union in a foreign
parent credit institution group. Statement DZ (CNB) 80-01 shall be submitted also by a credit
union that is a responsible credit union in a mixed-activity holding entity group. Statement
DZ (CNB) 81-04 shall be submitted only by a credit union that is a responsible credit union in
a mixed-activity holding entity group.

Article 4

Commencement and termination of compiling and submitting statements

(1) A credit union that has been granted a new credit union licence® (hereinafter referred
to as the “licence”) shall commence compiling and submitting statements in compliance
herewith immediately after it has been entered in the Commercial Register, unless the Czech
National Bank stipulates a later date by agreement.

(2) A credit union shall commence or terminate compiling and submitting statements DZ
(CNB) 70-04, DZ (CNB) 71-04, DZ (CNB) 72-04, DZ (CNB) 75-04, DZ (CNB) 76-01 and
DZ (CNB) 77-04 for regulated consolidated groups or statements DZ (CNB) 80-01 and DZ
(CNB) 81-04 for consolidated groups immediately after it has become or ceases to be a
responsible credit union in a financial holding entity group or a responsible credit union in a

2 Article 2a of Act No. 87/1995 Coll., as amended.



foreign parent credit institution group or, in the case of statements DZ (CNB) 80-01 and DZ
(CNB) 81-04, also a responsible credit union in a mixed-activity holding entity group.

(3) A credit union shall terminate compiling and submitting the statements stipulated
herein as of the date of termination of its licence.

(4) A credit union that has transferred its assets and liabilities to another credit union shall
submit statements pursuant hereto to the full extent and on the dates and in the form stipulated
until the date of termination of its licence, unless the Czech National Bank stipulates
otherwise by agreement.

Manner of compiling statements

Article 5

(1) A credit union shall compile the statements stipulated herein and submitted to the
Czech National Bank according to the methodology issued by the Czech National Bank. A
credit union that submits statements using the Czech National Bank’s internet application for
data collection (Article 7(1)(a)) or using the Czech National Bank’s web service for data
collection (Article 7(1)(c)) shall compile the statements according to the methodology
published by the Czech National Bank in a manner allowing remote access. A credit union
submitting statements via the EDI/EDIFACT application (Article 7(1)(b)) shall compile
statements according to the methodology transmitted to them by the Czech National Bank in
the form of a data message.

(2) Basic methodological information for compiling statement DZ (CNB)81-04 is given in
Annex 3 hereto.

Article 6

(1) A credit union shall compile statements using data from its information system and,
where necessary, also from other information sources.

(2) When compiling statements, a credit union shall, commensurately with the nature of
the statements, observe special legal rules concerning accounting and the compilation of
financial statements® or international accounting standards laid down in European Union law
(hereinafter referred to as “international accounting standards”)*, unless the methodology
(Article 5(1)) stipulates otherwise. For statements DZ (CNB) 30-12, DZ (CNB) 31-12, DZ
(CNB) 40-12, DZ (CNB) 41-12, DZ (CNB) 75-04, DZ (CNB) 76-01, DZ (CNB) 77-04, DZ
(CNB) 80-01 and DZ (CNB) 81-04 credit unions shall proceed in compliance with the decree
on prudential rules for banks, credit unions and investment firms (hereinafter referred to as
the “Decree™).

3 Act No. 563/1991 Coll., on Accounting, as amended, and Decree No. 501/2002 Coll., as amended.

* Article 2 of Regulation (EC) No. 1606/2002 of the European Parliament and the Council of 19 July 2002 on the
application of international accounting standards.

> Decree No. 123/2007 Coll., on prudential rules for banks, credit unions and investment firms, as amended.
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(3) A credit union shall include data for its organisational units abroad in data reported for
the credit union in the Czech Republic pursuant to Article 3(4) herein in compliance with the
applicable legal rules for the accounting area’ and international accounting standards.*

(4) When compiling statements for regulated consolidated groups in accordance with the
Decree, a credit union shall use the data consolidation methods laid down in the Decree.
Unless the methodology stipulates otherwise, data for regulated consolidated groups shall be
reported in compliance with international accounting standards.*

(5) Unless the methodology (Article 5(1)) stipulates otherwise, the reported data shall be
valued using the methods laid down in the legal rules for the accounting area’, in international
accounting standards® and in the Decree.

(6) For the purposes of compiling statements pursuant hereto, a credit union shall convert
data expressed in foreign currency into data reported in the Czech currency pursuant to a
special legal rule® at the foreign exchange market rate declared by the Czech National Bank
and valid as of the statement compilation date. For data in currencies for which the Czech
National Bank does not declare foreign exchange market rates, a credit union shall use the
exchange rates quoted by the reporting credit union as of the statement compilation date or
shall proceed in accordance with a special legal rule.” In the case of data relating to prudential
rules, a credit union may, in accordance with the Decree,® use the exchange rates declared by
the European Central Bank.

Manner and form of submitting statements

Article 7

(1) A credit union shall transmit statements, except for statement DZ (CNB) 81-04, to the
Czech National Bank in electronic form as a data message’ in the structure and form of data
files that are available via:

a) the Czech National Bank’s internet application for collection of data from non-banks

(SDNS), which is available in a manner allowing remote access, or
b) the credit union’s own application enabling electronic exchange of information

(EDI/EDIFACT), or
c¢) the credit union’s own application using the Czech National Bank’s web services for data

collection (SDNS-WS) for the submission of statements.

(2) A credit union shall furnish data reports transmitted using the applications referred to
in Article 1(a) or (c), prior to dispatching them, with the person’s secured electronic
signature'® based on a qualified certificate issued by an accredited provider of certification
services."" The credit union shall determine the person delegated to approve and sign data

6 Article 24(6) of Act No. 563/1991 Coll., as amended.

7 Article 60(4) of Decree No. 500/2002 Coll., implementing certain provisions of Act No. 563/1991 Coll., on
Accounting, as amended, for accounting units that are entrepreneurs keeping accounts in the system of double-
entry bookkeeping, as amended.

8 Article 53 of Decree No. 123/2007 Coll., as amended.

? Article 2(d) of Act No. 227/2000 Coll., on Electronic Signature and on the Amendment of Some Other Laws
(the Electronic Signature Act), as amended by Act No. 440/2004 Coll.

1 Article 2(b) of Act No. 227/2000 Coll., as amended by Act No. 440/2004 Coll.

' Article 2(j) of Act No. 227/2000 Coll., as amended by Act No. 440/2004 Coll.
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reports pursuant to Article 10. The electronic signature shall express this person’s agreement
with the data in the submitted statement.

(3) A credit union shall furnish data reports transmitted using the application referred to in
Article 1(b), prior to dispatching them, with a security mark based on a certificate issued by
the Czech National Bank. The Czech National Bank shall, on request, issue a certificate for
the creation of a security mark.

(4) The submitted data reports shall contain the name, surname and contact details of the
person delegated to prepare the data of the relevant statement. “Contact details” shall mean
contact information for such persons, i.e. telephone number, fax number and e-mail address.

(5) A credit union shall submit Statement DZ (CNB) 81-04 to the Czech National Bank in
electronic form. The basic methodological information for compiling the statement is given in
Annex 3 hereto. This statement shall be furnished with the secured electronic signature of a
delegated person authorised to act on behalf of the credit union pursuant to Article 10.

Article 8

(1) When submitting statements, a credit union shall be responsible for compliance of the
reported data with the methodology referred to in Article 5(1) and with the true situation.

(2) After checks have been made and the statement has been received by the information
service of the Czech National Bank, the Czech National Bank shall perform a check of
observance of logical links and the occurrence of other discrepancies. Should there be any
reasonable doubts concerning the accuracy or completeness of the statement data values
arising from the outcome of this check, the Czech National Bank may ask the credit union to
explain the reported data and/or to send a correction.'?

(3) Should a credit union subsequently find that data given in a statement received by the
Czech National Bank are not correct, it shall make corrections to the data of the said statement
and, where necessary, to the data of related statements and shall submit these corrected
statements to the Czech National Bank in the manner laid down in Article 7.

Article 9

(1) Where, on the basis of an audit of the financial statements by an auditor of a credit
union, changes are made to data reported in statements compiled as of 31 December, the
credit union shall submit in the manner stipulated in Article 7 a correction of all the
statements concerned pursuant to Article 3(1) within 30 calendar days following the making
of the corresponding changes in its accounts. The same procedure shall be followed in respect
of consolidated statements where changes are made to data on the basis of an audit of the
financial statements by auditors of other entities included in a regulated consolidated group or
a mixed-activity holding company group. In such case, the responsible credit union shall, in
accordance with the Decree'?, correct and resubmit the statements in the manner laid down in
Article 7 with an aggregate adjustment after an audit has been conducted in all other entities

12 Article 41(5) of Act No. 6/1993 Coll., on the Czech National Bank, as amended.
13 Article 5 and Article 214(a) of Decree No. 123/2007 Coll., as amended.
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included in the regulated consolidated group. The credit union shall inform the Czech
National Bank about the changes made by means of a commentary.

(2) Where, because of post-audit changes to the data, the data in another statement or
other statements as of subsequent time periods have been affected, a credit union shall revise
and send all these related statements in the manner laid down in Article 7.

Article 10

Delegated persons

(1) Where statements are compiled and submitted to the Czech National Bank using the
application referred to in Article 7(1)(a) or (c¢), a credit union shall delegate the preparation,
signing and transmission of data reports to the Czech National Bank within the meaning of
Article 7 to at least two persons (hereinafter referred to as “delegated persons™).

(2) The credit union shall provide the following details to the Czech National Bank:

a) the name and surname of the delegated person,

b) the workplace address, telephone and fax numbers and e-mail address of the delegated
person,

c) the number of the qualified certificate, including the name and identification number of
the provider of certification services that issued it,

d) the requested role of the delegated person in the internet application for data collection
(SDNS).

(3) Should the delegated persons’ details change, the credit union shall inform the Czech
National Bank about these changes.

Article 11

Additional information to submitted statements

(1) In relation to the reporting of exposure in statements DZ (CNB) 40-12 and DZ (CNB)
77-04, a credit union shall submit to the Czech National Bank in electronic form for each
quarter a list of all cases of exceeding the exposure limits laid down in the Decree'* which
occurred during the past quarter, aggregated for the investment and trading portfolio. In the
list, the credit union shall give the name of the person or the group of connected persons
concerned, the amount by which the relevant limits were exceeded, and the reason for
exceeding them. The credit union shall send the list to the Czech National Bank by the
fifteenth calendar day of the month following the end of the quarter;

(2) Information submitted by a credit union in compliance with the notification duty laid
down in the Decree'® which does not form part of statement DZ (CNB) 80-01 shall be sent to
the Czech National Bank by the credit union in electronic form within the same time limit as
that for submitting this statement. The structure and content of the additional information are
given in Annex 4 hereto.

4 Article 221a of Decree No. 123/2007 Coll., as amended.
'3 Article 214(a) of Decree No. 123/2007 Coll., as amended.
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Article 12

Repealing Provisions
The following regulations are hereby repealed:

(1) Provision of the Czech National Bank No. 3 of 25 June 2007, stipulating the
submitting of statements by credit unions to the Czech National Bank;

(2) Provision of the Czech National Bank No. 8 of 13 December 2007, amending
Provision No. 3 of 25 June 2007, stipulating the submitting of statements by credit
unions to the Czech National Bank;

(3) Provision of the Czech National Bank No. 1 of 11 November 2008, amending
Provision No. 3 of 25 June 2007, stipulating the submitting of statements by credit
unions to the Czech National Bank, as amended by Provision of the Czech National
Bank No. 8 of 13 December 2007, amending Provision No. 3 of June 25 of 2007,
stipulating the submitting of statements by credit unions to the Czech National Bank.

Article 13
Effect

This Provision shall take effect on 1 January 2011.

Governor

Miroslav Singer

Annexes 1-4

Financial Market Regulation and Analyses Department
Responsible employee:
Natasa Zulavska, tel. 224,412,719



Annex 1 to Provision of the Czech National Bank No. ...of ....... 2010

List and time limits for submitting statements by credit unions

Statement code Dataset Statement — dataset name Frequency Time limits for submitting
DZ (CNB) 10-12 ROZASI10 Monthly balance sheet of the credit union Monthly By the 29th calendar day of the following month; for the
December statement, by 10 February of the following
year
Non-regular Upon request during the year
DZ (CNB) 11-12 ROZASI1 Additional information to the financial statements of | Monthly By the 29th calendar day of the following month; for the
the credit union December statement, by 10 February of the following
year
Non-regular Upon request during the year
DZ (CNB) 20-12 VYZAS20 Monthly profit and loss account of the credit union Monthly By the 29th calendar day of the following month; for the
December statement, by 10 February of the following
year
Non-regular Upon request during the year
DZ (CNB) 30-12 DOZAS30 Report on the capital adequacy of the credit union Monthly By the 29th calendar day of the following month; for the
December statement, by 10 February of the following
year
Non-regular Upon request during the year
DZ (CNB) 31-01 DOZAS31 Additional information for determining the capital | Yearly By 29 July (as of 30 June)
requirement for operational risk of the credit union Non-regular By the 29th calendar day following the reference event
DZ (CNB) 40-12 DOZAS40 Report on the exposure of the credit union Monthly By the 29th calendar day of the following month; for the
December statement, by 10 February of the following
year
Non-regular Upon request during the year
DZ (CNB) 41-12 DOZAS41 Report on categorisation of receivables of the credit | Monthly By the 29th calendar day of the following month; for the
union December statement, by 10 February of the following
year
Non-regular Upon request during the year
DZ (CNB) 42-12 DOZAS42 Report on the liquidity of the credit union by residual | Monthly By the 29th calendar day of the following month; for the

maturity

December statement, by 10 February of the following
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year

Non-regular

Upon request during the year

DZ (CNB) 43-04 DOZAS43 Report on the concentration of loans and deposits of | Quarterly By the 29th calendar day of the month following the end

the credit union of the quarter; for the December statement, by 10
February of the following year

DZ (CNB) 50-04 DOZAS50 Report on the organisational structure of the credit | Quarterly By the 15th calendar day of the month following the end
union of the quarter

DZ (CNB) 70-04 KOZAS70 Quarterly balance sheet of the regulated consolidated | Quarterly By the 35th calendar day of the following quarter; for the
group of which the credit union is a member Q4 statement, by 25 March of the following year

Non-regular Upon request during the year

DZ (CNB) 71-04 KOZAS71 Additional information to the financial statements of | Quarterly By the 35th calendar day of the following quarter; for the
the regulated consolidated group of which the credit Q4 statement, by 25 March of the following year
union is a member Non-regular Upon request during the year

DZ (CNB) 72-04 KOZAS72 Quarterly profit and loss account of the regulated | Quarterly By the 35th calendar day of the following quarter; for the
consolidated group of which the credit union is a Q4 statement, by 25 March of the following year
member Non-regular Upon request during the year

DZ (CNB) 75-04 KOZAS7T5 Report on the capital adequacy of the regulated | Quarterly By the 35th calendar day of the following quarter; for the
consolidated group of which the credit union is a Q4 statement, by 25 March of the following year
member Non-regular Upon request during the year

DZ (CNB) 76-01 KOZAS76 Additional information for determining the capital | Yearly By 5 August (as of 30 June)
requirement for operational risk Non-regular By the 35th calendar day after the reference event

DZ (CNB) 77-04 KOZAS77 Report on the exposure of the regulated consolidated | Quarterly By the 35th calendar day of the following quarter; for the
group of which the credit union is a member Q4 statement, by 25 March of the following year

Non-regular Upon request during the year

DZ (CNB) 80-01 KOZAS80 Report on the structure of the consolidated group of | Yearly By 31 January of the current year (as of 1 January)
which the credit union is a member Non-regular During the year, immediately after the reference event

DZ (CNB) 81-04 KOZASS81 Report of the credit union on intra-group operations | Quarterly By the 35th calendar day of the following quarter; for the

(mixed-activity holding entity)

Q4 statement, by 25 March of the following year

Annex 1




Annex 2 to Provision of the Czech National Bank No. ... of ... 2010

Basic characteristics and content of statements submitted using the data collection
application

1. DZ (CNB) 10-12 Monthly balance sheet of the credit union

The basic balance sheet of the reporting entity contains data on the credit union’s economic
situation on an individual basis, broken down by portfolio in relation to the valuation
method, namely on assets, liabilities and equity in the basic breakdown derived from
international accounting standards, granted undrawn facilities, guarantees, receivables from
derivatives and received undrawn facilities, guarantees, liabilities from derivatives and
similar items. Data on assets are given at gross book value (i.e. items designated at fair
value are given at this fair value and items measured at amortised cost or acquisition price
are given at the value not adjusted for allowances and accumulated depreciation) and net
book value (i.e. items designated at fair value are given at this fair value and items
measured at amortised cost or acquisition price are given at the value adjusted for
allowances and accumulated depreciation). Allowances and accumulated depreciation are
given separately.

2. DZ (CNB) 11-12 Additional information to the financial statements of the credit union
This statement contains additional information on the main financial statements, i.e. the
balance sheet and the profit and loss account, pertaining to receivables and selected
financial liabilities broken down by sector and maturity, receivables and payables not
broken down by sector, debt securities issued, debt securities held broken down by issuer
sector, capital instruments held, financial assets broken down by sector and manner of
impairment (due to credit risk), the amount, creation and use of allowances, the structure of
interest income and interest expenses broken down by sector, and the amount of insured
receivables from client deposits (pursuant to Article 14 of Act No. 87/1995 Coll., as
amended).

3. DZ (CNB) 20-12 Monthly profit and loss account of the credit union
The profit and loss account contains an overview of revenue, expenses, profit, loss and
book profit or loss from the start of the calendar year to the end of the period under review.
Revenue and expenses items are broken down by type of revenue or expenses.

4. DZ (CNB) 30-12 Report on the capital adequacy of the credit union
This statement contains information pursuant to Decree No. 123/2007 Coll., on prudential
rules for banks, credit unions and investment firms, as amended (hereinafter the “Decree”).
This information relates chiefly to the structure of capital, overview of capital requirements
by risk type and method of calculation, calculation of capital adequacy and other additional
items. Information characterising the method of calculation of capital requirements for
credit risk by type and category of exposure is also reported.

5. DZ (CNB) 31-01 Additional data for determining the capital requirement for
operational risk of the credit union
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This statement contains the values of the relevant and alternative indicators for determining
the capital requirement for operational risk using the basic indicator approach (BIA), the
standardised approach (TSA) or the alternative standardised approach (ASA), in relation to
part four, heading IV, section 4 of the Decree.

6. DZ (CNB) 40-12 Report on the exposure of the credit union

This statement contains an overview of the exposures of the credit union on an individual
basis pursuant to the Decree whose total for the investment and trading portfolios exceeds
10% of capital for the calculation of the reporting entity’s exposure for individual persons
and groups of connected persons. The statement also lists exposures for individual persons
from the group of connected persons. Submission of exposures excluded from the limits
laid down in Article 181 of the Decree is also required. The following is mainly reported:
data identifying and classifying individual persons, the value of the exposures before any
adjustments (in a detailed breakdown) and at book value, security (personal, by assets and
by property), exposures after accounting for security and excluding selected exposures
from the exposure limits, and the ratios of exposure value to capital.

7. DZ (CNB) 41-12 Report on categorisation of receivables of the credit union
This statement contains basic information on the categorisation of selected exposures
(receivables) from financial activities of the investment portfolio by debtor default vis-a-vis
financial corporations (excluding central banks) and persons other than credit institutions
(including general government). The report is based on part six, heading II of the Decree.

8. DZ (CNB) 42-12 Report on the liquidity of the credit union by residual maturity
This statement contains information on the basic structure of assets broken down into
standard, watch and default receivables, payables, selected off-balance sheet items and the
net and cumulative balance sheet position by time band of residual maturity. The data are
given at net book value, i.e. items designated at fair value are given at this fair value and
items measured at amortised cost or acquisition price are given at the value adjusted for
allowances and accumulated depreciation.

9. DZ (CNB) 43-04 Report on the concentration of loans and deposits of the credit union
This statement contains information on the total amount of receivables and payables vis-a-
vis the 15 largest credit institutions and the 15 largest non-credit institutions (i.e. general
government and other clients). The data are given at the value before impairment (i.e. items
designated at fair value are given at the fair value gross of the cumulative losses from
impairment due to credit risk and items measured at amortised cost are given at the value
gross of allowances).

10. DZ (CNB) 50-04 Report on the organisational structure of the credit union

The statement includes basic identification and classification information on the credit
union, on the number of its employees and organisational units, basic identification
information on foreign branches, identification and classification information on elected
bodies (the statutory body, the control committee and the credit committee), managers,
contact persons and membership base. It also includes an overview of all members of the
credit union whose share in the equity capital of the credit union exceeds 5% and
information on qualifying holdings in the credit union and on the membership of the credit
union’s representatives in other legal entities.
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11. DZ (CNB) 70-04 Quarterly balance sheet of the regulated consolidated group of
which the credit union is a member
This statement contains information on the economic situation of the regulated
consolidated group of which the credit union is a member, where the credit union is also
required to form a regulated consolidated group under Article 5(2)(b) of the Decree,
broken down by portfolio in relation to the valuation method, namely on assets, liabilities
and equity in the basic breakdown derived from international accounting standards,
granted undrawn facilities, guarantees, receivables from derivatives and received undrawn
facilities, guarantees, liabilities from derivatives and similar items. Data on assets are
given at gross book value (i.e. items designated at fair value are given at this fair value
and items measured at amortised cost or acquisition price are given at the value not
adjusted for allowances and accumulated depreciation) and net book value (i.e. items
designated at fair value are given at this fair value and items measured at amortised cost or
acquisition price are given at the value adjusted for allowances and accumulated
depreciation). Allowances and accumulated depreciation are given separately.

12. DZ (CNB) 71-04 Additional information to the financial statements of the regulated
consolidated group of which the credit union is a member
This statement contains additional information on the main financial statements, i.e. the
balance sheet and the profit and loss account, of the regulated consolidated group of which
the credit union is a member, where the credit union is also required to form a regulated
consolidated group under Article 5(2)(b) of the Decree. This information pertains to
receivables and selected financial liabilities broken down by sector and maturity,
receivables and payables not broken down by sector, debt securities issued, debt securities
held broken down by issuer sector, capital instruments held, financial assets broken down
by sector and manner of impairment (due to credit risk), the amount, creation and use of
allowances, and the structure of interest income and interest expenses broken down by
sector.

13. DZ (CNB) 72-04 Quarterly profit and loss account of the regulated consolidated
group of which the credit union is a member
The profit and loss account of the regulated consolidated group of which the credit union
is a member, where the credit union is also required to form a regulated consolidated
group under Article 5(2)(b) of the Decree, contains an overview of revenue, expenses and
profit or loss of the regulated consolidated group from the start of the calendar year to the
end of the period under review. Revenue and expenses items are broken down by type of
revenue or expenses.

14. DZ (CNB) 75-04 Report on the capital adequacy of the regulated consolidated group
of which the credit union is a member
This statement contains information on the capital adequacy of the regulated consolidated
group of which the credit union is a member, where the credit union is also required to
form a regulated consolidated group under Article 5(2)(b). This information relates chiefly
to the structure of capital, overview of capital requirements by risk type and method of
calculation, calculation of capital adequacy and other additional items. Information
characterising the method of calculation of capital requirements for credit risk by type and
category of exposure is also reported.
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15. DZ (CNB) 76-01 Additional information for determining the capital requirement for
operational risk
This statement contains the values of the relevant and alternative indicators for
determining the capital requirement for operational risk using the basic indicator on a
consolidated basis for the regulated consolidated group of which the credit union is a
member, where the credit union is also required to form a regulated consolidated group
under Article 5(2)(b) of the Decree, using the basic indicator approach (BIA), the
standardised approach (TSA) or the alternative standardised approach (ASA), in relation
to part four, heading IV, section 4 of the Decree.

16. DZ (CNB) 77-04 Report on the exposure of the regulated consolidated group of
which the credit union is a member
This statement contains an overview of the exposures of the regulated consolidated group
of which the credit union is a member, where the credit union is also required to form a
regulated consolidated group under Article 5(2)(b) of the Decree, whose total for the
investment and trading portfolios exceeds 10% of capital for the calculation of the
reporting entity’s exposure for individual persons and groups of connected persons. The
statement also lists exposures for individual persons from the group of connected persons.
Submission of exposures excluded from the limits laid down in Article 181 of the Decree
is also required. The following is mainly reported: data identifying and classifying
individual persons, the value of the exposures before any adjustments (in a detailed
breakdown) and at book value, security (personal, by assets and by property), exposures
after accounting for security and excluding selected exposures from the exposure limits,
and the ratios of exposure value to capital. For reporting entities that use the IRB approach
to calculate the capital requirement for credit risk, the report on a consolidated basis must
contain at least 20 large exposures, or the 20 largest exposures.

17. DZ (CNB) 80-04 Report on the structure of the regulated consolidated group of
which the credit union is a member
This statement contains the information duties stipulated in part eight, Articles 214 and
215 of the Decree, and Annex 31 thereto. They pertain to basic identification and
classification information on parent undertakings, subsidiaries, affiliates and joint
ventures (above all basic data, equity capital, basic identification and classification
information on the members of statutory, supervisory and other control bodies, qualifying
holdings of parent undertakings in subsidiaries and affiliates, qualifying holdings in parent
undertakings and qualifying holdings of other entities (except parent undertakings) in
subsidiaries and joint ventures, inclusion in the regulated consolidated group and methods
of consolidation). The information duties that are not part of this statement" shall be sent
by the credit union to the Czech National Bank in parallel with the submission of this
statement.

Y See Annex 4 to this Provision.

Annex. 2 4



Annex 3 to Provision of the Czech National Bank No. ... of ... 2010

Basic characteristics and content of statement DZ (CNB) 81-04 Report of the credit
union on intra-group operations (mixed-activity holding entity)

The report contains an overview of selected operations, i.e. transactions, services and other
agreements between the credit union on the one hand and the mixed-activity holding entity or
its subsidiaries on the other hand (hereinafter referred to as the “partner”), including
guarantees provided and accepted and other off-balance-sheet transactions. The report
captures the transactions concluded in the reporting period.

For each monitored transaction, at least the following shall be given:

o the total value of the transaction (in the negotiated currency and in CZK, or converted into
CZK);

e the identification number (identification number/national identification number), name
and registered office/address of the partner with which the credit union performed the
transaction in question;

e the transaction type, based on the intra-group transaction classification, into which the
given intra-group transaction falls;

e an indication of whether or not the transaction is significant.

An intra-group transaction shall be treated as significant if it exceeds 5% of the sum of the
capital requirements determined on an individual basis by the credit union in the mixed-
activity holding entity group”. If there are less than five significant transactions under a given
type, the five transactions with the highest value shall be given (provided that they occur in
the given type and reporting period). For the purposes of the report, transactions concluded
with the same partner in the same currency and of the same nature shall be treated as a single
transaction — for instance three loans extended to the same partner shall be treated as a single
loan.

The report also includes more detailed information about the reported transactions and the
partners with which the credit union has concluded the reported transactions. The credit union
shall also state whether and how it subdivides intra-group transactions within the individual
transaction types.

The above-mentioned transaction type expresses the nature of the transaction, service or other
agreement concluded between the credit union and the partner participating in the given
transaction. To include a reported transaction in the relevant type, the credit union shall use
the following classification:

Type 1 — transactions resulting in capital links between entities in the mixed-activity holding
entity group, in particular the reporting entity’s monetary or non-monetary contributions to
the capital, reserve or capital funds, and the subordinated claims of the reporting entity;

Type 2 — transactions made as a result of capital links between entities in the mixed-activity
holding entity group, in particular transfers of all or part of profit and transfers from the
distribution of other own funds;

D Article 28 of Decree No. 123/2007 Coll., as amended.
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Type 3 — transactions in financial instruments, in particular securities transactions, derivatives
trades, loans and deposits;

Type 4 — off-balance-sheet transactions, in particular credit commitments, insurance and
reinsurance, guarantees and security;

Type 5 — services, in particular services in the fields of risk management, liquidity
management, transaction settlement, asset administration, asset management and advice;

Type 6 — breach of a contractual obligation or a statutory duty to the partner;

Type 7 — performance vis-a-vis the partner which is performance without a legal cause
(performance arising from an invalid legal act or performance arising from a legal cause
which has disappeared) or performance of an obligation which was to be rightly performed by
another entity in the mixed-activity holding entity group;

Type 8 — transactions other than those listed under Types 1 to 7.

The statement shall be completed by the credit union that is the responsible credit union in the
mixed-activity holding entity group.
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Annex 4 to Provision of the Czech National Bank No. ...of ...2010

Additional information submitted to statement DZ (CNB) 80-01 Report on the structure
of the consolidated group of which the credit union is a member

In accordance with Article 11, the credit union shall submit the following additional textual
and graphical information for Statement DZ (CNB) 80-01 submitted for consolidated groups:

1. textual information about the parent undertaking, i.e. the parent bank, foreign parent
bank, financial holding entity or mixed-activity holding entity:
a) the object of business (activities) entered in the Commercial Register;
b) a list of the activities it actually carries on;

2. textual information about subsidiaries:

a) the object of business (activities) entered in the Commercial Register;

b) a list of the activities they actually carry on;

c) a list of the services the subsidiary provides to the parent bank, foreign parent
bank, financial holding entity or mixed-activity holding entity;

d) a list of the services the subsidiary provides to other entities in the consolidated
group (not applicable to a mixed-activity holding entity group);

e) a list of the services provided by the parent bank, foreign parent bank, financial
holding entity or mixed-activity holding entity to the subsidiary (not applicable to
a mixed-activity holding entity group);

3. textual information about affiliates:

a) the object of business (activities) entered in the Commercial Register;

b) a list of the activities they actually carry on;

c) a list of the services the affiliate provides to the parent bank, foreign parent bank,
financial holding entity or mixed-activity holding entity;

d) a list of the services the affiliate provides to other entities in the consolidated
group (not applicable to a mixed-activity holding entity group);

e) a list of the services provided by the parent bank, foreign parent bank, financial
holding entity or mixed-activity holding entity to the affiliate (not applicable to a
mixed-activity holding entity group);

4. an ownership diagram of the consolidated group showing the entities included in the
regulated consolidated group;

5. a management diagram of the consolidated group showing the entities included in the
regulated consolidated group.



ANNEX11

DECREE

No. 233/2009 Caoll.
of 21 July 2009

on Applications, Approval of Persons and the Manner of Proving Professional Qualifications,
Trustworthiness and Experience of Persons, and on the Minimum Amount of Funds to be Provided
by a Foreign Bank to its Branch

Pursuant to Section 4 (1), Section 5 (5), Section 20 (4) and Section 26 (g)(6) of Act
No. 21/1992 Coll., on Banks, as amended (hereinafter the “Act on Banks”), pursuant to Section 2
(a)(1) and (9), Section 2 (b)(4) and Section 25 (f)(8) of Act No. 87/1995 Coll., on Savings and
Loan Associations and Certain Related Measures and on the Amendment to Act No. 586/1992
Coll. of the Czech National Council, on Income Taxes, as amended, as amended (hereinafter the
“Act on Savings and Loan Associations”), and pursuant to Section 199 (2) of Act No. 256/2004
Coll., on Undertaking on the Capital Market, as amended by Act No. 230/2009 Coll., the Czech
National Bank stipulates the following to implement Section 7 (2), Section 10 (4), Section 10
(d)(4), Section 19 (2), Section 20 (2), Section 28 (3), Section 30 (6), Section 32 (c)(8), Section 38
(2), Section 39 (5), Section 43 (4), Section 45 (2), Section 46 (2), Section 47 (1), Section 83 (4),
Section 85 (2), Section 103 (3), Section 104 (a)(1), Section 106 (2), Section 107 (2), Section 155
(a)(2) and Section 198 (3) of Act No. 256/2004 Coll., on Undertaking on the Capital Market, as
amended (hereinafter the “Act on Undertaking on the Capital Market”):

PART ONE
GENERAL PROVISIONS

Section 1

Subject of Regulation

(1) This Decree stipulates the essential elements of applications and specimens of application
forms and the contents of their annexes, provided that an applicant applies for

a) a banking licence for a bank having its registered office in the Czech Republic (hereinafter
the “licence for a bank™);

b) a banking licence for a foreign bank that intends to establish a branch in the territory of the
Czech Republic (hereinafter the “licence for a branch”);

c) an authorization to establish and operate a savings and loan association (hereinafter the
“authorization for a cooperative savings association”);

d) an authorization to perform the activities of an investment firm;

e) an authorization to perform the activities of an operator of a regulated market;

f) an authorization to operate a settlement system;

g) an authorization to perform the activities of a central depository;

h) an authorization to provide investment services through a branch of a foreign entity having
its registered office in a country that is not a Member State of the European Union or that is
not a Member State of the European Economic Area (hereinafter the “Member State”);
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k)
D

n)
0)

b)

a prior consent to perform the duties of a senior officer pursuant to the Act on Undertaking
on the Capital Market;

a consent to acquisition of or increase in a qualified holding in a regulated legal entity that is
a bank, a cooperative savings association, an investment firm, a regulated market operator or
a central depository (hereinafter the “regulated legal entity”), or a consent to control such
entities;

an authorization to transform a company’ or to make an agreement on transfer, pledge or
lease of a company’s enterprise;

registration of an investment intermediary;

entry in the list of tied agents;

entry in the list of liquidators and receivers; and

registration of further business activities.

(2) Further, this Decree stipulates

the supporting documents proving the trustworthiness and experience of persons in executive
managerial positions in a financial holding entity that comprises a bank or a cooperative
savings association; and

the documents and their annexes to prove the professional qualifications and trustworthiness
of persons elected as members of the board of directors, supervisory and credit committee,
and of other persons proposed for executive managerial positions in a cooperative savings
association.

(3) Further, this Decree stipulates the minimum amount of funds to be provided by a foreign

bank having its registered office outside the territory of a Member State to its branch established
in the Czech Republic.

a)

Section 2

Definition of Terms
For the purposes of this Decree, the following definitions shall apply:

document on a business licence means

1. for a legal entity and for a natural person operating a business who is registered in the
Commercial Register, an extract from the Commercial Register that contains the data
registered in the Commercial Register as at the date of lodging the relevant application,
including any motion for entry in the Commercial Register that has not been resolved by
the day of lodging the application, or information on such a motion;

2. for a legal entity that is not registered in the Commercial Register, a document attesting
to its existence and a document attesting to its business licence, if granted;

3. for a natural person operating a business who is not registered in the Commercial
register, the relevant business licence;

4. for a foreign legal entity, a document attesting to its business licence, if granted; a public
deed attesting, as a minimum, to the existence of the legal entity and information on its
registration, legal form and name; provided that these deeds do not contain information

]

Act No. 125/2008 Coll., on Transformations of Business Companies and Cooperatives.



b)

d)

g)

on the registered office address, statutory bodies or the manner of acting of the foreign
legal entity, such information shall be provided in some other demonstrable manner; and

5. for a foreign natural person operating a business, a document attesting to its business
licence or other similar document;

financial statements mean

1. the annual reports and financial statements either for the last 3 accounting periods or for
the period during which the applicant has been carrying on business, if the latter period
is shorter than 3 accounting periods; provided that the applicant is part of a consolidated
group, the consolidated annual reports and financial statements for the same period shall
also be submitted; provided that, pursuant to some other legal regulation®, the financial
statements must be verified by an auditor, the audited financial statements shall be
submitted;

2. documents similar to the documents described in subparagraph 1 above, provided that a
foreign legal entity or a foreign natural person operating a business is concerned; and

3. documents on the income earned for the last 3 years, assets and liabilities, provided that
a natural person is concerned;

document on having no criminal record means a document, not more than 3 months old,

similar to an extract from the Criminal Register”, issued by a foreign country of which the

natural person is a national, as well as by a foreign country where the natural person has

resided for a period of more than 6 consecutive months during the last 3 years;

information on closely related persons® means a list of persons that are closely related to the

applicant, a description of the group’s structure and the manner of relatedness, including a

graphic representation of relations among the individual closely related persons, including an

indication of whether the laws of the country in the territory of which the group has close

relations do not impede the performance of supervision by the Czech National Bank; for

persons closely related to the applicant, it shall also be specified the firm or corporate name,

identification number or date of incorporation and the registered office, provided that a legal

entity is concerned; or the first name(s) and surname, birth number or, as the case may be,

the date of birth and address of permanent residence or of the point of business, provided that

a natural person is concerned; and also the lines of business of the individual closely related

persons;

business plan means a business plan for the first 3 years of activities of a regulated legal

entity to the extent of the data contained in the financial statements pursuant to some other

legal regulation”, along with comments on its individual items containing, in particular, the

fundamental assumptions that the business plan is based on;

original counterpart means the original copy of a deed or an officially verified copy of a

deed;

strategic plan means the plan of the applicant who applies for a consent to acquisition of or

increase in a qualified holding in a regulated legal entity, or for a consent to control the same,

as regards

2)
3)
4

Act No. 563/1991 Coll., on Accounting, as amended.

Act No. 269/1994 Coll., on the Criminal Register, as amended.

Section 4 (6) of Act No. 21/1992 Coll., on Banks, as amended.

Section 1 (9) of Act No. 87/1995 Coll., on Savings and Loan Associations and Certain Related Measures and
on the Amendment to Act No. 586/1992 Coll. of the Czech National Council, on Income Taxes, as amended, as
amended.

Section 2 (1)(f) of Act No. 256/2004 Coll., on Undertaking on the Capital Market, as amended.
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the period for which the qualified holding is to be held;

the expected changes in the extent of the qualified holding in the short term and in the
long term,;

the expected degree of involvement in the strategic management of the regulated legal
entity;

any potential support for the regulated legal entity using the applicant’s own additional
funds, if necessary for the development of activities or for the maintenance of activities;
any agreements with other partners or members of the regulated legal entity; and
provided that the qualified holding exceeds 20 % of the registered capital or of voting
rights of the regulated legal entity, also regarding the development of activities of the
regulated legal entity with respect to the existing business plan, profit distribution and/or
loss settlement policy, including the dividend policy, the manner of financing the further
development of the regulated legal entity, its management and control system, and any
potential personnel changes and the strategic development of the regulated legal entity;

h) information on professional experience means

1.
2.
3.
4.

5.

information on the type of professional experience;

identification of the entity where the professional experience has been or was obtained,
designation of the working assignment and, provided that the experience is relevant to
activities in the financial market, also a description of the activities performed,
specification of the period of time during which the activity pursuant to subparagraph 3
above has been or was performed; and

a consent to performance of the working assignment required by other legal regulations,
where such a consent was necessary;

1) information on education means

1.

the name and category or type of educational institution, learning programme, focus of
the learning programme (field of study), duration of the learning programme, manner
and date of completion of the learning programme, any academic degrees obtained; and
a summary of training courses, short-term attachments and learning stays relevant to
activities in the financial market, including their year, focus, duration and any academic
degrees obtained;

j) senior officer means a person specified in

1.
2.
3.

Section 2 (1)(a) of the Act on Undertaking on the Capital Market;
Section 4 (5)(d) or Section 5 (4)(c) of the Act on Banks; and
Section 2 (a)(4)(a) of the Act on Savings and Loan Associations.

PART TWO
Chapter |
ENTRY TO THE SECTOR

Section 3

(1) An application for a licence for a bank pursuant to Section 4 (1) of the Act on Banks and
an application for an authorization for a cooperative savings association pursuant to Section 2
(a)(1) of the Act on Savings and Loan Associations shall be lodged on the form a specimen of
which is given in Annex No. 1 to this Decree.



(2) An application for an authorization pursuant to Section 7 (2), Section 38 (2), Section 83

(4) and Section 103 (3) of the Act on Undertaking on the Capital Market shall be lodged on the
form a specimen of which is given in Annex No. 2 to this Decree.

(3) The applicant to whom the licence or authorization pursuant to paragraphs 1 and 2 above

is to be granted shall lodge the application together with the annexes pursuant to Section 4.

Section 4

(1) Annexes containing the basic information on the applicant and information relating to the

applicant’s activities shall include

a)
b)

c)

d)
e)

the original counterpart of the applicable and unabridged version of the founding documents;
the original counterpart of the document on the applicant’s business licence [Section 2 (a)];
original counterparts of the documents on the origin of the applicant’s initial capital or
registered capital or, as the case may be, on other financial resources of the applicant, and on
the extent to which the registered capital has been paid up, unless such information is clear
from the document on the applicant’s business licence;

financial statements [Section 2 (b)]; and

a list of proposals for declaring any resolutions of the applicant’s general meeting invalid,
where the court proceedings have not been terminated through a final decision by the day of
lodging the application, provided that any such proposals have been raised and provided that
they might have a significant effect on the further operation of the company.

(2) Annexes containing information on the applicant’s senior officers shall include

the form pursuant to Annex No. 3 to this Decree, provided that an applicant pursuant to
Section 3 (2) is concerned; or the form pursuant to Annex No. 4 to this Decree, provided that
an applicant pursuant to Section 3 (1) concerned; which is to be completed and signed by
each of the applicant’s senior officers;

a curriculum vitae of each of the applicant’s senior officers, containing

1. information on education [Section 2 (i)]; and

2. information on professional experience [Section 2 (h)]; and

the original counterpart of the document on having no criminal record [Section 2 (c)] of each
of the applicant’s senior officers.

(3) Annexes containing information on persons with a qualified holding in the applicant and

on persons closely related to the applicant shall include

a)

a list of persons with a qualified holding in the applicant and of persons who have a qualified
holding in the applicant through acting in concert with another person, including a graphic
representation of relations among these persons, including information” on such persons
with a specification of the amount of interest or other form of participation in the applicant,
and in relation to persons acting in concert also the fact on the basis of which they do act in

5)

Section 2 (1)(j) of Act No. 256/2004 Coll., on Undertaking on the Capital Market, as amended.

Section 20 (16) of Act No. 21/1992 Coll., on Banks, as amended.

Section 2 (b)(13) of Act No. 87/1995 Coll., on Savings and Loan Associations and Certain Related Measures
and on the Amendment to Act No. 586/1992 Coll. of the Czech National Council, on Income Taxes, as
amended, as amended.



b)

d)

g)
h)

concert, and the form a specimen of which is given in Annex No. 13 to this Decree, which is
to be completed and signed by each of the persons contained in the aforementioned list;

a list of persons who are the statutory body or members of the statutory body of the legal
entity specified in subparagraph a) above, including an indication of the positions held by
such persons, and the form a specimen of which is given in Annex No. 4 to this Decree, item
1 and part D, which is to be completed and signed for every such natural person;

the form a specimen of which is given in Annex No. 4 to this Decree, item 1 and part D,
which is to be completed and signed for every natural person with a qualified holding in the
applicant and for every natural person who has a qualified holding in the applicant through
acting in concert with another person;

the original counterpart of the document on having no criminal record [Section 2 (c)] of each
of the natural persons specified in subparagraph a) above and of every person who is the
statutory body or a member of the statutory body of the legal entity specified in subparagraph
a) above;

the original counterpart of the document on business licence [Section 2 (a)] of each of the
persons specified in subparagraph a) above;

financial statements [Section 2 (b)] of each of the persons specified in subparagraph a)
above;

information on persons closely related to the applicant [Section 2 (d)]; and

the original counterpart of a written statement of the authority that performs supervision over
a person with a qualified holding in the applicant in the country of such a person’s registered
office, regarding the said person’s intention to participate in property terms in the business
activities of a regulated legal entity in the Czech Republic, provided that the person with a
qualified holding in the applicant is a person having its registered office outside the territory
of a Member State and provided that the person is subject to such supervision in the country
of its registered office.

Chapter II
BANK, COOPERATIVE SAVINGS ASSOCIATION
AND BRANCH OF A FOREIGN BANK

Section 5
Licence for a Bank and Authorization for a Cooperative Savings Association

(Re: Section 4 (1) of the Act on Banks, and Section 2 (a)(1) of the Act on Savings and Loan

Associations)

In the case of an application for a licence for a bank or in the case of an application for

an authorization for a cooperative savings association, the applicant shall proceed pursuant to
Section 3 (1) and, in addition to the Annexes set out in Section 4, the applicant shall enclose

a)
b)

c)

the business plan [Section 2 (e)];

a concept for the development of the activities of the bank or of the cooperative savings
association, particularly with respect to the proposed business plan and with respect to its
medium-term objectives;

the proposed management and control system of the bank or of the cooperative savings
association containing, in particular,

1. astrategy in respect of risk management;



d)

2. astrategy in respect of the capital and capital adequacy;

3. astrategy in respect of the development of information systems;

4. principles of the internal control system, including the principles of preventing potential
conflicts of interest and the principles of compliance; and

5. security principles, including the security principles for information systems;

the proposed organizational structure of the bank or of the cooperative savings association,

containing information on the delimitation of responsibilities, powers, major information

flows and relations among the bodies, employees and committees of the bank or of the

cooperative savings association, if they are to be set up;

a brief concept for the performance of the duties of a senior officer in the bank or in the

cooperative savings association; and

the proposed technical background for the performance of the individual activities and the

expected number of employees to ensure the planned activities of the bank or of the

cooperative savings association; the term “technical background” shall mean, in particular,

an adequate computer system, information system®, accounting system and statistical

record-keeping systems.

Licence for a Branch of a Foreign Bank

Section 6
(Re: Section 5 (1) and (5) of the Act on Banks)

(1) In the case of an application for a licence for a branch of a foreign bank, the application

shall be lodged on the form a specimen of which is given in Annex No. 5 to this Decree. The
applicant shall lodge the application together with the annexes pursuant to paragraphs 2 to 6
below.

a)
b)

©)
d)

€)
f)

g)

(2) Annexes containing the basic information on the applicant shall include

the original counterpart of the document on the applicant’s business licence [Section 2 (a)];
the original counterpart of the decision of the relevant body of the applicant regarding its
intention to establish a branch in the Czech Republic;

the original counterpart of the document attesting to the applicant’s existence and actual
registered office, and specifying who may act on behalf of the applicant and in what manner;
original counterparts of the documents on the origin of the funds provided for the activities
of the branch;

the applicant’s audited financial statements [Section 2 (b)];

the original counterpart of a written statement of the supervisory authority in the country of
the applicant’s registered office, regarding the applicant’s intention to establish a branch of
the bank in the Czech Republic, and the said supervisory authority’s declaration that it will
exercise banking supervision over the branch; and

documents attesting to the fact that the applicant observes capital re