STATEMENT BY THE GOVERNMENT OF THE CZECH REPUBLIC

CONCERNING THE ACCEPTANCE BY THE CZECH REPUBLIC

OF THE OBLIGATIONS OF MEMBERSHIP IN THE

ORGANISATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT

(November 15, 1995)

THE GOVERNMENT OF THE CZECH REPUBLIC:


Having regard to the Convention on the Organisation for Economic Co-operation and Development of 14th December 1960 (hereinafter called the "Convention") and to Supplementary Protocols Nos. 1 and 2 to the Convention;


Having regard to Article 16 of the Convention, which provides that the Council of the Organisation may invite any Government prepared to assume the obligations of membership to accede to the Convention;

STATES the following:

1.
The Czech Republic shall, by deposit of its instrument of accession to the Convention, assume the obligations of membership in the Organisation, accept the views and aims resulting from the Report by the Preparatory Committee of the Organisation of December 1960, and accede to the Acts of the Organisation which shall be in force at the time of such deposit, except as otherwise specified in the present Statement, including its Annexes.

2.
The Czech Republic wishes to make the following remarks regarding certain acts to which it proposes to accede:

ENVIRONMENT

--
Decision of the Council concerning the Mutual Acceptance of Data in the Assessment of Chemicals [C(81)30(Final), as amended]

--
Decision‑Recommendation of the Council on Compliance with Principles of Good Laboratory Practice [C(89)87(Final) as amended]

--
Decision of the Council concerning the Minimum Pre‑Marketing Set of Data in the Assessment of Chemicals [C(82)196(Final)]

Observation:


The Czech Republic will accept data from OECD Member countries which have been developed in accordance with Decision C(81)30(Final). To implement the above Decisions, the Czech Republic is preparing legislation for the registration and notification of chemical substances and chemical preparations, which should be enacted in 1997. 

--
Decision‑Recommendation of the Council on Further Measures for the Protection of the Environment by Control of Polychlorinated Biphenyls [C(87)2(Final)]

Observation:


 The present regulation covering the handling of PCBs is not fully in accordance with the requirements of this Decision.  An Act regarding the regulation of the production, import, export and use of harmful chemicals, and which will be in accordance with this Decision, should be enacted in 1997.

--
Decision‑Recommendation of the Council on the Systematic Investigation of Existing Chemicals [C(87)90(Final)]

--
Decision‑Recommendation of the Council on the Co‑operative Investigation and Risk Reduction of Existing Chemicals [C(90)163/FINAL]

Observation:


At this time, the Czech Republic does not have suitable legislation in place regarding these Decisions. The above-mentioned Act regarding the regulation of the production, import, export and use of harmful chemicals will be in accordance with these Decisions. 

--
Decision of the Council on the Exchange of Information concerning Accidents capable of Causing Transfrontier Damage [C(88)84(Final)]

--
Decision-Recommendation of the Council on Information to the Public and Public Participation in Decision-making processes related to the prevention of, and response to, Accidents Involving Hazardous Substances [C(88)85(Final)]

--
Recommendation of the Council concerning Chemical Accidents Prevention, Preparedness and Response [C(92)1/FINAL]

Observation: 


At present, the Czech Republic does not have suitable legislation in place regarding these Decisions and Recommendation. An Act concerning the prevention and remedy of industrial accidents, which will be in accordance with these Decisions and Recommendation, should be enacted in 1996-7.

--
Decision of the Council concerning the Control of Transfrontier Movements of Wastes Destined for Recovery Operations [C(92)39/FINAL as amended]

Observation: 


At present, national legislation requires Red Tier controls for imported/exported wastes which may otherwise move according to the OECD Amber Tier as well as for imported wastes that may otherwise move according to the OECD Green Tier. Under the new Waste Management Act, the Czech Republic will gradually submit wastes to the same categories of controls provided for in the OECD Decision. The Czech authorities will keep the OECD Secretariat informed as these changes occur.

FINANCIAL MARKETS
--
Recommendation of the Council on International Security Issues [C(71)176(Final)]

--
Recommendation of the Council concerning the Review of any Restrictions which Member Countries Impose on Portfolio Investment in Unlisted or Unquoted Securities [C(74)61(Final)]

Observation:


Under the Foreign Exchange Law residents are free to purchase foreign securities provided that the operation is effected through authorised agents.

FISCAL AFFAIRS

--
Recommendation of the Council concerning a Standard Magnetic Format for Automatic Exchange of Tax Information [C(92)50/FINAL]

Observation: 


The Czech Republic does not run a system of automatic exchange of tax information. When, in the future, it introduces such a system, it will do so in accordance with this Recommendation.

--
Recommendation of the Council concerning an OECD Model Agreement for the Undertaking of Simultaneous Tax Examinations [C(92)81/FINAL]

Observation: 


The Czech tax administration is so far not prepared to undertake simultaneous examinations. When, in the future, the Czech Republic decides to undertake such examinations, it is prepared to use the OECD model agreement as a basis.

--
Recommendation of the Council concerning the Model Tax Convention on Income and on Capital [C(94)11/FINAL]

Reservation on Article 5:


The Czech Republic, while agreeing with the "fixed place of business" requirement of paragraph 1, reserves the right to propose in bilateral negotiations specific provisions clarifying the application of this principle to arrangements for the performance of services over a substantial period of time.

Reservation on Article 9:


The Czech Republic reserves the right not to insert paragraph 2 in its conventions. However, the Czech Republic is prepared in the course of negotiations to accept this paragraph and at the same time to add a third paragraph limiting the possibility of the corresponding adjustment only to "bona fide" cases.

Reservation on Article 12:


Paragraph 1. The Czech Republic reserves the right to tax royalties at source. The Czech Republic also reserves the right to subject payments for use of, or the right to use, software rights to a tax regime different from that provided for copyrights.


Paragraph 2. The Czech Republic reserves the right to add the words "for the use of, or the right to use, industrial, commercial or scientific equipment" to paragraph 2.


Paragraph 3. The Czech Republic reserves the right to propose a provision defining the source of royalties by analogy with the provisions of paragraph 5 of Article 11, which deals with the same problem in the case of interest.

Reservation on Article 14:


The Czech Republic reserves the right to tax individuals performing professional services or other activities of an independent character if they are present in the Czech Republic for a period or periods exceeding in the aggregate 183 days in any twelve‑month period, even if they do not have a fixed base available to them for the purpose of performing such services or activities.

INSURANCE
--
Recommendation of the Council concerning a Common Classification of the Classes of Insurance Recognised by the Supervisory Authorities of the Member Countries [C(83)178(Final)]

Observation: 


The Common Classification will be applied in the Czech Republic in a gradual and progressive manner in accordance with the development of its insurance market.

TOURISM
--
Decision-Recommendation of the Council on International Tourism Policy [C(85)165(Final) as amended]

Observation on Subsection b) i) of Annex I:

Czech customs regulations allow travellers to import free of import duties and taxes, in addition to their personal effects, the amount specified in Subsection b) i) of Annex I, with an exception for tea and coffee, where no unit limit is applied and a value limit of Cz. Crown 3,000 is used for all imported items.

Observation on Subsection b) iii) of Annex I:


The Czech Republic allows the importation of "other goods" only up to Cz. Crown 3,000, i.e. approximately an equivalent of 76 units of account. An increased level of 150 units of account that will meet the OECD requirement is presently being prepared to be approved as part of an amendment to the Tariff Code of the Czech Republic.

3.
The Czech Republic endorses the objectives of the Code of Liberalisation of Current Invisible Operations and the Code of Liberalisation of Capital Movements and is prepared to accept the rights, obligations and commitments arising therefrom. The Czech Republic proposes to lodge reservations in accordance with paragraph (b) of Article 2 of the two Codes. The texts of these reservations are set out in Annexes I and II to the present Statement. The Czech Republic shall extend to all OECD Member countries any liberalisation measures falling within the purview of the Codes it may take under the European Agreement Establishing an Association between the Czech Republic on the One Part and the European Communities and their Member States on the Other Part and shall not discriminate among OECD Member countries in the event of recourse to the safeguards clause of that Agreement.

4.
The Czech Republic is willing to associate itself with the Declaration on International Investment and Multinational Enterprises adopted by the Governments of OECD Member countries on 21 June 1976, as amended on 13 June 1979, 17 May 1984 and 4‑5 June 1991, and is prepared to accept the commitments arising therefrom. Pursuant to the Third Revised Decision of the Council on National Treatment [C(91)147/FINAL, as amended], the Czech Republic proposes to lodge exceptions to National Treatment in accordance with Article 1 of the Decision. The text of these exceptions is set out in Annex III to the present Statement. The National Treatment principle will be applied regarding transactions in the shares of privatised enterprises and future sales of equity shares by the National Property Fund.

5.
In the event that the Czech Republic should wish to abstain from, or make a remark in respect of any Act of the Organisation which by oversight was not mentioned in paragraph 2 above, the Czech Republic will bring the matter to the Council of the Organisation for decision or other appropriate action within a period of twelve months after the date of deposit of the instrument of accession.

6.
The Czech Republic shares the policy aims expressed by the Member countries in the Ministerial Declarations adopted within the framework of the OECD, and is willing to associate itself with those mentioned in Annex IV.

7.
The Czech Republic has the intention to participate in the activities and bodies of interest to a limited number of Members which are mentioned in Annex V. The Czech Republic will consider subsequent participation in other programmes of common interest to a limited number of Member countries or relating to special activity sectors.

Annex I

Reservations to the Code of Liberalisation of Capital Movements
List A,

I/A
Direct Investment:

 ‑‑ In the country concerned by non‑residents.

Remark: The reservations apply to:
i) Purchases of shares in banks and in the Stock Exchange in excess of one third of its equity capital;

ii) The purchase of real estate by branches of non-resident enterprises;

iii) Foreign participation in auditing services exceeding 40 per cent of equity shares; this reservation will cease to apply on 31 December 1996;

iv) Air transport.



List B,

III/A1


Operations in real estate:

‑‑ Building or purchase in the country concerned by non‑residents.



List A,

IV/A1,

B1 and 2,

C1
Operations in securities on capital markets:

‑‑ Issue through placing or public sale of domestic securities on a foreign capital market.

Remark: The reservation applies only to the issue of debt securities, which is subject to prior authorisation and to their proceeds which may be subject to a deposit requirement.

‑‑ Issue through placing or public sale of foreign securities on the domestic capital market.

‑‑ Introduction of foreign securities on a recognised domestic security market.

‑‑ Purchase in the country concerned by non‑residents.

Remark: The reservation applies only to the purchase of shares and other securities of a participating nature which may be affected by regulations on inward direct investment and establishment in banking, auditing, air transport and the Stock Exchange.



List B,

V/A1,

B1 and 2,

C3 and 4,

D3 and 4


Operations on money markets:

‑‑ Issue through placing or public sale of domestic securities and other instruments on a foreign money market.

Remark: The reservation applies to the issue of debt securities, which is subject to prior authorisation and to their proceeds  which may be subject to a deposit requirement.

‑‑ Issue through placing or public sale of foreign securities and other instruments on the domestic money market.

‑‑ Introduction of foreign securities and other instruments on a recognised domestic money market.

-- Lending through other money market instruments in the country concerned by non-residents.

Remark: The reservation applies to the extent that the proceeds of the operation may be subject to a deposit requirement.

-- Borrowing through other money market instruments in the country concerned by non-residents.

-- Lending through other money market instruments abroad by residents.

Remark: The reservation does not apply to authorised foreign exchange entities within specified limits.

-- Borrowing through other money market instruments abroad by residents.

Remark: The reservation applies to the extent that the proceeds of the operation may be subject to a deposit requirement.



List B,

VI/A1,

B1 and 2,

D1, D3
Other operations in negotiable instruments and non‑securitised claims:

‑‑ Issue through placing or public sale of domestic instruments and claims on a foreign financial market.

Remark: The reservation applies to the extent that this operation is subject to prior authorisation and the proceeds of the operation may be subject to a deposit requirement.

‑‑ Issue through placing or public sale of foreign instruments and claims on a domestic financial market.

‑‑ Introduction of foreign instruments and claims on a recognised domestic financial market.

-- Purchase abroad by residents.

Remark: The reservation does not apply to the purchase of  instruments by authorised banks and securities traders for their own account within specified limits.

‑‑ Exchange for other assets abroad by residents.

Remark: The reservation does not apply to authorised foreign exchange entities within specified limits.


List A,

VII/B1 and 2


Operations in collective investment securities:

‑‑ Issue through placing or public sale of foreign collective investment securities on the domestic securities market.

‑‑ Introduction of foreign collective investment securities on a recognised domestic securities market.



List B,

VIII

(ii)/B


Credits directly linked with international commercial transactions or with the rendering of international services, in cases where no resident participates in the underlying commercial or service transaction:

‑‑ Credits granted by residents to non‑residents.



List B,

IX/A, B


Financial credits and loans:

‑‑ Credits and loans granted by non‑residents to residents.

Remark: The reservation applies only to the extent that the proceeds of financial credits and loans may be subject to a deposit requirement.

‑‑ Credits and loans granted by residents to non‑residents.

Remark: The reservation does not apply to authorised resident foreign exchange entities within specified limits.



List A,

X (i)/A2

and B2


Sureties, guarantees and financial back‑up facilities in cases directly related to international trade or international current invisible operations, or in cases related to international capital movement operations in which a resident participates: 

‑‑ Sureties and guarantees given by residents in favour of non‑residents.

Remark: The reservation does not apply to authorised resident foreign exchange entities within specified limits.

‑‑ Financial back‑up facilities granted by residents in favour of non‑residents.

Remark: The reservation does not apply to authorised resident foreign exchange entities within specified limits.



List A,

X(ii)/A2
Sureties, guarantees and financial back‑up facilities in cases not directly related to international trade, international current invisible operations or international capital movement operations, or where no resident participates in the underlying international operation concerned:

‑‑ Sureties and guarantees given by residents in favour of non‑residents.

Remark: The reservation does not apply to authorised resident foreign exchange entities within specified limits.



List B,

X(ii)/B2
Sureties, guarantees and financial back‑up facilities in cases not directly related to international trade, international current invisible operations or international capital movement operations, or where no resident participates in the underlying international operation concerned:

‑‑ Financial back‑up facilities granted by residents in favour of non‑residents.

Remark: The reservation does not apply to authorised resident foreign exchange entities within specified limits.



List A,

XI/A1 and 2


Operation of deposit accounts:

‑‑ By non-residents in domestic currency with resident institutions.

Remark: The reservation applies only to the extent that deposits by non-residents with resident banks may be subject to a deposit requirement.

‑‑ By non-residents in foreign currency with resident institutions.

Remark: The reservation applies only to the extent that deposits by non-residents with resident banks may be subject to a deposit requirement.



List B,

XI/B1 and 2
Operation of deposit accounts:

-- Operation by residents of accounts in domestic currency with non-resident institutions.

-- Operation by residents of accounts in foreign currency with non-resident institutions.

Remark: The reservation does not apply to authorised resident foreign exchange entities within specified limits and residents working abroad.



List B,

XII/B2


Operations in foreign exchange:

‑‑ Sale of foreign currency for domestic currency abroad by residents.

Remark: The reservation applies only to foreign currency acquired abroad which must be repatriated to the country, except in specific cases.



Annex II

Reservations to the Code of Liberalisation of Current Invisible Operations

C/2
Inland waterway freights, including chartering.



C/3
Road transport: passengers and freights, including chartering.

Remark: The reservation applies to the following operations:
a) for passengers:

‑‑ transit;

‑‑ "closed door" tours;

‑‑ picking up or setting down on an international journey;

‑‑ transport within the country;

b) for freights:

‑‑ transit;

‑‑ delivery on an international journey;

‑‑ collection on an international journey;

‑‑ return cargo where collection is authorised;

‑‑ return cargo where delivery is authorised;

‑‑ transport within the country.



D/2.
Insurance relating to goods in international trade.

Annex I to Annex A, Part I, Paragraph 1.

Remark: The reservation applies to goods in transit on Czech territory, if the risks insured are carried by Czech residents.



D/3.
Life assurance.

Annex I to Annex A, Part I, Paragraph 2.

Remark: The reservation applies to life insurance contracts entered into on Czech territory by residents.



D/4.
All other insurance.

Annex I to Annex A, Part I, Paragraphs 5 and 6.

Remarks: The reservation on paragraph 5 applies to insurance contracts for risks on Czech territory and civil liability related to damages caused on Czech territory.

The reservation on paragraph 6 concerns the fact that prior approval is required.



E/2.
Banking and investment services

Remark: The reservation applies to underwriting and broker/dealer services provided by non-residents on Czech territory.



E/3.
Settlement, clearing, custodial and depository services

Remark: The reservation applies to custodial and depository services provided by non‑residents on Czech territory



E/4.
Asset management

Remark: The reservation applies to asset management services provided by non-residents on Czech territory.



L/6.

Professional services (including services of accountants, artists, consultants, doctors, engineers, experts, lawyers, etc.)

Remark: The reservation applies only to the provision of architectural and engineering services by non-residents on Czech territory.



H/1
Exportation, importation, distribution and use of printed films and other recordings - whatever the means of reproduction - for private or cinema exhibition, or for television broadcasts.

Remark: The reservation applies only to the extent that the competent authorities may grant broadcasting licences subject to conditions aimed at ensuring the development of the cultures of nations, nationalities and ethnic groups in the Czech Republic.



Annex III

The Czech Republic's Proposed Exceptions to National Treatment

A. Exceptions at national level

I. Investment by established foreign controlled enterprises

Foreign participation in auditing services exceeding 40 per cent of equity shares. This exception will cease to apply on 31 December 1996. (Act No. 524/1992 on Auditors and Chamber of Auditors of the Czech Republic)

Air transport: Substantive ownership and effective control must be vested in the State or nationals of the Czech Republic. (Civil Aeronautics Bill)

Stock Exchange: The acquisition of shares by established enterprises with more than 50 per cent foreign ownership may not exceed one third of the equity capital of the Stock Exchange (Act No. 214/1992 on the Stock Exchange)

II. Official Aids and Subsidies

None

III. Tax obligations

None

IV. Government Purchasing

None

V. Access to local finance

None

B. Exceptions by territorial subdivisions

None

Annex IV

Declarations with which the Czech Republic associates itself
Education

--
Declaration on Future Educational Policies in the Changing Social and Economic Context - 20 October 1978

Employment, Labour and Social Affairs
--
Declaration on Policies for the Employment of Women - 16 and 17 April 1980

--
Declaration on the Social Aspects  of Technological Change - 19 November 1986

Environment

--
Declaration on Environmental Policy - 14 November 1974

--
Declaration on Anticipatory Environmental Policies - 8 May 1979

--
Declaration on "Environment: Resource for the Future" - 20 June 1985

Information, Computer and Communications Policy

--
Declaration on Transborder Data Flows - 11 April 1985

International Investment and Multinational Enterprises
--
Declaration on International Investment and Multinational Enterprises - 21 June 1976

Scientific and Technological Policy

--
Declaration on Future Policies for Science and Technology - 19 and 20 march 1981

Trade

--
Declaration on Trade Policy - 4 June 1980

Annex V

OECD activities and bodies of interest to a limited number of members

in which the Czech Republic wishes to participate

Agriculture

Co-operative Research Project: Biological Resource Management for Sustainable Agricultural Systems

Development

Development Centre

Education

Centre for Educational Research and Innovation (CERI)

Energy

Nuclear Energy Agency

Nuclear Energy Agency Data Bank

Environment
Special Programme on the Control of Chemicals

Panel on Good Laboratory Practice

Science, Technology and Industry
Steel Committee

Programme of Co-operation in the Field of Road Transport Research

Megascience Forum

Territorial Development

Co-operative Action Programme on Local Economic and Employment Development

