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1. Introduction 
 

 

CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 όα/½Dά ƻǊ αǘƘŜ /ƻƳǇŀƴȅάύ ŀƴŘ ǘƻƎŜǘƘŜǊ ǿƛǘƘ ƛǘǎ ŎƻƴǎƻƭƛŘŀǘŜŘ 

ǎǳōǎƛŘƛŀǊƛŜǎ όαǘƘŜ DǊƻǳǇάύ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ƭŜŀŘƛƴƎ 9ǳǊƻǇŜŀƴ ǇǊƻŘǳŎŜǊǎ ƻŦ ŦƛǊŜŀǊƳǎ ŀƴŘ ǘŀŎǘƛŎŀƭ 

accessories for military and law enforcement, personal defence, hunting, sport shooting and 

ƻǘƘŜǊ ŎƛǾƛƭƛŀƴ ǳǎŜǎΦ Lǘǎ ǇǊƻŘǳŎǘǎ ŀǊŜ ƳŀǊƪŜǘŜŘ ŀƴŘ ǎƻƭŘ ǳƴŘŜǊ ǘƘŜ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀΣ /½-USA, Dan 

Wesson, Zbrojovka Brno and 4M Systems brands.  

Lǘǎ ƘƛǎǘƻǊȅ ŘŀǘŜǎ ōŀŎƪ ǘƻ мфос ǿƘŜƴ ǘƘŜ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŦƛǊŜŀǊƳǎ ŦŀŎǘƻǊȅ ǿŀǎ ŜǎǘŀōƭƛǎƘŜŘ ƛƴ 

UhŜǊǎƪȇ .ǊƻŘΦ ¢ƘŜ ŦŀŎǘƻǊȅ ǿŀǎ ōǳƛƭǘ ǇǊƛƻǊ ǘƻ ²²LL ōȅ ǘƘŜ /ȊŜŎƘƻǎƭƻǾŀƪ ǎǘŀǘŜ ǿƛǘƘ ǘƘŜ ǎǘǊŀǘŜƎƛŎ 

aim of moving firearms production further away from the German border. It was one of the 

largest and most modern armaments production facilities in Europe. The facǘƻǊȅΩǎ ǇǊƻŘǳŎǘƛƻƴ 

of a full range of firearms started to develop gradually after WWII, resulting in strong product 

positioning in all major segments of the firearms market. 

In 1997, CZ-USA was established in the United States to handle local distribution, sales and 

service of firearms. In 2004, CZG acquired the firearms division of Zbrojovka Brno and, 

subsequently, it acquired Dan Wesson Firearms through CZ-USA in 2005. In May 2020, the 

Company acquired a minority stake in Spuhr i Dalby AB, a Swedish manufacturer of optical 

mounting solutions for weapons. 

As of 31 December 2020, CZG had an average recalculated headcount of 1,673 people, based 

in the Czech Republic, United States and Germany. {ƛƴŎŜ hŎǘƻōŜǊ нлнлΣ /½DȰǎ ǎƘŀǊŜǎ are 

traded on the Prague Stock Exchange. ¢ƘŜ ƳŀƧƻǊƛǘȅ ǎƘŀǊŜƘƻƭŘŜǊ ƛǎ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 

with a 90.76% stake, the rest is free float. 
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2. Key Financial Indicators in 2020 
 

Consolidated Statement of Profit or Loss  
and Other Comprehensive Income (consolidated, audited) 

(CZK thousands) 
For the year ended  

31 December Change  
in %  2020 2019 

 (audited) 

Revenues from the sale of own products, 
goods and services  

 

6,819,673 

 
5,958,742 

 
14.4% 

There of: Production, Purchase and Sale of 
Firearms and Accessories Segment  

 
6,704,434 

 
5,876,851 

 
14.1% 

There of: Other Segment  124,672 81,891 52.2% 

Operating profit  1,056,319 943,710 11.9% 

Profit before tax  851,023 912,455 (6.7%) 

Profit for the period from continued 
operations  

 
676,571 

 
734,119 

 
(7.8%) 

 
Post-tax profit from discontinued operation
  

 
- 

 
15,192 

 
n/a 

    

Profit for the period attributable to:    

Owner of the parent  672,948 743,276 (9.1%) 

Non-controlling interests  3,623 6,035 (40.0%) 
    
Net earnings per share attributable to the 
owner of the parent company (CZK per 
share) 

   

Basic  21 25 (16.0%) 

Diluted  21 25 (16.0%) 

    
  

Consolidated Statement of Financial Position (consolidated, audited) 

(CZK thousands) As of 

Change in % 
 

31 December 
2020 

31 December 
2019 

Total assets  8,787,551 7,548,575 16.4% 

Total equity  4,522,686 3,468,961 30.3% 

Total liabilities  4,264,865 4,079,614 4.5% 

Total liabilities and equity 8,787,551 7,548,575 16.4% 
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Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 3. Key Events in 2020 
 

January 2020 !ƴ ŀǿŀǊŘ ŦƻǊ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ƛƴ ǘƘŜ ǇǊŜǎǘƛƎƛƻǳǎ 9ȄǇƻǊǘŜǊ ƻŦ 

the Year contest 

  

 The production of components for automotive and aviation 

industry was spun off outside of the Group 

  

April 2020 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ signed a framework contact worth up to CZK 2.35 

billion with the Czech Army 

  

May 2020 Shares of CZG listed on the Prague Stock Exchange (technical 

listing) 

  

 CZG ς 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ŀŎǉǳƛǊŜd a minority stake in 

Swedish Spuhr 

  

 CARDAM provided the Ministry of Health with the first masks 

against COVID-19 

  

September 

2020 

CZG announced the public offering of its shares 

  

October 2020 Lƴƛǘƛŀƭ tǳōƭƛŎ ƻŦŦŜǊƛƴƎ ƻŦ /½DȰǎ ǎƘŀǊŜǎ ŎƻƳǇƭŜǘŜŘ /½D ς 2Ŝǎƪł 

zbrojovka Group SE raised CZK 812,000,000 in public offering of its 

shares 

  

November 

2020 

/ƘŀƴƎŜǎ ƛƴ ǘƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎΦ [ŀŘƛǎƭŀǾ .Ǌƛǘŀƶłƪ ǿŀǎ ǊŜǇƭŀŎŜŘ 

ōȅ Wŀƴ ½ŀƧƝŎΣ ƴŜǿ /9h ƻŦ 2Ŝǎƪł ȊōǊƻjovka, a.s. 

  

 CZG announced exclusivity for negotiation about potential 

acquisition of Colt 
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Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 
4. Letter from the CZG President 
 

 

 

Ladies and gentlemen,   

The year 2020 was a remarkable one from many perspectives. The COVID-19 pandemic brought 

many organisational and logistical challenges with it. I am happy to note that we tackled all of 

them successfully and CZG achieved record results, underlined by the launch of several new 

products and strong orders. In June, CZG marked another important milestone in its history by 

listing its shares on the Prague Stock Exchange. We took this step to demonstrate our 

commitment to transparency and to accelerate our international expansion. We will use the 

ǇǊƻŎŜŜŘǎ ǘƻ ŦǳƴŘ ǘƘŜ ŀŎǉǳƛǎƛǘƛƻƴ ƻŦ /ƻƭǘ IƻƭŘƛƴƎ /ƻƳǇŀƴȅ [[/ όά/ƻƭǘέύΣ ǿƘƛŎƘ ǿŜ ŀƴƴƻǳƴŎŜŘ 

in February 2021 and which we expect to be completed in the second quarter of 2021 once 

the transaction receives regulatory approval.  

The Coronavirus pandemic tested our institutional resilience, operational flexibility, and 

personal responsibility. We focused on protecting the health of our employees while 

maintaining production and keeping the distribution channels open. Thanks to the efforts of 

all our employees and our partners across the world, CZG registered a record performance in 

2020. Compared to the year 2019, when CZG generated revenues of CZK 5.96 bn, the company 

recorded an increase of 14.4 % and generated revenues of CZK 6.82 bn in 2020. The EBITDA1 

of CZG grew by 11.9 % to CZK 1.47 bn compared to the year 2019. The operating profit of CZG 

 
1 Alternative Performance Measure, see Chapter 19 



 

9 

Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 

increased y-o-y by 11.9 % reaching CZK 1.1 bn. The firearm units sold increased by 24.9 %, 

respectively, compared to 2019, reaching 467,463 firearm units sold. 

Regionally, we grew in the United States, the Europe (excluding the Czech Republic), Africa 

and Asia. The U.S. market continues to be the most important, with 66.1 ҈ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ 

2020 revenues generated in the U.S.A., which represents an increase of 49.3 % to CZK 4.51 

billion, mainly as a result of high demand on the civilian market. Revenues in Europe (excluding 

the Czech Republic) increased by 12.4 % to CZK 936,257 million in 2020, with 13.7 % of the 

ŎƻƳǇŀƴȅΩǎ нлнл ǊŜǾŜƴǳŜǎ generated in the EU region. Although we registered a decrease of 

revenues in the Czech Republic, we expect a turnaround in 2021, as we start fulfilling the 

orders by the Czech Army within the framework contract signed in 2020.  

I consider our results to be a remarkable success, especially in light of the global impact of the 

COVID-19 pandemic. It speaks volume about the dedication of our employees, the strength of 

our business model, and the overall market position of the CZ brand. We witnessed the 

positive impact of organisational changes we undertook at the beginning of the year, when 

CZG Board of Directors endorsed the creation of an overarching CZG Sales organisation under 

the purview of our daughter company CZ Export. The newly structured Sales team managed to 

navigate the numerous logistical challenges caused by the interruption of the global 

distribution network and was able to deliver our products to our customers. We are also 

starting to see the benefit of Sales and Product being under one roof, with better and faster 

connection between market demands and product development.  

The admission of CZG shares on the Prime Market of the Prague Stock Exchange took place on 

1 June 2020 in the form of a so-called technical listing without a prior public offering. Trading 

of shares started on 2 October. The Board and I are very pleased about the steady growth of 

CZG share price since the listing, supported by positive news such as the good financial results 

of CZG for the first nine months of 2020 and the signing of exclusivity for the acquisition of 

Colt. The increase of the share price has continued at the beginning of 2021. We welcome our 

ǎƘŀǊŜƘƻƭŘŜǊǎΩ ǘǊǳǎǘ ŀƴŘ ǎǳǇǇƻǊǘ ŀƴŘ ǿŜ ǎǘǊƻƴƎƭȅ ōŜƭƛŜǾŜ ƛƴ ǘƘŜ ŦǳǘǳǊŜ ƛƴŎǊŜŀǎŜ ƻŦ ǘƘŜ ǾŀƭǳŜ ƻŦ 

CZG, as we execute our strategy.   

We decided to become a publicly listed company to demonstrate our strong commitment to 

transparency and responsible corporate governance and to further strengthen our credibility 

towards our partners, especially in the military and law enforcement segment. Furthermore, 

the entry on the capital market aimed at obtaining financing for our development plans, with 

the paramount goal of acquiring a production capacity in the United States. 

We will use the proceeds from the successful listing of CZG shares to finance the acquisition 

ƻŦ /ƻƭǘ IƻƭŘƛƴƎ /ƻƳǇŀƴȅ [[/Σ ǘƘŜ ǇŀǊŜƴǘ ŎƻƳǇŀƴȅ ƻŦ ¦Φ{Φ ŦƛǊŜŀǊƳǎ ƳŀƴǳŦŀŎǘǳǊŜǊΣ /ƻƭǘΩǎ 

Manufacturing Company LLC as well as its Canadian subsidiary, Colt Canada. The transaction 

is subject to regulatory approval but is anticipated to close in the second quarter of 2021. The 

CZG-Colt merger is a strategic step for both companies. The acquisition of Colt, an iconic brand 

and a benchmark for the military, law enforcement and commercial markets globally, fits 

perfectly in our strategy to become the leader in the firearms manufacturing industry and a 

key partner for the armed forces. We are proud to include Colt, which has stood shoulder-to- 

shoulder with the U.S. Army for over 175 years, in our portfolio. We believe in the successful 

connection of our corporate cultures, the proven track record of the current management 

team and the complementary nature of the CZ and Colt brands. The combined group will have 

revenues of more than USD 500 million and presents a real small arms powerhouse. The 
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experience of CZ and Colt management will further strengthen both brands and ensure CZ and 

Colt deliver top quality products and solutions to all our customers. With this strategic move, 

CZG will acquire significant production capacity in the United States and Canada and 

substantially expand its global customer base. Colt is a traditional supplier to global military 

and law enforcement customers. Among others, Colt is a long-term supplier to the U.S. Army 

(which relationship dates back over 175 years) and, through its Canadian subsidiary, Colt a 

designated exclusive supplier of small arms to the Canadian military. 

We monitor opportunities for further growth not only in the small arms segment, as 

represented by the acquisition of Colt, but also in complementary areas. In accordance with 

this strategy, CZG acquired a minority stake in Spuhr i Dalby AB, a Swedish manufacturer of 

optical mounting solutions for firearms, in May 2020. This acquisition creates mutual synergies 

in terms of products, customers and geographical presence. We believe that the connection 

of the CZ and Spuhr brands will further strengthen our position on the market and lead to 

innovation for the benefit of our customers. 

CZG and its daughter companies continued to win business throughout the year. In the Military 

ŀƴŘ [ŀǿ ŜƴŦƻǊŎŜƳŜƴǘ ƳŀǊƪŜǘΣ ǿŜ ƳŀǊƪŜŘ ǎŜǾŜǊŀƭ ǎǳŎŎŜǎǎŜǎΦ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ǎƛƎƴŜŘ ŀ 

framework agreement with the Czech Army to supply up to 39,000 small arms and ammunition 

worth up to CZK 2.35 billion by 2025. We are also very pleased about the fruitful collaboration 

ǿƛǘƘ ǘƘŜ IǳƴƎŀǊƛŀƴ ǎǘŀǘŜ ŎƻƳǇŀƴȅ !ǊȊŜƴłƭ ƛƴ ǘƘŜ ŦƻǊƳ ƻŦ ǘƘŜ ǘǊŀƴǎŦŜǊ ƻŦ ǘŜŎƘƴƻƭƻƎȅ 

programme, thus fulfilling the goal of rearming the Hungarian armed forces with four types of 

CZ products. Furthermore, I would like to highlight our success in the competitive tenders for 

the delivery of pistols to the Military Police of the Federal District of Brasilia with our CZ P-10 

and, as well as for the delivery of assault rifles and pistols to the Kenya Wildlife Service with 

our BREN 2 and P-10, respectively. Our daughter company 4M Systems was also successful in 

Kenya, whereby the Kenyan Police ordered 3,000 sets of ballistic vests and helmets.  

We continued to register strong sales on the civilian market, despite the worldwide 

transportation disruptions and temporary closure of some of our partners caused by the 

coronavirus pandemic and the associated local regulations. We also focused on implementing 

the CZ Configurator in other markets. After its launch in the Czech Republic, it is now available 

also in Slovakia, Poland and Germany, and we will not stop there. The CZ Configurator helped 

our sales during the time of closed stores due to COVID-19.  

We continue investing in Research and Development in order to deliver state-of-the-art 

products and maintain our competitive edge. More than 100 of our employees are directly 

involved in R&D projects and a number of additional employees work on R&D-related tasks. 

Thanks to this effort, we were able to launch several new products that have already gained 

appreciation by our customers, specifically the CZ P-10 M, or the Micro, which has completed 

the defence and service striker-fired polymer frame P-10 pistol series; several optics and 

suppressor-ready models of the CZ P-10; three models of the new CZ 457 rimfire rifle; the  CZ 

TS 2, which is a new sport pistol series optimized for competing in the IPSC Standard Division; 

and an addition to the CZ BREN 2 with the CZ BREN 2 Ms Carbine model. 

The CZG R&D prowess was also demonstrated by the involvement of our experts from CARDAM 

in the design and production of a protective mask against the coronavirus. The mask obtained 

the European certification on the level of FFP3 proving the highest level of protection. The 

Ministry of Health of the Czech Republic bought a total of 50,000 masks, which means that the 

mask is supporting those on the front line of the coronavirus pandemic. 
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As in previous years, CZG supported many goodcase projects, including the Czech Army's 

Military Solidarity Fund and the Policemen and Firefighters' Foundation, as well as many local 

ŀŎǘƛǾƛǘƛŜǎ ŦŀƭƭƛƴƎ ǳƴŘŜǊ ǘƘŜ άƎƻƻŘ ƴŜƛƎƘōƻǊέ ǇƻƭƛŎȅΦ /½D ŀƭǎƻ ŘƻƴŀǘŜŘ ŦŀŎŜ ƳŀǎƪǎΣ ƎƭƻǾŜǎ ŀƴŘ 

other sanitary products to help local authorities and organisations tackle the COVID-19 

pandemic.  

In conclusion, let me highlight the key initiatives on which we will focus in 2021. Following the 

regulatory approval of the Colt transaction, which we expect to be completed in the second 

quarter of 2021, we will dedicate our full attention to the successful integration between CZG 

and Colt. It will be a significant undertaking and we will spare no effort to ensure this project 

is a success, so that the joint CZG-Colt Group and our investors can reap the benefits of this 

very special connection in the years to come. 

We will also continue to investigate opportunities for further expansion through acquisitions, 

joint ventures, or other strategic initiatives in the key complementary segments, such as 

ammunition production, optics and opto-electronics. Finally, we will invest in our people and 

in technology, to be at the very forefront of technological development in our field. We aim 

ǘƻ ŎƻƴǘƛƴǳŜ ǘƻ ōŜ ŀƴ ŀǘǘǊŀŎǘƛǾŜ ŜƳǇƭƻȅŜǊΣ ǎǳǇǇƻǊǘƛƴƎ ŘƛǾŜǊǎƛǘȅΣ ŜƴŎƻǳǊŀƎƛƴƎ ŜƳǇƭƻȅŜŜǎΩ 

growth, and attracting new talent.  

Let me thank our of employees for your dedication, engagement, and perseverance 

throughout the challenging and exciting year 2020. 

 

LUBhaNw Yh±!yNY 

President and Chairman of the Board 

CZG ς 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 
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5. Group Performance 
a. Market and Products 

The Group's management believes the Group is one of the leading European producers of 

firearms for military and law enforcement, personal defence, hunting, sport shooting and 

ƻǘƘŜǊ ŎƛǾƛƭƛŀƴ ǳǎŜΦ Lǘ ƳŀǊƪŜǘǎ ŀƴŘ ǎŜƭƭǎ ƛǘǎ ǇǊƻŘǳŎǘǎ ǳƴŘŜǊ ǘƘŜ /½ ό2Ŝǎƪł zbrojovka), CZ-USA, 

Dan Wesson, Brno Rifles and 4M SYSTEMS brands.  

FIREARMS AND ACCESSORIES BUSINESS 

The Group designs, produces, assembles, markets and sells firearms. The Group addresses a 

broad variety of end-user customers, ranging from federal, state or local governments and 

agencies, including military and law enforcement units, to civilians purchasing firearms for 

hunting, sport shooting or personal defence purposes. 

The Group produces a wide range of firearms including pistols, revolvers, assault rifles, 

submachine guns, grenade launchers, sniper rifles, shotguns and rim fire and centrefire rifles. 

¢ƘŜ DǊƻǳǇΩǎ Ƴŀƛƴ ǇǊƻŘǳŎǘǎ ƛƴŎƭǳŘŜ ǘƘŜ /½ тр ŦŀƳƛƭȅ ƳƻŘŜƭǎΣ /½ t-10, and CZ P-09/07 model 

pistols, the CZ Scorpion EVO 3 submachine gun, or the CZ BREN 2 assault rifle. The Group also 

produces components for firearms, including sights, triggers, stocks, grips and spare parts. 

The Group also markets and sells a wide portfolio of tactical accessories, including tactical and 

ballistic equipment, such as ballistic vests, helmets and other protection, combat uniforms, 

backpacks and firearms accessories, such as handgun holsters, magazine pouches and slings. 

¢ƘŜ DǊƻǳǇΩǎ Ƴŀƛƴ ŀŎŎŜǎǎƻǊƛŜǎ ǇǊƻŘǳŎǘǎ ƛƴŎƭǳŘŜ ŀ ōŀƭƭƛǎǘƛŎ ǘ-shirt CZ 4M SPIRIT, a plate carrier 

CZ 4M RAPTOR 2.0 Modular Protection System and tactical trousers CZ 4M OMEGA. 

The firearms produced by the Group can be split into the following categories: handguns and 

long guns. 

The following table sets forth a breakdown of the Group's firearm units sold by type, for the 
periods indicated, excluding unregistered air rifles. 

Units 2020 2019 change in % 

Type of Firearm unit sold by the Group    

Long guns 161,754 142,303 13.7% 

Handguns 305,709 231,973 31.8% 

Total Firearms Units  467,463 374,276 24.9% 
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HANDGUNS 

¢ƘŜ ǇƻǊǘŦƻƭƛƻ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ƘŀƴŘƎǳƴǎ ƛǎ ŦƻǊƳŜŘ ǇǊƛƳŀǊƛƭȅ ōȅ ǇƛǎǘƻƭǎΦ ¢ƘŜ DǊƻǳǇΩǎ ƘŀƴŘƎǳƴǎ 

ǇƻǊǘŦƻƭƛƻ ŀƭǎƻ ƛƴŎƭǳŘŜǎ ǊŜǾƻƭǾŜǊǎΤ ƘƻǿŜǾŜǊΣ ǘƘŜƛǊ ƛƳǇŀŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ƛǎ ƳƛƴƻǊΦ ¢ƘŜ 

ǇǊƻŘǳŎǘƛƻƴ ƻŦ Ǉƛǎǘƻƭǎ Ƙŀǎ ŦƻǊƳŜŘ ǘƘŜ ōŜŘǊƻŎƪ ƻŦ ǘƘŜ DǊƻǳǇΩǎ Ǉroduction portfolio since 1957 

ŀƴŘ ƛƴŎƭǳŘŜǎ ŘƻȊŜƴǎ ƻŦ ŘƛŦŦŜǊŜƴǘ ŘŜǎƛƎƴǎ ŀƴŘ ƳƻŘƛŦƛŎŀǘƛƻƴǎΦ ¢ƘŜ DǊƻǳǇΩǎ Ƴƻǎǘ ǎǳŎŎŜǎǎŦǳƭ Ǉƛǎǘƻƭ 

model is the CZ 75, which is still being produced in an improved form. 

Through the acquisition of the American handgun manufacturer Dan Wesson in 2005, the 

Group has expanded its portfolio of handguns by adding the popular pistol models of the 1911 

type. Revolvers are produced by the Group under the Dan Wesson brand. In the United States, 

the Dan Wesson brand is generally considered an upmarket brand due to its long-term history 

and revolver expertise. 

CZ Shadow 2 
CZ Shadow 2 represents the second generation of a standard-sized, 

all-metal competition pistol which was developed in collaboration 

with 2Ŝǎƪł ȊōǊƻƧƻǾƪŀΩǎ ǎƘƻƻǘƛƴƎ ǘŜŀƳ ǇŀǊǘicipating in International 

tǊŀŎǘƛŎŀƭ {ƘƻƻǘƛƴƎ /ƻƴŦŜŘŜǊŀǘƛƻƴ όάLt{/ύ ŎƻƳǇŜǘƛǘƛƻƴǎΦ wŜŎŜƴǘƭȅΣ ǘƘŜ 

CZ Shadow 2 family was extended by a top-tier model Shadow 2 

Orange. The CZ Shadow 2 is primarily marketed to a civilian customer 

base including sportsmen in particular. It is particularly popular 

among IPSC competitors worldwide, but also among United States 

tǊŀŎǘƛŎŀƭ {ƘƻƻǘƛƴƎ !ǎǎƻŎƛŀǘƛƻƴ όά¦{t{! ŀƴŘ LƴǘŜǊƴŀǘƛƻƴŀƭ 5ŜŦŜƴǎƛǾŜ 

tƛǎǘƻƭ !ǎǎƻŎƛŀǘƛƻƴ όάL5t! ƳŜƳōŜǊǎ ŀƴŘ ŎƻƳǇŜǘƛǘƻǊǎΦ 

CZ P-07 
CZ P-07 is a polymer compact pistol, designed primarily as a service 

firearm and for concealed carry. The CZ P-07 follows the CZ 75 P-07 

DUTY, while introducing a number of innovative features, such as 

fiberglass reinforced thermostable polymer frame and a durable 

finish on the slide, barrel and other major parts. The CZ P-07 is 

offered in versions for military and law enforcement and for civilian 

use and is marketed to all types of customers, ranging from military 

and law enforcement to civilian customers. 

CZ P-09 
The CZ P-09 is a pistol designed primarily for military and law 

enforcement units and for personal defence. The frame of the CZ P-

09 is produced from a mechanically and thermally extremely stable 

glass fibre-reinforced polymer material. The CZ P-09 is offered in 

versions for military and law enforcement customers and for civilian 

customers and is marketed to all types of customers, ranging from 

military and law enforcement to civilian customers. 

CZ P-10 family 
The CZ P-мл ŦŀƳƛƭȅ ƻŦ Ǉƛǎǘƻƭǎ ŦǳƴŎǘƛƻƴǎ ƻƴ ŀ άǎǘǊƛƪŜǊ-firŜŘ ǇǊƛƴŎƛǇƭŜέ 

(i.e. hammerless pistol). They are suitable for personal defence and 

armed forces. The family is produced in different frame sizes to 

satisfy particular needs of specific client groups. The CZ P-10 C has a 

compact size and, as such, is suitable for concealed carry. The CZ P-

10 family is produced with a mechanically and thermally stable 

polymer frame reinforced with glass fibre. In 2017, the CZ P-10 C was 

ŀǿŀǊŘŜŘ ǘƘŜ άIŀƴŘƎǳƴ ƻŦ ǘƘŜ ¸ŜŀǊ нлмтέ ŀǿŀǊŘ ōȅ ǘƘŜ ǇǊŜǎǘƛƎƛƻǳǎ 

American magazine Guns & Ammo. The CZ P-10 C is offered in special, 
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¢ƘŜ DǊƻǳǇΩǎ ǇƻǊǘŦƻƭƛƻ ƻŦ ƘŀƴŘƎǳƴǎ ƛƴŎƭǳŘŜǎ ƘŀƴŘƎǳƴǎ ŦƻǊ ōƻǘƘ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ ŜƴŦƻǊŎŜƳŜƴǘ 

use and civƛƭƛŀƴ ǳǎŜΦ ¢ƘŜ DǊƻǳǇΩǎ ƘŀƴŘƎǳƴ ǇǊƻŘǳŎǘǎ ŀǊŜ ǳǎŜŘ ōȅ ŀ ǿƛŘŜ ŎǳǎǘƻƳŜǊ ōŀǎŜΣ ǊŀƴƎƛƴƎ 

from federal, state or local governments and agencies, including military and law enforcement 

units, to civilians purchasing firearms for hunting, sport shooting or personal defence 

purposes. 

Handguns can be split into pistols and revolvers with pistols being further split into steel frame 

pistols (e.g. CZ 75 Family and Shadow 2) and polymer frame pistols (e.g. CZ P-07, CZ P-09 and 

CZ P-10) which can be further split into hammer fired and striker fired pistols. The Group 

covers all main markets of handguns due to, among other things, its capacity to produce steal 

frame pistols 

The table below contains most notable products in the category of handguns for the Group: 

CZ 75 family Pistols in the CZ 75 family are semi-automatic handguns based on the 

locked breech principle. The CZ 75 line is equipped with a large-

capacity double-column magazine. The CZ 75 family line is directed 

at all types of customers, including military and law enforcement 

customers and civilian customers. The CZ 75 family also includes the 

CZ 75 Compact which is an all-metal compact-size pistol designed 

primarily as a service firearm and for concealed carry. CZ 75 Compact 

is primarily marketed to military and law enforcement customers. 

LONG GUNS 

¢ƘŜ DǊƻǳǇΩǎ ƭƻƴƎ Ǝǳƴǎ ŀǊŜ ŎƻƳǇǊƛǎŜŘ ƻŦ ǇǊƻŘǳŎǘƛƻƴ ŦƻǊ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ ŜƴŦƻǊŎŜƳŜƴǘ ǳǎŜ 

(assault rifles, submachine guns and sniper rifles) as well as civilian use (especially rim fire and 

centrefire rifles, shotguns or combos), which means that the Group covers all the main markets 

for long guns up to a certain calibre.  

The table below contains most notable products in the long guns category for the Group: 

CZ Scorpion EVO 3 
The CZ Scorpion EVO 3 is a modern submachine gun chambered in 

9x19 millimetre ammunition rounds. The CZ Scorpion EVO 3 enables 

the adjustment of fire in fully-automatic fire, three-round bursts, and 

single shots. The CZ Scorpion EVO 3 is produced in versions for 

military and law enforcement and for civilian use and while it is 

primarily marketed to military and law enforcement customers, the 

semi-automatic version is popular with civilian customers in the 

United States. 

CZ BREN 2 
The CZ BREN 2 is a multi-calibre assault rifle. The CZ BREN 2 is the 

successor of the CZ 805 BREN. The system of the CZ BREN 2 is based 

on a tried-and-tested gas system with a three-position adjustable 

regulator of the piston mechanism. The materials used in this firearm 

are fire-proof or highly flame-resistant and impact-resistant with a 

high resistance against mechanical damage. The CZ BREN 2 is 

slightly tuned and modified versions, for both the military and law 

enforcement market and the civilian market. 
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primarily marketed to military and law enforcement customers. A 

modified CZ BREN 2 as a submachine gun is also produced for civilian 

use. Due to the use of different components, the civilian version 

cannot be modified for automatic use. 

CZ 457 
The CZ 457 is the successor of the popular model CZ 455, which is 

being discontinued and replaced by the advanced CZ 457 model. The 

CZ 457 is a magazine-fed bolt-action rim fire rifle. The CZ 457 has 

hammer-forged, hand-lapped steel barrels, a trigger that is 

adjustable for weight of pull and the capability to interchange barrels 

in different contours and calibres by simply removing two set screws 

from the receiver. The CZ 457 Synthetic has an ambidextrous polymer 

stock that suits both right ς and left-handed shooters. The CZ-457 

LUX features the classic design of a European hunting rifle. The CZ 

457 LRP is tuned to hit targets at extreme distances. The CZ 457 is 

marketed to civilian customers including, primarily, sportsmen, 

hunters and outdoorsmen. 

CZ 557 
The CZ 557 is a universal centrefire rifle with a universal system of 

sights. It is equipped with adjustable open sights on the barrel and a 

weaver rail on the receiver. The CZ 557 is primarily marketed to 

civilian customers including, primarily, sportsmen, hunters and 

outdoorsmen. 

TACTICAL ACCESSORIES 

In 2016, the Group expanded its product portfolio to include tactical accessories. Within the 

Group, 4M SYSTEMS designs, markets and sells a wide ranging portfolio of tactical accessories, 

including tactical and ballistic equipment, such as ballistic vests, helmets and other protection, 

combat uniforms, backpacks, and firearms accessories, such as handgun holsters, magazine 

ǇƻǳŎƘŜǎ ŀƴŘ ǎƭƛƴƎǎΦ ¢ƘŜ DǊƻǳǇΩǎ ǘŀŎǘical accessories target a variety of end-user customers, 

ranging from federal, state or local governments and agencies, including military and law 

enforcement units, to civilians purchasing tactical accessories for hunting, sport shooting or 

personal defence purposes. The sale of tactical accessories enables the Group to provide its 

customers with the full set of weapon equipment and such cross-selling is particularly 

welcomed by military and law enforcement customers. 

¢ƘŜ DǊƻǳǇΩǎ ŎƻǊŜ ŎƻƳǇŜǘŜƴŎŜ ƭƛŜǎ ƛƴ ǘƘe design, precise machining and production of firearms. 

The Group therefore made a strategic decision to outsource most of the production of tactical 

ŀŎŎŜǎǎƻǊƛŜǎ ǘƻ ŜȄǘŜǊƴŀƭ ǎǳǇǇƭƛŜǊǎΦ ¢ƘŜ DǊƻǳǇΩǎ ƪŜȅ ŜȄǘŜǊƴŀƭ ǎǳǇǇƭƛŜǊǎ ƻŦ ǘŀŎǘƛŎŀƭ ŀŎŎŜǎǎƻǊƛŜǎ ŀǊŜ 

located ǇǊƛƳŀǊƛƭȅ ƛƴ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎΣ ǘƘŜ {ƻŎƛŀƭƛǎǘ wŜǇǳōƭƛŎ ƻŦ ±ƛŜǘƴŀƳΣ ǘƘŜ tŜƻǇƭŜΩǎ 

Republic of China and the Republic of Korea. 

The table below contains most notable products in the category of the tactical accessories for 

the Group: 

CZ 4M SPIRIT 
The CZ 4M SPIRIT is a ballistic t-shirt for concealed wearing. The 

design of the t-shirt is geared towards achieving the maximum stealth 
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required by secret operations for personal protection. The CZ 4M 

SPIRIT is primarily marketed to military and law enforcement units. 

CZ 4M RAPTOR 2.0 
Modular Protection  
System 

The CZ 4M RAPTOR 2.0 is a plate carrier and compact modular system 

designed specifically for special units. It is a lightweight and mobile 

plate carrier. The CZ 4M RAPTOR 2.0 is the result of continuing 

development of plate carriers of the RAPTOR type which members of 

ǘƘŜ /ȊŜŎƘ !ǊƳȅΩǎ слмǎǘ {ǇŜŎƛŀƭ CƻǊŎŜǎ DǊƻǳǇ ǳǎŜ ŀǎ ǘƘŜƛǊ ǎǘŀƴŘŀǊŘ 

means of ballistic protection. The CZ 4M RAPTOR 2.0 is primarily 

marketed to military and law enforcement units. 

CZ 4M OMEGA 
The CZ 4M OMEGA tactical trousers are made of highly breathable 

tear-resistant material designed for a wide range of special military 

and security operations. The CZ 4M OMEGA is primarily marketed to 

military and law enforcement units. 
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i) Relevant Markets and Competition 

¢ƘŜ DǊƻǳǇΩǎ ōǊƻŀŘ ǇƻǊǘŦƻƭƛƻ ƻŦ ƘŀƴŘƎǳƴǎΣ ƭƻƴƎ Ǝǳƴǎ ŀƴŘ ǘŀŎǘƛŎŀƭ ŀŎŎŜǎǎƻǊƛŜǎΣ ǎǳŎƘ ŀǎ ōŀƭƭƛǎǘƛŎ 

vests, grenades and ammunition, enables it to serve a broad variety of firearm users, from 

civilians purchasing firearms for personal defence, hunting, sport shooting and other civilian 

uses, to federal, state or local governments and agencies, including military and law 

enforcement units. The Group produces a wide range of firearms, including dozens of models, 

in three main categories for the civilian market: (i) pistols (including, steel frame pistols and 

polymer frame pistols which can be further split into hammer fired and striker fired pistols), 

(ii) revolvers and (iii) hunting guns (which can be split into three categories: centrefire rifles, 

rim fire rifles and shotguns) and five main categories for the military and law enforcement 

market: (a) pistols, (b) submachine guns, (c) assault rifles, (d) sniper rifles and (e) grenade 

launchers. Moreover, the firearms the Group produces for the military and law enforcement 

market are available in semi-automatic versions for the civilian market. 

The Group is able to meet a variety of customer requirements through a wide range of 

products and product customization options. For example, in order to further expand its reach 

to even the most demanding of civilian customers, the Group launched an online firearm 

ŎƻƴŦƛƎǳǊŀǘƻǊ ƛƴ hŎǘƻōŜǊ нлмфΣ ǿƘƛŎƘ ŀƭƭƻǿǎ ŎǳǎǘƻƳŜǊǎ ǘƻ ŎǳǎǘƻƳƛȊŜ ǎƻƳŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ 

products. The online firearm configurator was initially available only in the Czech Republic and 

included the CZ P-10 pistol, the CZ Scorpion EVO 3 submachine gun in a semi-automatic version 

and the CZ 457 rim fire rifle. However, based on positive customer feedback and requests for 

additional products, the Group intends to include additional products in the online firearm 

configurator and also make it available to civilian customers in other Key Markets and has 

already expanded it to Slovakia, Poland and Germany. The Group also intends to evaluate 

potential applications of the on-line firearm configurator for military and law enforcement 

customers. 

The Group operates primarily in the small firearms industry. The Group designs, produces, 

assembles and sells firearms and tactical accessories for military and law enforcement, 

personal defence, hunting, sport shooting and other civilian use. The small firearms industry 

is highly competitive, and competition presents an ongoing threat to the success of the 

DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎΦ ¢ƘŜ Ǝƭƻōŀƭ ƳŀǊƪŜǘ ŦƻǊ ǎƳŀƭƭ ŦƛǊŜŀǊƳǎ ƛǎ ƘƛƎƘƭȅ fragmented and includes 

hundreds of companies of various sizes and market power. The market is characterized by 

relatively low entry barriers for potential new market participants which further decreases the 

stability of the global small firearms industry.  

/ǳǊǊŜƴǘƭȅΣ ǘƘŜ DǊƻǳǇΩǎ ƳŀƴŀƎŜƳŜƴǘ ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘŜ ƪŜȅ ƳŀǊƪŜǘ ǇŀǊǘƛŎƛǇŀƴǘǎ ŀǇŀǊǘ ŦǊƻƳ ǘƘŜ 

DǊƻǳǇΣ ƛƴŎƭǳŘŜ .ƭŀǎŜǊ DƳōIΣ .ǊƻǿƴƛƴƎ LƴǘŜǊƴŀǘƛƻƴŀƭ {Φ!ΦΣ /ŀǊŀŎŀƭ LƴǘŜǊƴŀǘƛƻƴŀƭ [[/Σ /ƻƭǘΩǎ 

Manufacturing Company, Daniel Defence Inc., Fabbrica Di Armi Pietro Beretta SPA, Fabrique 

Nationale de Herstal, FRATELLI TANFOGLIO S.R.L, Glock Gesellschaft m.b.H., C.G. HAENEL 

GmbH, Heckler & Koch GmbH, HS Produkt d.o.o. (Springfield Armory), Israel Weapon Industries 

(IWI), Kalashnikov Concern, OF Mossberg & Sons, Remington Outdoor Company, SAKO Limited, 

Savage Arms Inc., SIG SAUER GmbH & Co. KG, Singapore Technologies Engineering Ltd., Smith 

& Wesson Brands, Inc., STI International Inc., Sturm, Ruger & Company, and Taurus Holdings 

Inc. In recent years, several established companies including Remington Outdoor Company 

ŀƴŘ /ƻƭǘΩǎ aŀƴǳŦŀŎǘǳǊƛƴƎ ŦŀŎŜŘ ŦƛƴŀƴŎƛŀƭ ŎƘŀƭƭŜƴƎŜǎ ŘǳŜ ǘƻΣ ŀƳƻƴƎ ƻǘƘŜǊ ǘƘƛƴƎǎΣ ǘƘŜ ǘƛƎƘǘ 

competitive environment, and both companies went through reorganization procedures under 

United States bankruptcy laws in 2018 and 2015, respectively, and Remington Outdoor 
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Company entered reorganization procedures under United States bankruptcy laws once again 

in 2020. 

The Group competes with the above-mentioned companies primarily for large contracts to 

supply military and law enforcement customers around the world (excluding China and/or 

other embargoed countries). This typically includes long tendering processes and competition 

for these contracts is mainly driven by innovation, range of products, quality testing and price. 

{ƻƳŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ŎƻƳǇŜǘƛǘƻǊǎ ŀǊŜ ōŜǘǘŜǊ ŜǎǘŀōƭƛǎƘŜŘ ƛƴ ǘŀǊƎŜǘƛƴƎ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ 

enforcement customers than the Group due to their longer operating history in this area and 

larger base of established products and customers, wider recognition among military and law 

enforcement customers, and larger resources available to support higher costs of the 

contracting process. In order to increase its market presence in the military and law 

enforcement market segment, the Group needs to deploy significant resources to acquire the 

relevant track record and experience and overcome disadvantages of being the late mover. 

The civilian market segment is occupied by a large number of smaller producers who, although 

without significant market power individually, collectively represent important competition to 

the Group. In the civilian market segment, competition is largely driven by a combination of 

price, brand recognition and product innovation. 

¢ƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ŎƻƳǇŜǘŜ ŜŦŦŜŎǘƛǾŜƭȅ ŘŜǇŜƴŘǎ ƻƴΣ ŀƳƻƴƎ ƻǘƘŜǊ ǘƘƛƴƎs, its ability to 

ŀƴǘƛŎƛǇŀǘŜ ƛǘǎ ŎǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎ ŀƴŘ ǇǊƻǾƛŘŜ ǇǊƻŘǳŎǘǎ ǘƻ ƳŜŜǘ ǘƘƻǎŜ ƴŜŜŘǎΣ ŀŘŀǇǘ ǉǳƛŎƪƭȅ ǘƻ 

new market and industry trends and regulatory developments, integrate modern materials 

into its products, differentiate its products from its compeǘƛǘƻǊǎΩ ƻŦŦŜǊƛƴƎǎΣ ŜƴƘŀƴŎŜ ŀƴŘ 

upgrade its existing products, sustain and promote the strength of its brands and on its ability 

to achieve these goals without compromising the quality of its product while increasing 

production efficiency. Moreover, certain countries, including the Unites States, impose 

specific requirements for domestically produced parts or other content in products sold to 

governmental entities or even complete production localization, which makes it even more 

challenging and expensive to compete in such markets. For instance, the United States 

adopted statutes and other regulation relating to federal procurement or federal grants 

ƛƴŎƭǳŘƛƴƎ ǘƘƻǎŜ ǘƘŀǘ ǊŜŦŜǊ ǘƻ ά.ǳȅ !ƳŜǊƛŎŀέ ƻǊ ά.ǳȅ !ƳŜǊƛŎŀƴέΦ ¢ƘŜǎŜ ǊŜǉǳƛǊŜΣ ƻǊ ǇǊƻǾƛŘŜ ŀ 

preference for, the purchase or acquisition of goods, products, or materials produced in the 

United States, including iron, steel, and manufactured goods. 

¢ƘŜ DǊƻǳǇΩǎ Ƴŀƛƴ ŎƻƳǇŜǘƛǘƻǊǎ ŀǊŜ ǎƳŀƭƭ ŀǊƳǎ ŀƴŘ ƭƛƎƘǘ ǿŜŀǇƻƴǎ ǇǊƻŘǳŎŜǊǎΦ ¢ƘŜ DǊƻǳǇΩǎ 

management believes the following wŜŀǇƻƴǎ ǇǊƻŘǳŎŜǊǎ ŀǊŜ ǘƘŜ DǊƻǳǇΩǎ ŎƻƳǇŜǘƛǘƻǊǎ ƛƴ ƛǘǎ ƪŜȅ 

markets. 

ω FN Herstal (Belgium) ς manufacturer of products including rifles, shotguns and handguns 
for clay shooting, big game hunting, tracker and practical shooting, among others; 

ω Fabbrica Di Armi Pietro Beretta SPA (Italy) ς manufacturer of shotguns, pistols, rifles and 
premium guns for a variety of purposes such as hunting, competition sports and target 
shooting among others. The Group believes their product portfolio is the most comparable 
to the DǊƻǳǇΩǎ ƛƴ ǘŜǊƳǎ ƻŦ ōǊŜŀŘǘƘ ƻŦ ƻŦŦŜǊƛƴƎΤ 

ω Glock Gesellschaft m.b.H. (Austria) ς producer of pistols for the civilian market and the 
military and law enforcement market and the largest importer of firearms to the United 
States; 

ω Heckler & Koch GmbH (Germany) ς producer of small firearms mainly for the military and 
law enforcement market; 
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ω Kalashnikov Concern (Russia) ς largest firearms manufacturer in Russia, producing pistols, 
assault rifles, sniper rifles and sporting rifles for the civilian market and the military and 
law enforcement market; 

ω O.F. Mossberg & Sons (U.S.) ς manufacturer of rim fire rifles, centrefire rifles and shotguns, 
among others for the civilian market and the law enforcement market; 

ω Savage Arms Inc. (formerly part of Vista Outdoor Inc.) (U.S.) ς manufacturer rim fire rifles, 
shotguns, centrefire rifles and modern sporting rifles for the civilian market; 

ω SIG SAUER GmbH & Co. KG (Switzerland) ς producer of pistols and assault rifles mainly for 
the military and law enforcement market, which also occupies a very strong position in the 
U.S. civilian market (repeatedly ranks among the top of five most sold manufacturers in 
terms of revenue)2. In 2020, Sig Sauer announced its intention to close its European factory, 
located in Germany3 and 

ω Taurus Holdings Inc. (Brazil, U.S.) ς manufacturer of revolvers and pistols for the civilian 
market and the military and law enforcement market. 

 

ii) Markets 

The Group designs, produces, assembles and sells firearms and tactical accessories for a wide 

range of customers. Key market customers include the civilian market customers and the 

military and law enforcement market customers. The Group sells its products worldwide, but 

ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ƳŀǊƪŜǘǎ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ŀǊŜ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΣ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭic 

and rest of Europe. 

KEY GEOGRAPHIC MARKETS FOR THE GROUP 

The United States represented 50.7 %, the Czech Republic represented 22.9 % and Europe 

όŜȄŎƭǳŘƛƴƎ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎύ ǊŜǇǊŜǎŜƴǘŜŘ мпΦл ҈Σ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ƛƴ нлмфΦ ¢ƘŜ 

United States represented 66.1 %, the Czech Republic represented 4.8 % and Europe 

(excluding the Czech Republic) represented 13.7 ҈Σ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ƛƴ нл20. As a 

traditional Czech firearms producer, the Group continues to have a particularly significant 

presence in the Czech Republic. 

KEY CUSTOMER MARKET FOR THE GROUP 

The Group produces a wide range of firearms including pistols, revolvers, assault rifles, 

submachine guns, grenade launchers, sniper rifles, shotguns, and rim fire and centrefire rifles 

as well as components for firearms, including sights, triggers, stocks, grips and spare parts. 

The Group also markets a broad portfolio of tactical accessories, including firearms 

accessories, tactical and ballistic equipment, such as ballistic vests, helmets and other 

protection, combat uniforms, backpacks and firearms accessories, such as handgun holsters, 

ƳŀƎŀȊƛƴŜ ǇƻǳŎƘŜǎ ŀƴŘ ǎƭƛƴƎǎΦ ¢ƘŜǊŜ ƛǎ ŀ ǿƛŘŜ ǊŀƴƎŜ ƻŦ ŀǇǇƭƛŎŀǘƛƻƴǎ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ 

including for civilian use and for military and law enforcement use. The expected global 

 
2 Source: Gunbroker 
3 Source: https://sigsauer.de/  
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demand for small firearms was approximately 1.09 billion units in 2019 and is expected to rise 

to 1.26 billion units in 2023. The civilian market represents the largest consumer of small 

firearms with approximately 62.0 % of volume demand and the military and law enforcement 

market represents approximately 38.0 % of volume demand4. 

MARKET DRIVERS 

The civilian market includes personal defence, hunting, sport shooting and other civilian use. 

!ǎ ǎƘƻǿƴ ƛƴ ǘƘŜ ŎƘŀǊǘ ǘƛǘƭŜŘ ά±ŀƭǳŜ ƻŦ Ǝƭƻōŀƭ Ŧƛrearms market 2017-нлноΣ ōȅ ŀǇǇƭƛŎŀǘƛƻƴέΣ 

civilian demand for firearms for personal defence is expected to grow. According to the BIS 

Small Arms Market Report, the increase is a result of the increasing number of female shooters 

purchasing firearms for personal defence because of rising security concerns in developed 

markets, mainly North America and Europe. In addition, the BIS Small Arms Market Report, 

expects a growing number of participants in hunting and shooting sports to drive civilian 

demand (from a market value of USD 1.48 billion in 2017 to a forecasted market value of USD 

1.75 billion in 2023) with a medium impact over the next one to two years and a high impact 

over the next three to five years. 

¢ƘŜ DǊƻǳǇΩǎ ŎǳǎǘƻƳŜǊǎ ƛƴ ǘƘŜ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ ŜƴŦƻǊcement market are federal, state or local 

governments and agencies. According to the BIS Small Arms Market Report, the military and 

law enforcement market will be driven by (i) rising demand for handguns for law enforcement 

with a high impact over the next one to two years and a high impact over the next three to 

five years and (ii) an increase in defence expenditures with a medium impact over the next 

one to two years and a high impact over the next three to five years. There has been an 

increase in the overall defence spending of various countries all over the world. The growing 

defence budget of the different countries is playing a major part in the defence modernization 

program adopted for strengthening their military forces. Global military expenditure is 

estimated to have reached USD 1,922.10 billion in 2019 (Source: SIPRI Military Expenditure 

Database), its highest level since 19885. The 15 countries with the highest military 

expenditures in 2019, include the United States (USD 719 billion), China (USD 266 billion), 

France (USD 52 billion), Germany (USD 51 billion), the UK (USD 50 billion) and Italy (USD 28 

billion) (at constant 2018 prices and exchange rates). 

 

iii) Marketing and Customers 

The Group believes that its brands are globally recognized among firearms customers and 

ǾŀƭǳŜŘ ŜǎǇŜŎƛŀƭƭȅ ŦƻǊ ƎƻƻŘ ŎǊŀŦǘǎƳŀƴǎƘƛǇΣ ǿƘƛŎƘ ƛǎ ōŀŎƪŜŘ ōȅ ǘƘŜ DǊƻǳǇΩǎ ƳƻǊŜ ǘƘŀƴ ул ȅŜŀǊǎ 

of experience in the firearms business and the iconic status of some of its products. For 

example, the Shadow 2 OR pistol from CZ-USA has been named as the best Full Size Semi-

Automatic Handgun of the year by the Ballistic Magazine's annual Ballistic's Best Awards in 

20206. In 2019, the CZ P-10S Optics Ready line was awarded On TŀǊƎŜǘ aŀƎŀȊƛƴŜ 9ŘƛǘƻǊΩǎ 

Choice Award7 and Gun News Daily ranked the CZ 75 pistol third among the ten best handguns 

 
4 Source: BIS Small Arms Market Report 
5 Source: SIPRI Trends 
6 Source: The Outdoor Wire 
7 Source: On Target Magazine 
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for home defence and among the most reasonably priced8. Gun News Daily also described the 

/½ тр ǘƻ ōŜ ǘƘŜ ǿƻǊƭŘΩǎ Ƴƻǎǘ ŎƻǇƛŜŘ Ǉƛǎǘƻƭ ŀƴŘ ǘƘŜ ŀǊŎƘŜǘȅǇŀƭ ŜȄŀƳǇƭŜ ƻŦ ŀ ά²ƻƴŘŜǊ bƛƴŜέ 

pistol, which are nine millimetre semi-automatic handguns with a double stack high-capacity 

magazine and all steel frame4Φ Lƴ нлмуΣ ǘƘŜ /½ {ŎƻǊǇƛƻƴ 9±h о {м ǿŀǎ ŀǿŀǊŘŜŘ 9ŘƛǘƻǊΩǎ /ƘƻƛŎŜ 

for Best Pistol-Caliber Carbine ōȅ .ŀƭƭƛǎǘƛŎΩǎ .Ŝǎǘ ƳŀƎŀȊƛƴŜ9 ŀƴŘΣ ƛƴ нлмтΣ ƛǘ ǿŀǎ ŀǿŀǊŘŜŘ ¢¢!DΩǎ 

9ŘƛǘƻǊΩǎ /ƘƻƛŎŜ !ǿŀǊŘ ŦƻǊ ōŜǎǘ ƴŜǿ ŦƛǊŜŀǊƳ ƻŦ нлмр10.The Group has sold over one million CZ 

75 pistols and the CZ P-мл / ǿŀǎ ŀǿŀǊŘŜŘ ǘƘŜ άIŀƴŘƎǳƴ ƻŦ ǘƘŜ ¸ŜŀǊ нлмтέ ŀǿŀǊŘ ōȅ ǘƘŜ 

prestigious !ƳŜǊƛŎŀƴ ƳŀƎŀȊƛƴŜ Dǳƴǎ ϧ !ƳƳƻΦ ¢ƘŜ DǊƻǳǇΩǎ ŦƛǊŜŀǊƳǎ ŀǊŜ ŀƭǎƻ ǳǎŜŘ ōȅ 

numerous military and law enforcement customers, such as armed forces in the Czech 

Republic, Hungary, Poland, Slovakia, Portugal, Romania, Jordan and Serbia; police and border 

units in the Czech Republic, Colombia, Kenya, Indonesia, Malaysia, Mexico, Poland, Romania, 

{ƭƻǾŀƪƛŀΣ {ƭƻǾŜƴƛŀΣ {ƛƴƎŀǇƻǊŜΣ ¦ȊōŜƪƛǎǘŀƴΣ ŀƴŘ ±ƛŜǘƴŀƳΤ ŀƴŘ CǊŀƴŎŜΩǎ ŎƻǳƴǘŜǊǘŜǊǊƻǊ ǎǇŜŎƛŀƭ 

ŦƻǊŎŜΣ ǘƘŜ DǊƻǳǇŜ ŘΩƛƴǘŜǊǾŜƴǘƛƻƴ ŘŜ ƭŀ DŜƴŘŀǊƳŜǊƛŜ ƴŀǘƛƻƴŀƭŜΦ 

¢ƘŜ DǊƻǳǇΩǎ ŎƻƳƳƛǘƳŜƴt to the highest industry quality standards and technological prowess 

ŀǊŜ ŀƭǎƻ ǳƴŘŜǊƭƛƴŜŘ ōȅ ǎǳŎŎŜǎǎŜǎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ƛƴ ŜȄǇŜǊǘ ǎƘƻƻǘƛƴƎ ŜǾŜƴǘǎΦ CƻǊ 

example, in October 2019, David Miller and a CZ-USA team of five shooters set a new Guinness 

World Record of 14,167 sporting clays shot by a team of five in 12 hours. They used the CZ 

1012 shotgun, which uses the energy of recoil to eject the spent shell and load the next round 

and was proved by being put through the wringer of firing over 5,000 rounds without any 

ŎƭŜŀƴƛƴƎ ƻǊ ƭǳōǊƛŎŀǘƛƻƴΦ Lƴ ŀŘŘƛǘƛƻƴΣ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ bw!Ωǎ {ƘƻƻǘƛƴƎ {ǇƻǊǘǎ ¦{! ǇǳōƭƛŎŀǘƛƻƴΣ 

ǘƘŜ DǊƻǳǇΩǎ /½ {ƘŀŘƻǿ н ǿŀǎ ǘƘŜ Ƴƻǎǘ ǇƻǇǳƭŀǊ ƘŀƴŘƎǳƴ ƛƴ ǘƘŜ ǇǊƻŘǳŎǘƛƻƴ ŘƛǾƛǎƛƻƴ ŀǘ ǘƘŜ нлму 

USPSA National Championships, and was used by 48 % of participants, while the closest 

competitor-produced weapon was chosen by only 20 % of participants in the production 

division. 

In addition, in 2019, the Group was selected to represent the Czech Republic in the European 

5ŜŦŜƴŎŜ !ƎŜƴŎȅΩǎ ǇǊƻƧŜŎǘ ǘƛǘƭŜŘ !ŘŘƛǘƛǾe Manufacturing of Metallic Auxetic Structures and 

aŀǘŜǊƛŀƭǎ ŦƻǊ [ƛƎƘǘǿŜƛƎƘǘ !ǊƳƻǳǊ όά!a![L!έύΦ ¢ƘŜ DǊƻǳǇ ǎǳǇǇƻǊǘǎ !a![L!Ωǎ ŀƛƳ ǘƻ ŜƴƘŀƴŎŜ 

the performance of the EU ballistic and blast protections by providing R&D support and 

manufacturing samples. 

The GroǳǇΩǎ ǇǊƻŘǳŎǘǎ ŀǊŜ ƳŀǊƪŜǘŜŘ ǘƻ ǘƘŜ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ ŜƴŦƻǊŎŜƳŜƴǘ ƳŀǊƪŜǘǎ ŀƴŘ ǘƘŜ 

ŎƛǾƛƭƛŀƴ ƳŀǊƪŜǘǎ ǳƴŘŜǊ ƳǳƭǘƛǇƭŜ ōǊŀƴŘǎ ƛƴŎƭǳŘƛƴƎ /½ ό2Ŝǎƪł ȊōǊƻƧƻǾƪŀύΣ /½-USA, Dan Wesson, 

Brno Rifles and 4M SYSTEMS. 

Military customers include members of regular army units and members of various military 

special forces units. Law enforcement customers include, among others, members of the 

federal and municipal police, members of the border patrol, members of the prison service 

and VIP protection units. Civilian customers include hunters and outdoor enthusiasts, sport 

shooters, including those competing in competitions held by the IPSC, the USPSA, the IDPA, as 

well as other competitions, such as various rim fire rifle and centrefire rifle cup competitions. 

The last category of civilian customers is identified as hobby, home protection and personal 

defence users. 

 
8 Source: Guns News Daily: 10 Best Handguns 
9 {ƻǳǊŎŜΥ .ŀƭƭƛǎǘƛŎΩǎ .Ŝǎǘ 
10 Source: TTAG 
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¢ƘŜ DǊƻǳǇΩǎ ƳŀǊƪŜǘƛƴƎ ŎŀƳǇŀƛƎƴǎ ŀƴŘ ƛƴƛǘƛŀǘƛǾŜǎ ŀǊŜ ōŀǎŜŘ ƻƴ ŀ ŎŀǊŜŦǳƭ ŜǾŀƭǳŀǘƛƻƴ ƻŦ ŜŀŎƘ 

market, its customer groups and possible legal limitations within that market.  ¢ƘŜ DǊƻǳǇΩǎ 

marketing analysts periodically assess market potential and carry out in-depth research which 

ƛǎ ǘƘŜƴ ǳǎŜŘ ōȅ ǘƘŜ DǊƻǳǇΩǎ ƳŀǊƪŜǘƛƴƎ ŎƻƳƳǳƴƛŎŀǘƛƻƴǎ ǎǇŜŎƛŀƭƛǎǘǎ ŀƴŘ ŜȄǘŜǊƴŀƭ ƳŀǊƪŜǘƛƴƎ 

agencies to create effective marketing materials relevant to a specific end-customer group. In 

the United States, marketing and advertising materials undergo a special review to ensure 

their content does not unduly expose the Group to liability under certain novel legal theories 

currently being litigated in various US courts.  The Group sells mainly through the following 

distribution channels: wholesale, tenders, direct sale and on-line. The Group sells mainly to 

wholesalers and distributors for the civilian market and mainly by way of tenders to military 

and law enforcement customers, but also directly to end-ǳǎŜǊ ŎǳǎǘƻƳŜǊǎ Ǿƛŀ ǘƘŜ DǊƻǳǇΩǎ ǘǿƻ 

company retail stores (located in the Czech Republic) and via its own e-shop for firearms 

accessories. 

 

iv) Suppliers 

¢ƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ŦƛǊŜŀǊƳǎ ǊŜƭƛŜǎ ƻƴ ŜȄǘŜǊƴŀƭ ǎǳǇǇƭƛŜǊs of materials, parts, and even 

complete products (i.e. firearms, accessories, ammunition etc.). The Group utilizes numerous 

raw materials, including steel, wood, aluminium and certain alloys. The Group also utilizes 

various types of supplied components, especially polymers and plastic firearms parts, pistol 

ƳŀƎŀȊƛƴŜǎΣ ƳŀŎƘƛƴƛƴƎ ŦƛǊŜŀǊƳǎ ǇŀǊǘǎ ŀƴŘ ƳŜǘŀƭ ǇƻǿŘŜǊ ƛƴƧŜŎǘƛƻƴ ƳƻǳƭŘƛƴƎ όάaLaέύ ǇŀǊǘǎ ŦƻǊ 

handguns. 

The Group maintains relationships with more than 2,000 suppliers of various parts, 

commodities, materials and services via a combination of short-and medium-term contracts, 

some of which contain minimum purchase requirements (primarily those with utility 

companies), but often without volume requirements or fixed prices, with a variety of suppliers, 

as well as long-term relationships with vendors. For example, the Group works with 

Rheinmetall Waffe Munition GmbH for the development and supply of medium and high 

caliber ammunition as well as pyrotechnic products. The Group sources complete sporting and 

huntinƎ ǎƘƻǘƎǳƴǎ ŦǊƻƳ ǘǿƻ ¢ǳǊƪƛǎƘ ǎǳǇǇƭƛŜǊǎΣ IǳƎƭǳ όIǳƐƭǳ !Ǿ ¢ǸŦŜƪƭŜǊƛ TƳŀƭƛ !ƭƤƳ-{ŀǘƤƳ YǸœǸƪ 

Sanat Kooperatifi temsilciler) and Akkar (Akkar Silah Sanayi), for sale in the United States 

firearms market. All such Turkish-made shotguns are marketed and sold under the CZ-USA 

brand. There is no written agreement between CZ-USA and Akkar or Huglu. The cooperation 

between Akkar and CZ-USA started in 2012 on a non-exclusive basis. The cooperation between 

Huglu and CZ-USA originally started in 2003. 

The Group deems the following contractual relationships to be the most significant for the 

DǊƻǳǇΩǎ ǇǊƻŘǳŎǘƛƻƴ ǇǊƻŎŜǎǎΥ ǎǳǇǇƭƛŜǎ ƻŦ Ǉƛǎǘƻƭ ƳŀƎŀȊƛƴŜǎΣ ƳŀŎƘƛƴƛƴƎ ŦƛǊŜŀǊƳǎ ǇŀǊǘǎ όƳŀƛƴƭȅ 

slides) and MIM parts for handguns and rifles. 
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v) Regulation 

FIREARMS REGULATION 

All segments oŦ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ŀǊŜ ǎǳōƧŜŎǘ ǘƻ ŀǇǇƭƛŎŀōƭŜ /ȊŜŎƘ ŀƴŘ ŦƻǊŜƛƎƴ ƭŀǿǎ ŀƴŘ 

regulations. This section is not meant to be a comprehensive or complete description of the 

entire regulatory framework accompanying and/or pertaining to the main determinants of the 

DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎΣ ōǳǘ ŀ ǎǳƳƳŀǊȅ ƻƴƭȅ ƛƴǘŜƴŘŜŘ ǘƻ ǳƴŘŜǊƭƛƴŜ ǘƘŜ Ƴŀƛƴ ƭŜƎŀƭ ŀŎǘǎ ŀƴŘ ǊŜƎǳƭŀǘƻǊȅ 

requirements necessary to be fulfilled in order for the Group to operate its business. 

RELEVANT CZECH AND EU LEGISLATION 

Manufacturing and trading activities relating to firearms in the Czech Republic are primarily 

subject to the Czech Weapons Act, which implements the relevant EU legislation, in particular 

Council Directive 91/477/EEC of 18 June 1991 on control of the acquisition and possession of 

weapons, as aƳŜƴŘŜŘ όǘƘŜ άCƛǊŜŀǊƳǎ 5ƛǊŜŎǘƛǾŜέύΣ ŀƴŘ ¢ǊŀŘŜ [ƛŎŜƴǎƛƴƎ !ŎǘΦ CǳǊǘƘŜǊΣ !Ŏǘ bƻΦ 

156/2000 Coll., on the authentication of certain types of firearms, ammunition and 

ǇȅǊƻǘŜŎƘƴƛŎǎ όǘƘŜ άCƛǊŜŀǊƳǎ !ǳǘƘŜƴǘƛŎŀǘƛƻƴ !Ŏǘέύ ǎŜǘǎ ŦƻǊǘƘ ǘƘŜ ƻōƭƛƎŀǘƛƻƴǎ ƻŦ ŦƛǊŜŀǊƳ 

manufacturers, importers, distributors and other persons related to the firearm 

authentication procedure conducted by the Czech Authority for Firearms and Ammunition 

Testing. The procedures conducted by the Czech Authority for Firearms and Ammunition 

Testing is further regulated by Ministerial Decree No. 335/2004 Coll., on the implementation 

of certain provisions of the Firearms Authentication Act. 

Regarding EU legislation, the Firearms Directive was amended by Directive (EU) 2017/853 of 

the European Parliament and ƻŦ ǘƘŜ /ƻǳƴŎƛƭ ƻŦ мт aŀȅ нлмт όǘƘŜ άDǳƴ .ŀƴ 5ƛǊŜŎǘƛǾŜέύΦ ¢ƘŜ 

Czech Republic has not implemented the Gun Ban Directive into Czech law despite its 

implementation deadline in September 2018. In July 2019, the European Commission issued a 

reasoned opinion urging the Czech Republic and other member states that failed to transpose 

the Gun Ban Directive into their respective national laws to do so as soon as possible. This step 

follows the letters of formal notice, which the European Commission sent to the relevant 

member states in November 2018. The member states concerned have two months since the 

day of notification to notify back the European Commission of the measures taken. Otherwise, 

the European Commission may decide to take further steps before the Court of Justice of the 

EU.  

In response to the Gun Ban Directive, a draft amendment to the Czech constitutional act No. 

2/1993 Coll., the Charter of Fundamental Rights and Freedoms, prepared by the Senate of the 

Parliament of the Czech Republic, has been submitted to the Czech Parliament. The proposed 

draft amendment introduces a right to defend oneself as well as the lives of others with a 

weapon as a constitutional right. 

MANUFACTURING AND TRADE LICENSES 

All persons conducting business relating to manufacturing or trading of firearms are required 

to obtain the following licenses: (i) a trade license under the Trade Licensing Act, (ii) an arms 

licence under the Czech Weapons Act and (iii) an export licenses under Act No. 228/2005 Coll., 
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on control of trade in products whose possession is restricted for security reasons in the Czech 

Republic and the Act on Trade in Military Materiel. 

HANDLING OF FIREARMS 

Handling of firearms (both military and non-military) is primarily subject to the Czech Weapons 

Act and Governmental Regulation No. 217/2017 Coll., on security requirements for weapons, 

ammunition, black hunting dust, smokeless dust, matches and ammunition depot (the 

ά{ŜŎǳǊƛǘȅ wŜǉǳƛǊŜƳŜƴǘǎ wŜƎǳƭŀǘƛƻƴέύΦ ¢ƘŜ {ŜŎǳǊƛǘȅ wŜǉǳƛǊŜƳŜƴǘǎ wŜƎǳƭŀǘƛƻƴ ŦǳǊǘƘŜǊ 

elaborates requirements under the Czech Weapons Act on handling with firearms (both 

military and non-military). Compliance with the Czech Weapons Act and the Security 

Requirements Regulation is overseen by the relevant police office; in this regard the relevant 

police office may, in particular, require access to the documentation relating to controlled 

firearms, request the submission of the relevant security material or to oversee the 

destruction thereof. 

U.S. FIREARMS REGULATION 

In addition to Czech and EU regulation, the U.S. manufacture, sale, and purchase of firearms 

are subject to extensive federal, state, and local government regulation. The primary federal 

laws and regulations are: the Gun Control Act of 1968, the National Firearms Act of 1934, the 

Arms Export Control Act of 1976, the International Traffic in Arms Regulations and the Export 

Administration Regulations, which have been amended from time to time. 

Imports and exports of defence articles and services to and from the United States and U.S. 

persons arŜ ǎǳōƧŜŎǘ ǘƻ ǘƘŜ ¦Φ{Φ LƴǘŜǊƴŀǘƛƻƴŀƭ ¢ǊŀŦŦƛŎ ƛƴ !ǊƳǎ wŜƎǳƭŀǘƛƻƴǎ όάL¢!wέύ ŀƴŘ ǘƘŜ ¦Φ{Φ 

9ȄǇƻǊǘ !ŘƳƛƴƛǎǘǊŀǘƛƻƴ wŜƎǳƭŀǘƛƻƴǎ όǘƘŜ ά9!wέύΣ ǿƘƛŎƘ ǊŜǎǘǊƛŎǘ ŀƴŘ ŎƻƴǘǊƻƭ ǘƘŜ Ŧƭƻǿ ƻŦ ŘŜŦŜƴŎŜ 

and military-related items and services, including firearms, from, and through the United 

{ǘŀǘŜǎ ŀƴŘ ¦Φ{Φ ǇŜǊǎƻƴǎΦ ¢ƘŜ DǊƻǳǇΩǎ ǎŀƭŜǎ ǘƘŀǘ Řƻ ƴƻǘ ƛƴǾƻƭǾŜ ǘƘŜ Ŧƭƻǿ ƻŦ ŘŜŦŜƴŎŜ ŀǊǘƛŎƭŜǎΣ 

other military-related items, and services to or from the U.S. or U.S. persons, directly or 

indirectly, are not subject to the ITAR or the EAR .AccorŘƛƴƎƭȅΣ ǘƘŜ DǊƻǳǇΩǎ ƴƻƴ-U.S. activities 

provide the Group a competitive advantage over its U.S.-based competitors because the Group 

can serve military and law enforcement customers that exclude from their tender processes 

any products and producers which are subject to the ITAR or the EAR (for example recent 

ǘŜƴŘŜǊǎ ƛƴ DŜǊƳŀƴȅ ŀƴŘ CǊŀƴŎŜύΦ ¢ƘŜ DǊƻǳǇΩǎ ƳŀƴŀƎŜƳŜƴǘ ōŜƭƛŜǾŜǎ ǘƘŜǎŜ ŦŀŎǘƻǊǎ ŦƻǊƳ ŀ ǎƻƭƛŘ 

ŦƻǳƴŘŀǘƛƻƴ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ŦǳǊǘƘŜǊ ƎǊƻǿǘƘΦ 



 

25 

Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 

b. Financial Performance 

REVENUES 

Revenues increased by 14.6%, from CZK 6.0 billion 2019 to CZK 6.8 billion in 2020, mainly due 
to an increase in the number of firearms sold as a result of increased demand in the United 
States, Europe (outside the Czech Republic) and Africa. 
 
Regionally, revenues in the Czech Republic decreased by 76.0% to CZK 327.4 million in 2020 of 
reduced sales to key military and law enforcement customers in the Czech Republic and a one-
time ammunition delivery in 2019, which did not recur in 2020, as well as reduced sales to 
civilian customers resulting from the COVID-19 pandemic related shutdown measures, which 
negatively impacted the availability of the Group's distribution channels. Revenues in the 
United States increased by 49.3%, reaching 4,506.7 million in 2020 mainly as a result of 
increased demand due to the COVID-19 pandemic, civil unrest and calls for to defund the 
police in the U.S. Revenues in Europe (excluding the Czech Republic) increased by 12.4%, to 
CZK 936.2 million in 2020. 
 
Revenues in Africa increased by 212.4%, to CZK 414.6 million in 2020 due to one-time sales to 

a military and law enforcement customers. Revenues in Asia increased by 24.9%, to CZK 390.6 

million in 2020 due to increased sales to military and law enforcement customers as well as 

increased sales to civilian customers. Revenues in the rest of the world (Other) decreased by 

17.4%, to CZK 244.0 million in 2020 due to the negative impact on the availability of the 

DǊƻǳǇΩǎ ŘƛǎǘǊƛōǳǘƛƻƴǎ ŎƘŀƴƴŜƭǎ ŎŀǳǎŜŘ ōȅ ǘƘŜ /h±L5-19 pandemic related shutdown measures. 

The following table sets forth a breakdown of the Group's revenues by region for the periods 
indicated. 

(CZK thousands) For year ended 31 December 
Change  

in %  2020 2019 

 (audited) 

Czech Republic 327,419 1,366,980 (76.0%) 

United States 4,506,751 3,018,113 49.3% 

Europe (excl. the Czech Republic) 936,257 832,787 12.4% 

Africa 414,641 132,712 212.4% 

Asia 390,575 312,833 24.9% 

Other 244,030 295,317 (17.4%) 

Total 6,819,673 5,958,742 14.4% 

 

 

 

 

 



 

26 

Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 

Other operating income 

Other operating income decreased by 50.3% yoy and amounted to CZK 50.4 million in 2020 

due to one-time royalties related to licences for the production of firearms received in 2019 

that were not repeated in 2020. 

Changes in inventories of finished goods and works in progress 

Changes in inventories of finished goods and works in progress decreased mainly as a result 

of increased demand in the United States, which led to the complete exhaustion of the Group's 

inventory in the United States and increased production in both the Czech Republic and the 

United States. 

Own work capitalized 

Own work capitalized reached CZK 123.5 million in 2020, up by 17.7% if compared to 2019.  

Raw materials and consumables used 

¢ƘŜ ŀŎŎƻǳƴǘƛƴƎ ƛǘŜƳ άRaw materials and consumables usedέ consists of cost of goods sold, 

material consumption and energy consumption. The item decreased by 5.2% yoy and 

amounted to CZK 2,736.0 million in 2020. Of this, the material consumption increased by 4.7% 

while the cost of goods sold and energy consumption decreased by 29.4% and 2.6% 

respectively. As a percentage of revenues, it  decreased from 48.4% in 2019 to 40.1% in 2020. 

Services 

Services increased by 33.4% yoy reaching CZK 1,094.7 million in 2020, primarily driven by 

reclassification of sales commissions in the U.S. and operational and logistical costs related to 

measures taken to address the COVID-19 pandemic.  

Personnel costs 

Personnel costs increased by 16.6% yoy and amounted to CZK 1,260.1 million in 2020. The 

increase was attributable to changes in the allocation of remuneration for ǘƘŜ /ƻƳǇŀƴȅΩǎ 

representative bodies (in the six months ended 30 June 2020, the Company paid the Board of 

5ƛǊŜŎǘƻǊǎ ŀƴŘ {ǳǇŜǊǾƛǎƻǊȅ .ƻŀǊŘΩǎ ŎƻƳǇŜƴǎŀǘƛƻƴ, senior hires in the commercial department 

and additional hires in the U.S. and Germany. 

Depreciation and amortization 

Depreciation and amortization increased by 6.2% yoy reaching CZK 393.5 million in 2020. The 

increase can be attributed to continuous investments by the Group in its production base in 

amounts exceeding corresponding depreciation.  
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Other operating expenses 

Other operating expenses amounted to CZK 144.3 million up by 23.5% yoy in 2020, mainly as 

a result of the release of a provision created for obsolete inventories, upon the sale of that 

inventory to a Group customer. 

EBITDA from continued operations 

The Group's management considers EBITDA from continued operations to be a key 

performance indicator in evaluating the Group's business. EBITDA from continued operations 

is not a measure of performance defined or recognized under IFRS. The Group calculates 

EBITDA from continued operations based on the figures included in the Audited Financial 

Statements. EBITDA from continued operations is defined as post-tax profit for the period less 

post-tax profit from discontinued operations plus income tax less other financial income plus 

other financial expenses less interest income plus interest expenses plus depreciation and plus 

expense from derivatives transactions less income from derivatives transactions plus 

depreciation and amortization. 

EBITDA from continued operations was CZK 1.470.7 million which is an increase of 11.9% yoy. 

Interest income and other financial income 

Interest income increased by 2.1% yoy and amounted to CZK 17.3 million in 2020. Other 

financial income increased by 299.1% yoy and amounted to CZK 295.6 million in 2020, primarily 

as a result of market interest rates movement and reclassification of financial income incurred 

on derivatives transactions. 

Interest expenses and other financial expenses 

Interest expenses decreased by 10.9% reaching CZK 76.5 million in 2020. Other financial 

expenses increased by 310.7% yoy reaching CZK 361.3 million in 2020, primarily driven by FX 

losses. 

Income/Expense from derivatives transactions 

Income from derivatives transactions decreased by 60.6% yoy and amounted to CZK 138.9 

million in 2020. Expense from derivatives transactions decreased by 20.1% yoy reaching CZK 

240.1 million in 2020.  

Profit before tax  

Profit before tax slightly decreased by 6.7% yoy and amounted to CZK 851.0 million in 2020. 

The decrease is related to the significant depreciation of CZK against both EUR and USD in 

2020 discussed above. 

Income tax 

As a result of the lower pre-tax profit, income tax decreased by 2.2% yoy and reached CZK 

174.5 million in 2020. In addition, the Group's estimated effective tax rate went up from 19.5% 

in 2019 to 20.5% 2020. 

Profit for the period from continued operations  

Profit for the period from continued operations decreased by 7.8% yoy and amounted to CZK 

676.6 million in 2020 as a result of factors discussed above.  
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Net earnings per share attributable to the owner of the parent company 

In 2020, net earnings per share attributable to the owner of the parent company were CZK 21 

which is down by 16.0% if compared to the year 2019. 

 

 

c. Strategy and Outlook 

The Group believes that it can execute a mixed growth strategy, combining external growth 

driven by potential acquisitions, including the contemplated acquisition of COLT, and organic 

growth driven by internal resources and the currently postponed Little Rock Project. 

PENETRATION OF MILITARY AND LAW ENFORCEMENT MARKETS 

Currently, the Group generates most of revenues from sales to the civilian market. The Group 

intends to focus on increasing its penetration of military and law enforcement markets 

particǳƭŀǊƭȅ ƛƴ ²ŜǎǘŜǊƴ 9ǳǊƻǇŜΣ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŀƴŘ ǎŜƭŜŎǘ ƳŀǊƪŜǘǎ ƛƴ !ǎƛŀΦ ¢ƘŜ DǊƻǳǇΩǎ 

management believes the military and law enforcement market offers greater growth 

opportunities than the civilian market due to the current political and security situation and 

the rather long investment gap in most developed countries. The Group also believes that 

ƛƴŎǊŜŀǎŜŘ ǎŀƭŜǎ ǘƻ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ ŜƴŦƻǊŎŜƳŜƴǘ ŎǳǎǘƻƳŜǊǎ ǿƛƭƭ ŜƴƘŀƴŎŜ ǘƘŜ DǊƻǳǇΩǎ ōǊŀƴŘ 

ǊŜŎƻƎƴƛǘƛƻƴ ƎŜƴŜǊŀƭƭȅΣ ǎǳǇǇƻǊǘƛƴƎ ǘƘŜ DǊƻǳǇΩǎ ŀƛƳ ƻŦ ǇƻǎƛǘƛƻƴƛƴƎ ƛǘǎ ǇǊƻŘucts as premium 

brands. 

The Group believes that it is well positioned to further penetrate the military and law 

enforcement market. The Group can capitalize on its experience gained from supplying 

firearms to military and law enforcement customers for many years and can offer full firearm 

and ammunition solutions to existing and new military and law enforcement customers. In 

addition, it is critical to obtain the appropriate export licenses in order to be able to export 

firearms and the Group has a successful track record of obtaining the necessary approvals for 

export from the EU. 

The Group has been upgrading its product offering to include all relevant types of handguns 

(mainly pistols), submachine guns and advanced assault rifles, including the addition of the CZ 

457 rim fire rifle series, the CZ 455 Mini Sniper rim fire rifle, the CZ Shadow 2 Orange sport 

special pistol and three new models to the CZ P-10 polymer frame pistol series in 2019 and 

2020. Also, the Group intends to intensify its firearms and accessories sales and marketing 

efforts in order to penetrate the military and law enforcement market, including through 

presentations and testing events for military and law enforcement customers. The Group has 

also strengthened its footprint in Germany and Western Europe with new senior sales roles 

ƘƛǊŜǎ ŀƴŘ ǘƘŜ DǊƻǳǇΩǎ t-10 handgun is undergoing testing to be certified for use by German 

law enforcement. In order to increase its success rate in reaching and concluding agreements 

with various military and law enforcement customers, CZUB set up a tender support 

department that specifically monitors and assesses various opportunities within this market. 

Lƴ ƻǊŘŜǊ ǘƻ ƛƴŎǊŜŀǎŜ ǘƘŜ DǊƻǳǇΩǎ ǇŜƴŜǘǊŀǘƛƻƴ ƻŦ ǘƘŜ ƳŀǊƪŜǘΣ ǘƘŜ DǊƻǳǇ ŀƭǎƻ ŀŎǘƛǾŜƭȅ ǎŜŜƪǎΣ 

selects and cooperates with external governmental agencies, partners and experts, such as 
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various supply and procurement agencies and hires experienced experts with military 

background and a long-term experience within the defence industry. These individuals actively 

seek new opportunities as well as provide feedback to the research and development teams 

assuring the Group maintains a highly competitive product portfolio. 

GROWTH THROUGH OPPORTUNISTIC ACQUISITIONS 

Lƴ ƻǊŘŜǊ ǘƻ ŦǳƭŦƛƭ ǘƘŜ DǊƻǳǇΩǎ ǾƛǎƛƻƴΣ ǘƘŜ DǊƻǳǇ Ŏƻƴǘƛƴǳƻǳǎƭȅ monitors and evaluates 

opportunities for growth through opportunistic acquisitions. The Group is primarily looking at 

acquisition opportunities among its competitors in the firearms production industry, 

particularly those with significant sales to, and a proven track record with, military and law 

enforcement customers in order to help the Group penetrate that market further. In addition, 

in anticipation of potential changes in the needs and preferences of military and law 

enforcement customers, which could result in the digitalization of small firearms, and further 

integration of optics and optoelectronics, the Group is focusing on acquisition opportunities 

among optics and optoelectronics producers and designers. The Group may also consider the 

acquisition of ammunition producers and designers that would be complementary to the 

DǊƻǳǇΩǎ ŦƛǊŜŀǊƳǎ ǇǊƻŘǳŎǘǎ ŘǳŜ ǘƻ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ ǎŜŀƳƭŜǎǎ ŦǳƴŎǘƛƻƴƛƴƎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ 

products with the relevant ammunition and the increasing demand of military and law 

enforcement customers for ammunition with more impact. The Group considers the ideal 

enterprise value of potential acquisition targets to be in the area of EUR 50 to 300 million. 

However, the enterprise value of the potential acquisition target is highly dependent on the 

relevant market in which it operates and its position in such market. 

In February 2021, the Group entered into the Colt Acquisition Agreement through this 

acquisition, the Group plans to establish a substantial production presence in the United 

States ŀƴŘ ŀŎǉǳƛǊŜ /Ωǎ ǎǘǊƻƴƎ ŎǳǎǘƻƳŜǊ ōŀǎŜΦ  

Lƴ ƻǊŘŜǊ ǘƻ ōŜ ŀōƭŜ ǘƻ ŜȄŜŎǳǘŜ ǘƘŜ DǊƻǳǇΩǎ ŀŎǉǳƛǎƛǘƛƻƴ ǎǘǊŀǘŜƎȅ ƛƴ ŀ ǘǊŀƴǎǇŀǊŜƴǘ ƳŀƴƴŜǊ ŀƴŘ ƛƴ 

line with the interests of all stakeholders, the Group has decided to create an acquisition 

committee, which will help the Group to ensure a disciplined approach to M&A activity. 

GENERATE GROWTH BY EXPANDING ITS PRESENCE IN THE U.S. AND THE EU 

The Group has expanded into more than 90 markets globally and continues to expand its 

presence in growth markets, particularly in the U.S. The especially dynamic trends in the U.S. 

ƛƴ ǊŜŎŜƴǘ ȅŜŀǊǎ ǳƴŘŜǊǎŎƻǊŜ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ ŦǳǊǘƘŜǊ ŜȄǇŀƴŘƛƴƎ ƴƻǘ ƻƴƭȅ ǘƘŜ DǊƻǳǇΩǎ 

production capabilities, but also its degree of localization. The Group seeks to establish itself 

as a premium brand in the U.S. by strengthening its brand recognition among military and law 

enforcement customers, increasing the production volume of its firearms as well as expanding 

the variety of types of firearms it offers, including modifications and upgrades to the current 

product mix. The Group intends to continue upgrading its existing production facilities in the 

Czech Republic to stimulate the organic growth of the Group and to enhance its production 

efficiency and optimize inventory management and order fulfilment. 

The Group has also decided to strategically expand its production capacities in the United 

States by constructing a new production facility in Little Rock, Arkansas, which will potentially 

ǎŜǊǾŜ ŀǎ ǘƘŜ DǊƻǳǇΩǎ bƻǊǘƘ !ƳŜǊƛŎŀƴ ƘŜŀŘǉǳŀǊǘŜǊǎ ŀƴŘ second major production facility, in 

ŀŘŘƛǘƛƻƴ ǘƻ ƛǘǎ ŜȄƛǎǘƛƴƎ Ƴŀƛƴ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΦ ¢ƘŜ DǊƻǳǇ ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘŜ ƴŜǿ 
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production facility in Little Rock will help the Group to better serve the U.S. market, the largest 

and most important small arms market globally, to compete in more tender processes with 

U.S. law enforcement and military customers as its products will be eligible for consideration 

under the Buy American Laws, and thereby further strengthen its brand recognition in the U.S. 

In addition, greater production capacity in the U.S. will provide the Group with flexibility to 

switch production between the EU and the U.S. if needed, for example due to regulatory or 

cost structure changes in one or the other location. As of date of this Report, the Group has 

all the necessary internal approvals to start construction of the Little Rock Project. At the same 

time, the Board of Directors of the Group decided in December 2020 to further postpone the 

process as the potential acquisition of Colt can potentially present a suitable medium term 

substitute to the Little Rock Project and could provide the Group with the needed additional 

production capacity in the U.S. Therefore, depending on the completion of the acquisition and 

integration of Colt, the Group will review its strategy of establishing production presence in 

the U.S. The Group currently estimates that the Colt acquisition could result in the Little Rock 

being postponed by approximately three to five years.  

The Group has also recently entered iƴǘƻ ǘƘŜ CǊŀƳŜǿƻǊƪ !ƎǊŜŜƳŜƴǘ ǿƛǘƘ Ia !w½9b#[Σ ŀ 

IǳƴƎŀǊƛŀƴ ŎƻƳǇŀƴȅ Ŧǳƭƭȅ ƻǿƴŜŘ ōȅ ǘƘŜ IǳƴƎŀǊƛŀƴ ǎǘŀǘŜΣ ƎǊŀƴǘƛƴƎ Ia !w½9b#[ ŀ ƭƛŎŜƴǎŜ ǘƻ 

manufacture and sell certain types of CZ firearms in Hungary. Any excess production capacity 

from the Hungarian facility represents additional production capacity potentially available to 

ǎǳǇǇƻǊǘ ǘƘŜ DǊƻǳǇΩǎ ƻǊƎŀƴƛŎ ƎǊƻǿǘƘ ŀƳōƛǘƛƻƴǎΦ 

In addition to its geographic expansion, the Group is also developing a wider product portfolio. 

Among other things, the new additions will include optics and optoelectronics with the aim to 

support the anticipated shift to the use of smart and integrated firearms among military and 

law enforcement customers which are being developed by the Group and its partners. The 

Group also plans to introduce services, such as specialty training programs for law 

enforcement agencies. 

LITTLE ROCK PROJECT 

The Group decided to build its North American headquarters and a production facility in Little 

Rock, Arkansas (the "Little Rock Project"). The implementation of the Little Rock Project will 

be done via a newly established company, CZ MFG, Inc., which is a 100% subsidiary of CZ-US 

Holdings, Inc. According to the Group's plan, the facility is expected to manufacture, 

warehouse and distribute the Group's high-end, precision firearms, while employing up to 300 

workers over the next five years. The State of Arkansas has agreed to support the building of 

the production facility with incentives including a training program, tax refund program, land 

donation program and, subject to fulfilment of the granted incentives conditions (in particular, 

defined job creation) a forgivable loan. The total amount of incentives is expected to exceed 

USD 23.4 million. The total area of the plot is approximately 260,000 m2 and is subject to the 

land donation program. The planned logistics and manufacturing plant will be approximately 

18,000 m2.  

The Company has obtained the necessary permits to begin construction of the Little Rock 

Project that was originally planned to begin in the second half of 2020. At the same time, the 

Board of Directors of the Group decided in December 2020 to further postpone the process as 

the potential acquisition of Colt can potentially present a suitable medium term substitute to 

the Little Rock Project and could provide the Group with the needed additional production 
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capacity in the U.S. Therefore, depending on the completion of the acquisition and integration 

of Colt, the Group will review its strategy of establishing production presence in the U.S. The 

Group currently estimates that the Colt acquisition could result in the Little Rock being 

postponed by approximately three to five years. 

PENETRATION OF MILITARY AND LAW ENFORCEMENT MARKETS 

Currently, the group generates most of revenues from sales to the civilian market. The Group 

intends to focus on increasing its penetration of military and law enforcement markets 

particularly in Western Europe, the United States and select markets in Asia. The Group's 

management believes the military and law enforcement market offers greater growth 

opportunities than the civilian market due to the current political and security situation and 

the rather long investment gap in most developed countries. The Group also believes that 

increased sales to military and law enforcement customers will enhance the Group's brand 

recognition generally, supporting the Group's aim of positioning its products as premium 

brands.  

The Group believes that it is well positioned to further penetrate the military and law 

enforcement market. The Group can capitalize on its experience gained from supplying 

firearms to military and law enforcement customers for many years and can offer full firearm 

and ammunition solutions to existing and new military and law enforcement customers. In 

addition, it is critical to obtain the appropriate export licenses in order to be able to export 

firearms and the Group has a successful track record of obtaining the necessary approvals for 

export from the EU.  

The Group has been upgrading its product offering to include all relevant types of handguns 

(mainly pistols), submachine guns and advanced assault rifles, including the addition of the CZ 

457 rimfire rifle series, the CZ 455 Mini Sniper rimfire rifle, the CZ Shadow 2 Orange sport 

special pistol and three new models to the CZ P-10 polymer frame pistol series in 2019 and 

2020. Also, the Group intends to intensify its firearms and accessories sales and marketing 

efforts in order to penetrate the military and law enforcement market, including through 

presentations and testing events for military and law enforcement customers. The Group has 

also strengthened its footprint in Germany and Western Europe with new senior sales roles 

hires and the Group's P-10 handgun is undergoing testing to be certified for use by German 

law enforcement. In order to increase its success rate in reaching and concluding agreements 

with various military and law enforcement customers, CZUB set up a tender support 

department that specifically monitors and assesses various opportunities within this market. 

In order to increase the Group's penetration of the market, the Group also actively seeks, 

selects and cooperates with external governmental agencies, partners and experts, such as 

various supply and procurement agencies and hires experienced experts with military 

background and a long-term experience within the defence industry. These individuals actively 

seek new opportunities as well as provide feedback to the research and development teams 

assuring the Group maintains a highly competitive product portfolio. 

EXPANSION OF PRESENCE IN THE U.S. AND THE EU 

The Group has expanded into more than 90 markets globally and continues to expand its 

presence in growth markets, particularly in the U.S. The especially dynamic trends in the U.S. 

in recent years underscore the importance of further expanding not only the Group's 
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production capabilities, but also its degree of localization. The Group seeks to establish itself 

as a premium brand in the U.S. by strengthening its brand recognition among military and law 

enforcement customers, increasing the production volume of its firearms as well as expanding 

the variety of types of firearms it offers, including modifications and upgrades to the current 

product mix. The Group intends to continue upgrading its existing production facilities in the 

Czech Republic to stimulate the organic growth of the Group and to enhance its production 

efficiency and optimize inventory management and order fulfilment.  

¢ƘŜ DǊƻǳǇ Ƙŀǎ ŀƭǎƻ ŜƴǘŜǊŜŘ ƛƴǘƻ ǘƘŜ CǊŀƳŜǿƻǊƪ !ƎǊŜŜƳŜƴǘ ǿƛǘƘ Ia !w½9b#[Σ ŀ IǳƴƎŀǊƛŀƴ 

ŎƻƳǇŀƴȅ Ŧǳƭƭȅ ƻǿƴŜŘ ōȅ ǘƘŜ IǳƴƎŀǊƛŀƴ ǎǘŀǘŜΣ ƎǊŀƴǘƛƴƎ Ia !w½9b#[ ŀ ƭƛŎŜƴǎŜ ǘƻ ƳŀƴǳŦŀŎǘǳǊŜ 

and sell certain types of CZ firearms in Hungary. Any excess production capacity from the 

Hungarian facility represents additional production capacity potentially available to support 

the Group's organic growth ambitions. 

In addition to its geographic expansion, the Group is also developing a wider product portfolio. 

Among other things, the new additions will include optics and optoelectronics with the aim to 

support the anticipated shift to the use of smart and integrated firearms among military and 

law enforcement customers. 

CZ EXPORT PRAHA S.R.O. ς COMMERCIAL STRATEGY 

CZ Export Praha, s.r.o. (άCZ EXPORTέ) is a global commercial organization of CZG, with key 

responsibility of new markets and new partnership development as well as exploring new 

business schemes globally, with exception of sales activities in territory of USA.  CZ EXPORT 

covers both sales, business development and global marketing and consumer/customer 

research.  CZ EXPORT acts as an additional commercial representant and business developer 

of its sister companies within CZ Group.  Also, CZ EXPORT buys and sells additional gear and 

ammunition supplied from outside of the CZ Group portfolio, completing the portfolio of 

offered products for full satisfaction of CZ Group global customers. 

OUTLOOK FOR 2021  

In 2021, the financial performance of the Group will be significantly impacted by the on-going 

acquisition of 100% stake in Colt Holding Company LLC. The combined performance is expected 

ǘƻ ŘǊƛǾŜ ǘƘŜ DǊƻǳǇȰǎ ǊŜǾŜƴǳŜǎ ŀƴŘ 9.L¢5!Σ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ǘƘŜ ǎǘǊƻƴƎ ƻǊƎŀƴƛŎ growth of the 

existing operations. The acquisition will be partially financed by external financing in the form 

of a bond issue that will increase net debt and net leverage ratio which was at around zero 

level at the end of 2020. Further growth is anticipated in the US market and the sales to Czech 

Republic should benefit from the deliveries under the framework agreement with the Czech 

Army. 

The management of the Company expects that the total revenues could reach CZK 7.1 ς 7.4 

billion in 2021. If the additional revenues from Colt are included, the total revenues could 

reach CZK 12.5 ς 12.8 billion in 2021. The expected EBITDA in 2021 could grow modestly to 

CZK 1.45 ς 1.65 billion for CZG or to CZK 2.35 ς 2.55 billion if Colt is included in the guidance. 

Capital expenditures of the Company are expected to reach 5-7% of total revenues or CZK 500 

ς 805 million in 2021. 
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The Group cannot, at this time, predict the impact of the COVID-19 pandemic, but it could 
have a material adverse effect on the Group's business, financial condition, results of 
operations and/or cash flows. 
 

d. Information Concerning COVID-19 

IMPACT OF COVID-19 ON THE GROUP 

¢ƘŜ DǊƻǳǇ ƻǇŜǊŀǘŜǎ ƛǘǎ ǇǊƛƴŎƛǇŀƭ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΣ /ȊŜŎƘ wŜǇǳōƭƛŎΦ ¢ƘŜ 

impact of coronavirus COVID-мф ƻƴ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘƛƻƴ Ƙŀǎ ōŜŜƴ ƭƛƳƛǘŜŘ ǎƻ ŦŀǊΦ ¢ƘŜ DǊƻǳǇ 

has not experienced major interruptions of its production process in its main production 

facility; initially, production was closed for one day to evaluate the government 

recommendations and implement adequate measures and subsequently daily production was 

slowed for approximately two months, but has since returned to full production capacity. At 

the same time, the Group had to temporarily close its manufacturing facility in Norwich, New 

York, beginning on 22 March 2020, cease production of its Dan Wesson products and, effective 

11 April 2020, reduce its workforce in the U.S. by 35 employees. In May and June 2020, the 

facility gradually started to re-hire employees and restart production and, as of 31 December 

2020, there were 29 employees at Dan Wesson. As a result of the closure and increased 

demand for Dan Wesson products in the U.S., the Group had sold its entire stock of Dan 

Wesson products by August 2020 and, despite the restart of production in its Norwich, N.Y. 

facility, is not currently able to satisfy the continued increased demand for Dan Wesson 

products in the U.S. 

RISKS RELATED TO THE ONGOING COVID-19 HEALTH CRISIS  

The Group faces various risks related to the ongoing COVID-19 health crisis. In December 2019, 

a novel strain of coronavirus COVID-19 reported to have surfaced in Wuhan, China. On 11 

March 2020, the World Health Organization declared COVID-19 a global pandemic. The rapid 

spread of COVID-19 has resulted in authorities implementing numerous measures to try to 

contain COVID-19, such as travel bans and restrictions, quarantines, shelter in place orders, 

curfews and shutdowns and these measures have adversely impacted and may further impact 

the majority of economic sectors including portions or all of the Group's workforce and 

operations, the operations of its customers, and those of its respective vendors and suppliers. 

To date, the COVID-19 pandemic has caused significant financial market volatility and 

uncertainty and international supply changes, which have already significantly depressed 

global business activities and could restrict access to capital and result in a long-term 

economic slowdown or recession that could negatively affect the Group's operating results. 

The Group's sales increased in certain markets during the first six months of 2020 and since 

the COVID-19 outbreak and the start of civil unrest in May 2020, demand in the U.S. has been 

higher than demand in previous years, however, the Group is unable to assess whether or for 

how long the increased or stable demand in those markets will last and believes this may be a 

temporary effect. In addition, due to the near halt of passenger air flights from and/or to key 

markets of the Group, the Group has had to switch from using the excess cargo capacity of 

passenger air flights to more costly specialised cargo plane flights. Consequently, the cost of 

ǘǊŀƴǎǇƻǊǘŀǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ǎǳōǎǘŀƴǘƛŀƭƭȅΦ The Group operates its 

principal production facilitȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΣ /ȊŜŎƘ wŜǇǳōƭƛŎΦ ¢Ƙƛǎ ŦŀŎƛƭƛǘȅ ƛǎ ŎǊƛǘƛŎŀƭ ǘƻ ǘƘŜ 
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Group's operations. The Group does not have any other significant production capacity which 

could substitute this facility. If significant portions of the Group's workforce based in Uherskȇ 

Brod were unable to work effectively as a result of the COVID-19 pandemic, including because 

of illness, quarantines, facility closures, ineffective remote work arrangements or technology 

failures or limitations, the Group's operations would be materially adversely impacted.  

The Group has significant manufacturing operations in the Czech Republic and an important 

distribution centre as well as the Dan Wesson manufacturing facility in the United States. Both 

the Czech Republic and the United States have been affected by the pandemic and taken 

measures to try to contain it. As part of such measures, the Group has had to temporarily close 

its manufacturing facility in Norwich, New York, as of 22 March 2020, cease production of its 

Dan Wesson products and, effective 11 April 2020, reduce its workforce in the U.S. by 35 

employees. In May and June 2020, the facility gradually started to re-hire employees and 

restart production and, as of 31 December 2020, there were 29 employees at Dan Wesson. As 

a result of the closure and increased demand for Dan Wesson products in the U.S., by August 

2020, the Group had sold its entire stock of Dan Wesson products and, despite the restart of 

production in its Norwich, N.Y. facility, is not currently able to satisfy the continued increased 

demand for Dan Wesson products in the U.S.  

There is considerable uncertainty regarding measures taken to try to contain the pandemic 

and potential future measures, including region and/or town closures/quarantines, forced 

and/or voluntary facility closures, reductions in operating hours, labour shortages and real 

time changes in operating procedures to accommodate social distancing guidelines. 

wŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ŀŎŎŜǎǎ ǘƻ ǘƘŜ DǊƻǳǇΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŦŀŎƛƭƛǘƛŜǎ ƻǊ ƻƴ ƛǘǎ ǎǳǇǇƻǊǘ ƻǇŜǊŀǘƛƻƴǎ ƻǊ 

workforce, or similar limitations for its suppliers, and restrictions or disruptions of 

transportation, port closures and increased border controls or closures, could limit the 

DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ƳŜŜǘ ŎǳǎǘƻƳŜǊ ŘŜƳŀƴŘ ŀƴŘ ƘŀǾŜ ŀ ƳŀǘŜǊƛŀƭ ŀŘǾŜǊǎŜ ŜŦŦŜŎǘ ƻƴ ƛǘǎ Ŧƛƴancial 

condition, cash flows and results of operations. There is no certainty that measures taken by 

governmental authorities will be sufficient to mitigate the risks posed by COVID-19, and the 

DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ǇŜǊŦƻǊƳ ŎǊƛǘƛŎŀƭ ŦǳƴŎǘƛƻƴǎ ŎƻǳƭŘ ōŜ ƘŀǊƳŜŘΦ 

The Group has experienced interruptions to its supply chain and if these or other interruptions 

are long-lasting or spread to a wider supplier base, this could cause shortages in certain 

materials, parts and labour supplies that are key to the Group's commercial operations and 

negatively impact the Group's business results. Additionally, the COVID-19 pandemic may 

impact distribution and logistics providers' ability to operate or may increase their operating 

costs. For example, the Group has traditionally used cargo services on passenger flights 

provided by airlines as a complementary product. As passenger flights have been dramatically 

reduced, the Group has had to use alternative logistics solutions, in particular dedicated cargo 

flights, which tend to be more expensive than the services used in the past. These supply chain 

effects may have an adverse effect on the Group's ability to meet consumer demand and could 

result in an increase in the Group's costs of production and distribution, including increased 

freight and logistics costs and other expenses. While there have been intensifying efforts to 

contain the spread of COVID-19 by the governments of the countries and territories affected, 

the extent to which the COVID-19 outbreak impacts the Group's results is highly uncertain and 

depends on future developments, including new information that emerges concerning the 

severity of the COVID-19 pandemic and the actions to contain the outbreak or treat its impact, 

among others.  
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The COVID-19 pandemic and the containment measures taken could impact the Group's 

business globally, including through store closures or reduced operating hours or decreased 

retail traffic because consumers are staying at home. Store closures by the Group, its 

wholesale customers or distributors globally have been required in certain markets and 

additional store closures may be required and there can be no assurance as to how long these 

closures may remain in effect or as to whether they may need to be reinstated following a 

resurgence in the number of infections. Furthermore, even after reopening, there can be no 

assurance as to the time required to regain operations and sales at prior levels.  

In addition, the Group's business is sensitive to reductions in discretionary spending by 

consumers. In recent months, the COVID-19 pandemic has also significantly increased 

economic and demand uncertainty, and has led to disruption and volatility in the global capital 

markets, which could lead to a decline in discretionary spending by consumers and business 

failures or insolvencies, including of the Group's wholesale customers and distributors, and 

which could in turn impact, possibly materially, the Group's business, sales, financial condition 

and results of operations. In the United States, the unemployment rate was at 3.5% in February 

202011, since the U.S. president declared a national emergency over the COVID-19 pandemic 

on 13 March 2020, the unemployment rate reached 4.4% in March and then 14.7% in April 

2020, the largest one-month increase and the highest rate in the history of the official 

government data (started in 1948)10. Subsequently, in July 2020, the unemployment rate in 

the United States decreased slightly to 10.2%10. Uncertain or negative outlook on general 

economic conditions can cause significant changes in market liquidity conditions, which could 

impact the Group's access to funding and associated funding costs, which could reduce the 

Group's earnings and cash flows. The Company cannot predict the degree to, or the time 

period over which, the Group's sales and operations will be impacted by the COVID-19 

pandemic, and the effects could be material. It is likely that the COVID-19 pandemic will cause 

an economic slowdown, and it is possible that it could cause a global recession.  

The Group continues to monitor the rapidly evolving situation and guidance from international 

and domestic authorities and may take additional actions based on their recommendations. In 

these circumstances, there may be developments outside the Group's control that require the 

Group to adjust its operating plan. The ultimate magnitude of the COVID-19 pandemic, 

including the extent of its impact on the Group's financial and operational results, which could 

be material, will be determined by the length of time that the pandemic continues, its effect 

on the demand for the Group's products and services and the supply chain, as well as the 

effect of governmental regulations imposed in response to the pandemic. The Group cannot, 

at this time, predict the impact of the COVID-19 pandemic, but it could have a material adverse 

effect on the Group's business, financial condition, results of operations and/or cash flows. 

The COVID-мф ƻǳǘōǊŜŀƪ Ƙŀǎ ǇƻǎŜŘ ǎƛƎƴƛŦƛŎŀƴǘ ŎƘŀƭƭŜƴƎŜǎ ǘƻ /½DȰǎ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎ ƛƴ ǘƘŜ 

reported period. CZG implemented various measures to keep its business and operations going 

and provide the highest possible protection to its employees in all production plants. The 

Company has bought protective equipment (face masks, respirators, disposable gloves and 

disinfection), vitamins for its employees, provided psychological support and extended the 

spacing at the workplaces. The closed work teams up to 10 employees were created. The work 

shifts were cut and shortened so that the workers in each shift did not meet in the changing 

 
11 Source: U.S. Bureau of Labor Statistics 
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rooms and had an additional time for personal hygiene and disinfection. The Company 

increased the frequency of cleaning and disinfection of all contact surfaces.  

The Group's management, having considered all information available and measures adopted 

by the date of the issuance of this report, concludes that Group has adequate resources to 

continue its operations for the foreseeable future. For this reason, the Group continues to 

adopt going concern basis in preparing its consolidated financial statements. 

 

e. Plants and Facilities 

¢ƘŜ DǊƻǳǇΩǎ Ƴŀƛƴ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΣ ŀ ǘƻǿƴ ƻŦ ŀǇǇǊƻȄƛƳŀǘŜƭȅ мсΣрлл 

inhabitants, is situated in a rural region with a moderate cost of living, a skilled workforce at 

affordable wages and, most importantly, a long tradition of firearms manufacture and metal 

craftsmanship in general. The DǊƻǳǇ ƛǎ ǘƘŜ ōƛƎƎŜǎǘ ŜƳǇƭƻȅŜǊ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘ ŀƴŘ Ǉƭŀȅǎ ŀƴ 

ƛƳǇƻǊǘŀƴǘ ǊƻƭŜ ƛƴ ǘƘŜ ǊŜƎƛƻƴΩǎ ƛƴŘǳǎǘǊȅΦ  

FACILITIES 

¢ƘŜ DǊƻǳǇΩǎ ƳŀǘŜǊƛŀƭ ŀǎǎŜǘǎ ŀǊŜ ǇǊƛƳŀǊƛƭȅ ƛǘǎ ǇǊoduction, distribution and storage facilities. 

!ŎŎƻǊŘƛƴƎƭȅΣ ǘƘŜ DǊƻǳǇΩǎ ƳŀǘŜǊƛŀƭ ŀǎǎŜǘǎ Ŏƻƴǎƛǎǘ ǇǊƛƳŀǊƛƭȅ ƻŦ ōǳƛƭŘƛƴƎǎΣ ǿŀǊŜƘƻǳǎŜǎ ŀƴŘ ƻǘƘŜǊ 

structures, as well as real estate (plots of land) on which these structures are located, and the 

machinery and equipment housed by these structures (e.g., production lines). 

¢ƘŜ DǊƻǳǇ ƻǿƴǎ ƻǊ ƭŜŀǎŜǎ ǾŀǊƛƻǳǎ ǇǊƻǇŜǊǘƛŜǎ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΣ tǊŀƎǳŜ ŀƴŘ .Ǌƴƻ ƛƴ ǘƘŜ /ȊŜŎƘ 

Republic and Kansas City, Kansas, Norwich, New York and Little Rock, Arkansas in the U.S. The 

majority of ǘƘƛǎ ǊŜŀƭ ŜǎǘŀǘŜ ƛǎ ǳǎŜŘ ŀǎ ǇǊƻŘǳŎǘƛƻƴ Ǉƭŀƴǘǎ ŦƻǊ ǘƘŜ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ 

ǇǊƻŘǳŎǘǎΦ ¢ƘŜ DǊƻǳǇ ƻǿƴǎ ƛǘǎ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘ ŀƴŘ ƭŜŀǎŜǎ ƛǘǎ ǇǊƻŘǳŎǘƛƻƴ 

facilities in Brno, Kansas City and Norwich. 
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¢ƘŜ ǘŀōƭŜ ōŜƭƻǿ ǎŜǘǎ ŦƻǊǘƘ ǘƘŜ DǊƻǳǇΩǎ production or distribution facilities: 

Country Location Title 
Total area 

(approximately) 
Brief Description 

Czech Republic ¦ƘŜǊǎƪȇ 
Brod 

Owned 204,915 m2 

 
Main production facility of 
the Group(1) 

Czech Republic Prague Leased 1,831.8 m2 
 

Offices and small storage 

Czech Republic Brno Leased 1,071 m2  

 
Ancillary production 
facility, limited mainly to 
customized production 

U.S. Kansas 
City, 
Kansas 

Leased 5,295 m2 Main distribution centre for 
North America, assembly, 
customization and limited 
production 

U.S. Norwich, 
New York 

Leased 2,322 m2 
 

Production facility for Dan 
Wesson handguns 

U.S. Little 
Rock, 
Arkansas 

Owned 260,000 m2 

 
Construction site for the 
Little Rock Project facility(2) 

(1)  The total area of buildings and facilities within this location was approximately 43,925 m2. 
(2) The planned logistics and manufacturing plant will be approximately 18,000 m2. 

CZECH REPUBLIC 

¢ƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ŀǊŜ Ƴŀƛƴƭȅ ǇǊƻŘǳŎŜŘ ƛƴ /½¦.Ωǎ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƭƻŎŀǘŜŘ ƛƴ ¦ƘŜǊǎƪȇ 
Brod with a total area of approximately 204,915 m2. The Group also operates another facility 
in Brno, the Czech Republic, which is an ancillary facility supporting the main production of 
ŦƛǊŜŀǊƳǎ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΦ 

/½¦.Ωǎ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƭƻŎŀǘŜŘ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘ ƛǎ ŀ Ŧǳƭƭȅ ƛƴǘŜƎǊŀǘŜŘ ŦƛǊŜŀǊƳ ƳŀƴǳŦŀŎǘǳǊƛƴƎ 
plant with state-of-the-art manufacturing capabilities, which allows the Group to control the 
ŎƻƳǇƭŜǘŜ ǇǊƻŘǳŎǘƛƻƴ ǇǊƻŎŜǎǎ ŀƴŘ ǘƻ ŎƻǾŜǊ ƳǳƭǘƛǇƭŜ ŦǳƴŎǘƛƻƴǎ ŀƴŘ ƻǇŜǊŀǘƛƻƴǎ ŦǊƻƳ ¦ƘŜǊǎƪȇ 
Brod, including casting, cold hammering, coating and heat treatment, all in-ƘƻǳǎŜΦ ¢ƘŜ DǊƻǳǇΩǎ 
firearms production process is qualified to ISO 9001:2015 quality control standards 
throughout the production process. In addition, the Group utilizes specifically tailored testing 
procedures and analyses depending upon the nature of the firearms and material that is being 
produced. Upon completion, each firearm is tested for endurance and reliability. Each firearm 
is proof fired and checked for function and accuracy before it leaves the factory. 

The process of producing firearms involves the utilization of modern computerized numerical 
control technologies, i.e., the automated computer control of machining tools such as drills, 
boring tools or lathes. CNC technologies are utilized with elements of robotics to secure the 
efficiency of the production process. 
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UNITED STATES 

KANSAS CITY DISTRIBUTION, ASSEMBLY AND PRODUCTION FACILITY 

¢ƘŜ DǊƻǳǇ ƭŜŀǎŜǎ ƛǘǎ Yŀƴǎŀǎ /ƛǘȅ ŘƛǎǘǊƛōǳǘƛƻƴΣ ŀǎǎŜƳōƭȅ ŀƴŘ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ όǘƘŜ άYŀƴǎŀǎ 
City CŀŎƛƭƛǘȅέύ consisting of two buildings with a total area of approximately 5,295 m2. The 
Yŀƴǎŀǎ /ƛǘȅ CŀŎƛƭƛǘȅ ƛǎ ǘƘŜ DǊƻǳǇΩǎ Ƴŀƛƴ ŦŀŎƛƭƛǘȅ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΦ 

In 2016, CZ-¦{! ƭŀǳƴŎƘŜŘ ŀǎǎŜƳōƭȅ ƻǇŜǊŀǘƛƻƴǎ ǘƘŀǘ ŦƻŎǳǎ ƻƴ ŎǳǎǘƻƳƛȊƛƴƎ ǘƘŜ DǊƻǳǇΩǎ ŜȄƛǎǘƛƴƎ 
products produced in the Czech Republic for the U.S. market. CZ-¦{!Ωǎ ƻǿƴ ŀǎǎŜƳōƭȅ 
capabilities and its cooperation with U.S. stock producers allowed CZ-USA to significantly 
ƛƴŎǊŜŀǎŜ ǘƘŜ DǊƻǳǇΩǎ ǇǊŜǎŜƴŎŜ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŎƛǾƛƭƛŀƴ ƳŀǊƪŜǘ ōȅ ŎƻƳōƛƴƛƴƎ ǘƘŜ ōŀrrelled 
action made in the Czech Republic with stock and accessories made in the U.S. In particular, 
ǘƘŜ ŎǳǎǘƻƳƛȊŀǘƛƻƴ ƻŦ ǘƘŜ /½ {ŎƻǊǇƛƻƴ 9±h оΩǎ ōŀǊǊŜƭƭŜŘ ŀŎǘƛƻƴǎ ƳŀƴǳŦŀŎǘǳǊŜŘ ƛƴ ǘƘŜ /ȊŜŎƘ 
Republic with parts produced in the U.S. to create a carbine version of the CZ Scorpion EVO 3, 
opened up a new market for CZ-USA. 

¢ƘŜ Yŀƴǎŀǎ /ƛǘȅ CŀŎƛƭƛǘȅΩǎ ǇǊƻŘǳŎǘƛƻƴ ŦƻŎǳǎŜǎ ƻƴ ǘƘŜ ŀǎǎŜƳōƭȅ ƻŦ /½ t-10 pistols, the CZ 
Scorpion EVO 3 submachine gun and a variety of CZ rim fire rifles in the United States. 

In addition, the Kansas City Facility functions as a distribution centre for the North American 
markets. All warranty and repair work are also performed in the Kansas City Facility. The 
Kansas City Facility also houses a well-stocked parts department which benefits from its 
location in the Midwest when it comes to onward distribution. 

NEW YORK PRODUCTION FACILITY 

The Group leases its New York production facility with a total area of approximately 1,071 m2. 

In 2005, CZ-USA purchased certain patents, trademarks, equipment and related assets (e.g., 
completed firearms and parts) of the traditional American firearms manufacturer Dan Wesson 
Firearms located in Norwich, New York. CZ-USA then revived the production of premium 
revolvers and 1911 pistols under the Dan Wesson brand. The pistols and revolvers are 
currently produced by the Group in Norwich, New York, and subsequently marketed and sold 
under the Dan Wesson brand. 

 

f. Investments 

The Group's cash capital expenditures were CZK 329.2 million in 2020 and CZK 435.3 million in 

2019. These capital expenditures were primarily related to improvements in the Group's 

production machinery. Also, CZ-USA purchased a new exhibition stand in the amount of USD 

600 thousand which was used during the Shot Show in January 2020 and further invested in a 

new IT system Cloud Suite Industrial. 
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g. Human Resources 

With its main production facility located in the Czech Republic, the Group benefits from the 

relatively high real labour productivity growth and relatively low cost of labour in the country 

when compared to the rest of the EU (including the UK). According to Eurostat Labour, real 

labour productivity growth from 2015 to 2019 was 8.7 % in the Czech Republic compared to 

2.9 % for the EU (28 members), 2.8 % in Austria, 0.4 %. in Belgium, 1.8 % in Germany and 0.1 %. 

in Italy and the average compensation of employees per hour worked in the Czech Republic is 

48.1 % of the EU average level, 36.9 % of the Austrian level, 29.3 % of the Belgian level, 34.7 %. 

of the German level and 50.0 % of the Italian level12. 

¢ƘŜ DǊƻǳǇΩǎ ŜƳǇƭƻȅŜŜǎ ŀǊŜ ōŀǎŜŘ ƛƴ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎΣ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŀƴŘ DŜǊƳŀƴȅΦ 

¢ƘŜ ǘŀōƭŜ ōŜƭƻǿ ǇǊƻǾƛŘŜǎ ŀǾŜǊŀƎŜ ǊŜŎŀƭŎǳƭŀǘŜŘ ƘŜŀŘŎƻǳƴǘ Řŀǘŀ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ŎƻƴǘƛƴǳŜŘ 
operations for the years ended 31 December 2020 and 2019. 

For the year ended 31 December 

 2020 2019 change in % 

   (number) 

Average recalculated headcount 1,673 1,619 3.3% 

¢ƘŜ ǘŀōƭŜ ōŜƭƻǿ ǎŜǘǎ ŦƻǊǘƘ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ ǘƘŜ ƎŜƻƎǊŀǇƘƛŎŀƭ ǎǇƭƛǘ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ŜƳǇƭƻȅŜŜǎ ŀǎ 
of 31 December 2020. 

 
As of 31 December  

2020 
As of 31 December 

 2019 

 
(average  

recalculated 
headcount) 

(average  
recalculated 
headcount)) 

Czech Republic 1,545 1,499 

United States 122 120 

Germany 6 0 

Total 1,673 1,619 

 

aƻǎǘ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ŜƳǇƭƻȅŜŜǎ ŀǊŜ ŎƻǾŜǊŜŘ ōȅ ŀƴ incentive program that makes the amount 

of their bonuses conditional on the accomplishment of their individual or collective goals and 

 
12 Source: Eurostat Labour 
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ƻƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǊŜǎǳƭǘǎ ŀŎƘƛŜǾŜŘ ōȅ ǘƘŜ DǊƻǳǇΩǎ ŎƻƳǇŀƴƛŜǎ ŀǘ ǿƘƛŎƘ ǘƘŜȅ ŀǊŜ ŜƳǇƭƻȅŜŘΦ Lƴ 

addition to offering training aƴŘ ƻǘƘŜǊ ōŜƴŜŦƛǘǎΣ ǘƘŜ ǎƛȊŜ ŀƴŘ ŘƛǾŜǊǎƛǘȅ ƻŦ ǘƘŜ DǊƻǳǇΩǎ 

operations provide development and promotion opportunities for new employees. 

The Group also employs temporary and agency workers (up to 10 % of its total workforce) in 

order to maintain a degree of flexibility and be able to quickly respond to fluctuations in 

demand for its products. CZUB is subject to collective bargaining agreement which is set to 

remain in force until 31 March 2021. Under this collective bargaining agreement, pay raises 

for the reƭŜǾŀƴǘ /½¦.Ωǎ ŜƳǇƭƻȅŜŜǎ όƛƴ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎύ ŀǊŜ ƎǳŀǊŀƴǘŜŜŘΣ ŀƴŘ /½¦. ǇǊƻǾƛŘŜǎ 

its employees with social benefits such as travel compensation at rates above those set forth 

in the applicable labour legislation, a contribution to private pension insurance, or above-

ǎǘŀƴŘŀǊŘ ƳŜŘƛŎŀƭ ŎŀǊŜΦ ½h h{ Yh±h 29{Y# ½.whWh±Y! ŀΦǎΦ ƻǇŜǊŀǘŜǎ ŀǎ ŀ ǿƻǊƪŜǊǎΩ ŎƻǳƴŎƛƭ 

within CZUB. 

CZ-USA is not subject to a collective bargaining agreement. CZ-USA offers full-time employees 

the opportunity to participate in the company's 401(k) plan (a tax-advantaged retirement plan) 

and matches the first 4 % of employees' contributions at a rate of 100%. CZ-USA also offers its 

full-time employees medical insurance coverage which exceeds what is required under federal 

law both in terms of benefits and cost. 

 

h. Legal Proceedings 

The Group may from time to time be subject to governmental, regulatory and legal or arbitral 

proceedings and claims, including those described below. Other than the proceedings 

described below, there have been no governmental, regulatory and legal or arbitration 

proceedings (including any such proceedings which are pending or threatened of which the 

Group is aware) during the 12 months prior to the date of this Report which may have, or have 

had a significant effect on the financial position or profitability of the Group. 

[ŜƎŀƭ ǇǊƻŎŜŜŘƛƴƎ ōŜǘǿŜŜƴ [ŀǘƛƴ !ƳŜǊƛŎŀ IƻƭŘƛƴƎΣ ŀΦǎΦ ŀǎ ŎƭŀƛƳŀƴǘ ŀƎŀƛƴǎǘ wϧ¢ /ƻƳŞǊŎƛƻ ŘŜ 

LƳǇƻǊǘŀœńƻ Ŝ 9ȄǇƻǊǘŀœńƻ [ǘŘŀ ŀƴŘ /½ .Ǌŀǎƛƭ LƴŘǵǎǘǊƛŀ Ŝ /ƻƳŞǊŎƛƻ ŘŜ !ǊƳŀǎ Ŝ aǳƴƛœƿŜǎ [ǘŘŀ 

as defendants 

CZ Brasil was originally founded as a joint venture with local partner R&T with an intention to 

enhance the visibility of the Group on the Brazilian market. The project is no longer actively 

pursued by the Group. The joint venture with the former partner has resulted in a dispute 

ŀŦǘŜǊ ǘƘŜ ŜȄŜŎǳǘƛǾŜ ŘƛǊŜŎǘƻǊ ƻŦ /½ .Ǌŀǎƛƭ ǊŜŦǳǎŜŘ ǘƻ ŎƻƴǎŜƴǘ ǘƻ ŀ ǘǊŀƴǎŦŜǊ ƻŦ /½¦.Ωǎ ǎƘŀǊŜǎ ƛƴ /½ 

Brasil to a different Group company, Latin America Holding, a.s., as permitted by the terms of 

the joint venture agreement. As a result, Latin America Holding, a.s. brought suit against CZ 

.Ǌŀǎƛƭ ŀƴŘ wϧ¢Σ ǎŜŜƪƛƴƎ ŎƻƴǎŜƴǘ ǘƻ ǘƘŜ ǎƘŀǊŜ ǘǊŀƴǎŦŜǊΦ .ǊŀȊƛƭƛŀƴ ŎƻǳǊǘǎ ƘŜƭŘ /½ .ǊŀǎƛƭΩǎ 

ŜȄŜŎǳǘƛǾŜ ŘƛǊŜŎǘƻǊΩǎ ǿƛǘƘƘƻƭŘƛƴƎ ƻŦ ǘƘŜ ŎƻƴǎŜƴǘ ǳƴƭŀǿŦǳƭ ŀƴŘ ƻǊŘŜǊŜŘ ƘƛƳ ǘƻ ƎƛǾŜ Ƙƛǎ ŎƻƴǎŜƴǘ 

to the transfer. As of the date of this Report, the consent is being enforced through an 

enforcement proceeding. 

The court has partially ruled in favour of the petitioner and ordered R&T to execute the 

ǎƛƎƴŀǘǳǊŜ ƻŦ ǘƘŜ ŀƳŜƴŘƳŜƴǘ ƻŦ /½ .ǊŀǎƛƭΩǎ ŀǊǘƛŎƭŜǎ ƻŦ ŀǎǎƻŎƛŀǘƛƻƴΦ wϧ¢ Ƙŀǎ ƴƻǘ Řƛǎputed the 

ruling and thus, the ruling came into force. As of the date of this Report, R&T has not fulfilled 

its obligation and the ruling is being enforced. 
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LEGAL DISPUTE BETWEEN CZUB AND R&T 

In 2014, CZUB issued to R&T invoices related to the sale of products of CZUB, which were 

delivered during 2014. R&T failed to pay the invoices. As a result, CZUB brought suit against 

R&T for payment. The court has partially ruled in favour of CZUB as the petitioner and upheld 

its claim for automatic acceptance by R&T of the invoices (values of USD 116,231, USD 123,625 

and USD 5,861.20) as the claimable debentures. The judgement amount is increased by the 

default interest rate of 1 per cent. per month until the court hearing, which took place on 16 

September 2015. R&T has not disputed the ruling and thus, the ruling came into force. As of 

the date of this Report, R&T has not fulfilled its obligation, and the ruling is being enforced. 

 

i. Research and Development 

¢ƘŜ DǊƻǳǇΩǎ wϧ5 ŀƴŘ ŀōƛƭƛǘȅ ǘƻ ƛƴƴƻǾŀǘŜ ŀǊŜ ŎǊǳŎƛŀƭ ǘƻ ƛǘǎ ōǳǎƛƴŜǎǎΣ ŀǎ ǘƘŜ DǊƻǳǇΩǎ ŎǳǎǘƻƳŜǊǎΣ 

particularly military and law enforcement customers, demand innovative, reliable and state of 

ǘƘŜ ŀǊǘ ǇǊƻŘǳŎǘǎΦ ¢ƘŜ DǊƻǳǇΩǎ ǘŜŎƘƴƻƭƻƎȅ ƭŜŀŘŜǊǎƘƛǇ ƛǎ ŀƭǎƻ ƻƴŜ ƻŦ its key competitive 

ŀŘǾŀƴǘŀƎŜǎΣ ŀƴŘ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘ ƛƴƴƻǾŀǘƛƻƴǎ ƘŀǾŜ ŦƻǊƳŜŘ ǘƘŜ ōŀŎƪōƻƴŜ ƻŦ ƛǘǎ ǎǳŎŎŜǎǎΦ 

¢ƘŜ DǊƻǳǇΩǎ ǎǳōǎǘŀƴǘƛŀƭ ŦƛƴŀƴŎƛŀƭ ŀƴŘ ƘǳƳŀƴ ŎŀǇƛǘŀƭ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴǘƻ wϧ5 ŀŎǘƛǾƛǘƛŜǎ ŜƴŀōƭŜŘ 

the Group to substantially shorten its innovation cycle and offer products that are 

technological and functional class leaders in their respective categories faster than would have 

been possible a decade ago. Lƴ нлмф ŀƴŘ нлмуΣ ǘƘŜ DǊƻǳǇΩǎ wϧ5 ŜȄǇŜƴǎŜǎ ŀƳƻǳƴǘŜŘ ǘƻ /½Y 

97.5 million and 97.0 million, respectively; corresponding to an average of 1.6 % ƻŦ ǘƘŜ DǊƻǳǇΩǎ 

revenues in нлмфΦ Lƴ нлнлΣ ǘƘŜ DǊƻǳǇΩǎ wϧ5 ŜȄǇŜƴǎŜǎ ŀƳƻǳƴǘŜŘ ǘƻ /½Y ммр ƳƛƭƭƛƻƴΤ 

ŎƻǊǊŜǎǇƻƴŘƛƴƎ ǘƻ мΦт ҈ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜ ƛƴ нлнл. 

The Group has one research and development team, which is split between two locations ς 

¦ƘŜǊǎƪȇ .ǊƻŘ ŀƴŘ tǊŀƎǳŜΦ ¢ƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǘƘŜ wϧ5 ǘŜŀƳ ƛǎ ǇŀǊǘ ƻŦ /½¦. ŀƴŘ ƛǎ ōŀǎŜŘ ƛƴ ¦ƘŜǊǎƪȇ 

.ǊƻŘ ŀƴŘ ǘƘŜ ǊŜǎǘ ŀǊŜ ǇŀǊǘ ƻŦ /!w5!aΦ ¢ƘŜ Ƴŀƛƴ Ǝƻŀƭǎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ wϧ5 ŀǊŜ ǘƻ ƛƳǇǊƻǾŜ ǘƘŜ 

reliability, functionality, quality, safety and dǳǊŀōƛƭƛǘȅ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ŀǎ ǿŜƭƭ ŀǎ ǘƻ 

ŘŜǾŜƭƻǇ ƛƴƴƻǾŀǘƛƻƴǎ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎΦ ¢ƘŜ DǊƻǳǇΩǎ wϧ5 ŀƭǎƻ ǿƻǊƪǎ ǘƻ ŀŘŘǊŜǎǎ ǘƘŜ 

industry and technology trends towards a higher degree of product customization and 

personalisation, shorter product life cycles, modularity of design, the use of new materials 

(polymers and metals) and new production technologies, such as MIM and additive 

manufacturing and the integration of optical targeting systems and electronic systems. The 

core competencies of the GroǳǇΩǎ wϧ5 ƛƴŎƭǳŘŜΥ 

ω Product development, product development management, mechanical design, additive 
manufacturing and experimental development; 

ω Applied research and development of the new technologies and materials such as metals, 
polymers and composites as well as coating systems; 

ω Mathematical simulations and development of algorithms; 

ω Electronics, mechatronics and safety systems; and 

ω Industry 4.0, which is a concept built around the concept of cyber-physical systems, 
combining mechatronic systems and digital services, and including, robotics and 
automations, automated communication, digital design and production management, 
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automated reporting, gradual smart connection of key production processes, digital tracing 
of product life and digitalization. 

Most of ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘ ǇƻǊǘŦƻƭƛƻ ǿŀǎ ƛƴǘǊƻŘǳŎŜŘ ƭŜǎǎ ǘƘŀƴ ŦƛǾŜ ȅŜŀǊǎ ŀƎƻΣ ǘƘǊŜŜ 

generations of assault rifles were introduced in the last 10 years. The Group also plans to 

launch new generations of products, including the CZ Scorpion EVO 4 submachine gun, the 

BREN HPR military assault rifle, the CZ P-11 hammer fired pistol and a new sport shooting 

centrefire rifle and has dozens of new products and product innovations in its R&D pipeline. 

Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ DǊƻǳǇ Ƙŀǎ ŀ оо ҈ ǎƘŀǊŜƘƻƭŘƛƴƎ ƛƴ /!w5!a ǎΦǊΦƻΦ όά/!w5!aέύ ǘƻ ŦǳǊǘƘŜǊ 

strengthen its production and product spectrum and to expand its technological expertise. 

CARDAM is a strategic investment, established together with the Czech Academy of Science in 

нлмсΣ ǘƻ ŎƻƳǇǊŜƘŜƴǎƛǾŜƭȅ ǎǳǇǇƻǊǘ ǘƘŜ DǊƻǳǇΩǎ wϧ5 ƛƴŦǊŀǎǘǊǳŎǘure. CARDAM provides 

complete engineering solutions for product development, new materials and surface 

treatment applications, and advanced manufacturing processes, with a focus on additive 

technologies. 

Lƴ нлнлΣ ǘƘŜ DǊƻǳǇΩǎ wϧ5 ǘŜŀƳ ŎƻƴǎƛǎǘŜŘ ƻŦ ŀƴ ŀǾŜǊŀƎe recalculated headcount of 82, including 

product designers, mathematical analysts, material specialists, advanced chief designers and 

project leaders, who utilize not only their know-how and knowledge, but also state-of-the-art 

R&D methods, laboratory equipment and resources to develop new firearms, new customer 

product customizations and applications, technologies, processes and methods for market-

driven solutions. The Group also performs quality-related work in-house, which is designed to 

ensure that the DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ Ƴŀƛƴǘŀƛƴ ŀ ŎƻƴǎƛǎǘŜƴǘƭȅ ƘƛƎƘ ǉǳŀƭƛǘȅ ǎǘŀƴŘŀǊŘΦ ¢ƘŜ DǊƻǳǇΩǎ 

R&D efforts also benefit from the favourable political and social view of the defence industry 

ŀƴŘ ǘƘŜ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ŦƛǊŜŀǊƳǎ ƛƴ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎΣ ǿƘŜǊŜ ǘƘŜ DǊƻǳǇΩǎ ƘŜŀŘǉǳŀǊǘŜǊǎ and its 

key production facility are based. The Group is a member of the Czech Defence and Security 

Industry Association, an umbrella association for companies from the military and security 

equipment segment. The Group is also a member of the Defence Section of the Czech Chamber 

of Commerce, which brings together the key Czech defence producers. The Group also 

ǎǳǇǇƻǊǘǎ ŀƴŘ ƘƻǳǎŜǎ ǘƘŜ {~-/ht¢ ¦ƘŜǊǎƪȇ .ǊƻŘ ǎŜŎƻƴŘŀǊȅ ǎŎƘƻƻƭ ƻƴ ǎƛǘŜ ŀƴŘ ǇǊƻǾƛŘŜǎ 

vocational training on site, which also helps the Group to attract talent. Precision engineering 

and craftsmanship have a longstanding tradition in the Czech Republic, which is home to over 

10 technical universities and one of the few secondary schools for gunsmiths and engravers in 

continental Europe, and 29 of the Czech Top 100 companies are in the manufacturing 

segment13. 

The Group designs and manufactures its firearms predominantly in-house and also in 

cooperation with, primarily, its military and law enforcement customers. For example, the 

Group developed both generations of the assault rifles CZ 805 BREN and CZ BREN 2 in 

cooperation with the Czech Army and a modified CZ BREN 2 in cooperation with the Groupe 

ŘΩƛƴǘŜǊǾŜƴǘƛƻƴ ŘŜ ƭŀ DŜƴŘŀǊƳŜǊƛŜ ƴŀǘƛƻƴŀƭŜΣ ƻƴŜ ƻŦ CǊŀƴŎŜΩǎ ǇǊŜƳƛŜǊ ŎƻǳƴǘŜǊǘŜǊǊƻǊ ǎǇŜŎƛŀƭ 

forces. This prƻǾƛŘŜǎ ǘƘŜ DǊƻǳǇ ǿƛǘƘ ŘŜŜǇ ƛƴǎƛƎƘǘ ƛƴǘƻ ŎǳǎǘƻƳŜǊǎΩ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀƴŘ 

ǇǊŜŦŜǊŜƴŎŜǎΦ ¢ƘŜ DǊƻǳǇΩǎ ǎǘǊƻƴƎ wϧ5 Ǌƻƻǘǎ ŀƴŘ ŎǳƭǘǳǊŜ ŜƴŀōƭŜ ǘƘŜ DǊƻǳǇ ǘƻ ǉǳƛŎƪƭȅ ǊŜŀŎǘ ǘƻ 

new trends in the firearms industry, such as the trend towards polymer frame pistols, as well 

as give the Group the ability to customize its products for the most sophisticated customers, 

in particular for military and law enforcement customers. The Group utilizes new technologies 

and materials such as polymers and composites, mathematical simulations and algorithm 

 
13 Source: Czech Top 100 
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ŘŜǾŜƭƻǇƳŜƴǘΣ ƳƻǊŜƻǾŜǊΣ άLƴŘǳǎǘǊȅ пΦлΣέ ǿƘƛŎƘ ƛǎ ŀ ŎƻƴŎŜǇǘ ōǳƛƭǘ ŀǊƻǳƴŘ ǘƘŜ ƛŘŜŀ ƻŦ ŎȅōŜǊ-

physical systems, combining mechatronic systems and digital services, and including, robotics 

and automations, digital design and production management, digitalization and high-precision 

manufacturing processes, such as steel, aluminium and alloy metalwork. 

¢ƘŜ DǊƻǳǇΩǎ ǘŜŎƘƴƻƭƻƎƛŎŀƭ ƭŜŀŘŜǊǎƘƛǇ ƛǎ ŘŜƳƻƴǎǘǊŀǘŜŘ ōȅ ǘƘŜ ǎƛƎƴƛŦƛŎŀƴǘ ƴǳƳōŜǊǎ ƻŦ 

ŎƻƳǇŜǘƛǘƛǾŜ ǎǇƻǊǘǎ ǎƘƻƻǘŜǊǎ ǘƘŀǘ ǳǎŜ ǘƘŜ DǊƻǳǇΩǎ ŦƛǊŜŀǊƳǎ ǘƻ ǿƛƴ ŀǿards. Among these is Eric 

Grauffel, who holds seven overall IPSC World Champion titles and eight European Champion 

titles, including the 2019 European Champions title, and Maria Guschina, who holds three 

overall IPSC World Champion titles. 

 

j. Intellectual Property and Licences 

The Group owns patents, utility models, industrial patterns, trademarks and know-how. All 

the mentioned intellectual property, including the CZ brand, is essential for the Group to 

successfully conduct its business and exercise its overall business strategy and without it, the 

Group could not operate on the market. The intellectual property has been accumulated by 

the Group companies over decades of development, production and sales of firearms and 

accessories and it is essential for the Group to be and remain profitable and it also defines its 

ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ŀƴŘ ŎƻƳǇŜǘƛǘƛǾŜ ŀŘǾŀƴǘŀƎŜΦ ¢ƘŜ DǊƻǳǇΩǎ ŀƴƴǳŀƭ Ŏƻǎǘǎ ŦƻǊ ǊŜƴŜǿŀƭǎ ŀƴŘ 

ǳǇŘŀǘŜǎ ƻŦ ƛǘǎ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎ ŀǊŜ ŀǇǇǊƻȄƛƳŀǘŜƭȅ /½Y оΦл ƳƛƭƭƛƻƴΦ ¢ƘŜ DǊƻǳǇΩǎ 

intellectual property is specifically protected in the following regions: Asia, Africa, Latin 

!ƳŜǊƛŎŀΣ 9ǳǊƻǇŜ ŀƴŘ ǘƘŜ ¦Φ{Φ ¢ƘŜ DǊƻǳǇΩǎ ƪŜȅ ōǊŀƴŘǎ ƛƴŎƭǳŘŜ /½ ό2Ŝǎƪł ȊōǊƻƧƻǾƪŀύΣ /½-USA, 

5ŀƴ ²ŜǎǎƻƴΣ .Ǌƴƻ wƛŦƭŜǎ ŀƴŘ пa {¸{¢9a{Φ ¢ƘŜ DǊƻǳǇΩǎ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ Ŏƻƴǎƛǎǘǎ Ƴŀƛƴƭȅ 

oŦ ǘǊŀŘŜƳŀǊƪǎ ά/½έΣ ά/½-¦{!έΣ ά.w9bέΣ ά5!b ²9{{hbέ ŀƴŘ ά½.whWh±Y! .wbhέΣ ƛƴŎƭǳŘƛƴƎ 

other related trademarks in various forms. The Group owns several designs of their products 

ǊŜƎƛǎǘŜǊŜŘ Ƴŀƛƴƭȅ ƛƴ ǘƘŜ 9¦ ŀƴŘ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΦ ¢ƘŜ DǊƻǳǇΩǎ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ǊŜƎƛstered 

designs are those of the BREN and SCORPION model firearms and CZ P-09 and SHADOW model 

ǇƛǎǘƻƭǎΦ !ǎ ƻŦ ǘƘŜ ŘŀǘŜ ƻŦ ǘƘŜ wŜǇƻǊǘΣ ǘƘŜǊŜ ǿŜǊŜ ƻƴƎƻƛƴƎ ǇŀǘŜƴǘ ǇǊƻŎŜŜŘƛƴƎǎ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ 

results of R&D (for example, there are patent applications pending in connection with CZ P-

10, a trigger mechanism for automatic and semiautomatic pistols in certain regions while in 

the US, the patent number US 10,274,227 was granted. Additionally, European patent 

EP3374721 in connection with the CZ P-10 and firing pin mechanism for automatic and 

semiautomatic pistols was validated in Austria, Belgium, Switzerland and Lichtenstein, 

Germany, France, Italy, Poland, Slovakia, Turkey. The patent for sear for automatic and 

semiautomatic pistols was granted in Russia (application 2018120384) and the proceedings 

are undergoing in several other countries. There are ongoing other proceedings in relation to 

patents, trademarks and other intellectual property continuously created and exploited by the 

Group.). 

Generally, where the research and development expense are underwritten by customers, such 

customers demand use rights to the resulting intellectual property. As a result, in order to 

Ƴŀƛƴǘŀƛƴ ǇǊƻǇǊƛŜǘŀǊȅ ǊƛƎƘǘǎ ǿƛǘƘƛƴ ǘƘŜ DǊƻǳǇΣ ǘƘŜ DǊƻǳǇΩǎ ǊŜǎŜŀǊŎƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ƛǎ Ƴƻǎǘƭȅ 

self-funded. 
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In certain cases, the Group grants licenses to its customers whereby the ability to produce 

ŎŜǊǘŀƛƴ ŎƻƳǇƻƴŜƴǘǎ ƻǊ ǘƻ ŀǎǎŜƳōƭŜ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ƛǎ ƭƛŎŜƴǎŜŘ ǘƻ ǎǳŎƘ ŎǳǎǘƻƳŜǊǎΣ ŦƻǊ 

ŜȄŀƳǇƭŜΣ ǘƻ Ia !w½9b#[ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ŀǎǎŜƳōƭȅ ŀƴŘ ǇǊƻŘǳŎǘƛƻƴ ƻŦ Ŧƛrearms in Hungary. 

 

k. Environment and Climate Change 

The Group is subject to, and must comply with, a variety of national and international laws 

and regulations regarding the protection of the environment, health and safety. These laws 

and regulations address, among other things, the identification, acceptance, treatment, 

storage, handling, transportation and disposal of hazardous and solid materials and waste, air 

and water emissions, soil and water contamination, noise, the prevention or minimization of 

climate change, and exposure of employees and others to hazardous materials or waste. In 

order to satisfy environmental responsibilities and to comply with environmental laws and 

regulations, the Group maintains policies relating to the environmental standards of 

performance for its operations and conducts programs to monitor compliance with various 

ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǊŜƎǳƭŀǘƛƻƴǎΦ Lƴ ǘƘŜ ƴƻǊƳŀƭ ŎƻǳǊǎŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻǇŜǊŀǘƛƻƴǎΣ ƛǘ 

may become subject to governmental proceedings and orders pertaining to waste disposal, air 

emissions and water discharges into the environment. 

¢ƘŜ DǊƻǳǇΩǎ ǇǊƛƴŎƛǇŀƭ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΣ /ȊŜŎƘ wŜǇǳōƭƛŎ Ƙŀǎ ōŜŜƴ ƛƴ 

operation for more than 80 years, but no comprehensive inspection has been carried out and 

coƴǘŀƳƛƴŀǘƛƻƴ ƻǊ ƻǘƘŜǊ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƛƳǇŀŎǘǎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇŀǎǘΣ ǇǊŜǎŜƴǘ ƻǊ ŦǳǘǳǊŜ 

operations could be discovered for which no insurance coverage is in place. Historically, the 

Group identified soil and underground water contamination by chlorinated hydrocarbons and 

ƻƛƭǎ ǿƛǘƘƛƴ ƛǘǎ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΦ ¢Ƙƛǎ ŎƻƴǘŀƳƛƴŀǘƛƻƴ ǿŀǎ ǎǳŎŎŜǎǎŦǳƭƭȅ ǊŜƳŜŘƛŜŘ ƛƴ Ŧǳƭƭ ƛƴ 

2018. The Group conducts further monitoring in two-year intervals. The Group also 

periodically reviews the probable and reasonably estimable environmental costs in order to 

create or update any environmental reserves. 

CLIMATE CHANGE  

Lƴ !ǳƎǳǎǘ нлмуΣ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ŀŎǉǳƛǊŜŘ ŎŜǊǘƛŦƛŎŀǘƛƻƴǎ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ǎǘŀƴŘŀǊŘǎ 

ISO 14 001:2015 and ISO 18001:2007 OHSAS for all its activities and operations. The OHSAS 

18001:2007 standard will be replaced no later than in 2021 with ISO EN 45001:2018. The 

/ƻƳǇŀƴȅΩǎ {I9 ό{ŀŦŜǘȅΣ IŜŀƭǘƘΣ 9ƴǾƛǊƻƴƳŜƴǘύ ǇƻƭƛŎȅ Ŏƻƴǘŀƛƴǎ ŀ ŎƻƳƳƛǘƳŜƴǘ ƴƻǘ ƻƴƭȅ ǘƻ 

environmental protection but also to the detection of potential OSH risks, management of 

ŜƳǇƭƻȅŜŜǎΩ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƛƳǇŀŎǘǎΣ ŀƴŘ ƻǇŜƴ ŀƴŘ ǘǊŀƴǎǇŀǊŜƴǘ ŎƻƳƳǳƴƛŎŀǘƛƻƴ ǿƛǘƘ 

stakeholders and employees alike. The policy also includes commitments to keep improving 

the integrated SHE system, maintain active leadership in the area of eƳǇƭƻȅŜŜǎΩ 

environmental impacts awareness, and act in a way that motivates everyone to remain 

attentive to the risks of environmental impacts. Employees are expected by the Company 

management to assume personal responsibility for acting in the interests of environmental 

ǇǊƻǘŜŎǘƛƻƴ ŀƴŘ ǘƘŜƛǊ ƻǿƴ ŀƴŘ ǘƘŜƛǊ ŎƻƭƭŜŀƎǳŜǎΩ ǎŀŦŜǘȅ ŀƴŘ ƘŜŀƭǘƘΦ 
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The correct functioning of the implemented SHE system was demonstrated in 2019, again, by 

the absence of any threats to any of the environmental constituents that would stem from the 

ŀŎǘƛǾƛǘƛŜǎ ƻŦ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦΣ ŀ ƪŜȅ ƻǇŜǊŀǘƛƴƎ ŎƻƳǇŀƴȅ ƻŦ ǘƘŜ DǊƻǳǇΦ 

In 2020, an oil mist separator was tested for one CNC at the operation Production of main 

parts. During its operation, almost 100% of the dirt was caught and the cleaned oil was 

returned to the machine. The cost of filter disposal in machines such as hazardous waste has 

been reduced and the working environment has also been improved. All the changes 

introduced into the manufacturing processes place significant emphasis on the replacing of 

hazardous chemical substances and compounds with less hazardous alternatives. 

Despite all the achievements in the areas of environmental protection and occupational safety, 

the Company strives to keep improving its record and identifying additional potential issues. 

All operations and departments are subject to environmental impact assessments every two 

years or sooner if a change is implemented. Such assessments include measures to eliminate 

any potentially adverse influences. An environmental impact assessment forms part of any 

purchase of machinery or equipment as well as of other activities if relevant. 

The Company exercises regular monitoring of the amounts of chemicals stored and used. The 

information so acquired is used in analyses aimed at preventing serious incidents. 

EMISSIONS  

tǳǊǎǳŀƴǘ ǘƻ {ŜŎǘƛƻƴ млΣ ǇŀǊŀƎǊŀǇƘ мΣ ƻŦ !Ŏǘ bƻΦ оуоκнлмн ƻŦ ǘƘŜ /ȊŜŎƘ [ŜƎƛǎƭŀǘƛǾŜ /ƻŘŜΣ 2Ŝǎƪł 

zbrojovka received a free allocation of emission permits for the emission trading period from 

2013 to 2020 (the allocated amount gradually decreases). The emission permit allocation 

ŎƻǾŜǊǎ ǘƘŜ ǾƻƭǳƳŜ ƻŦ ƎǊŜŜƴƘƻǳǎŜ Ǝŀǎ ŜƳƛǎǎƛƻƴǎ ǇǊƻŘǳŎŜŘ ōȅ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƻƴǎ ǿƛǘƘ 

ŀǇǇǊƻȄƛƳŀǘŜƭȅ мΣллл ǇŜǊƳƛǘǎ ǊŜƳŀƛƴƛƴƎ ǳƴǳǎŜŘ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŀŎŎƻǳƴǘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ŜŀŎƘ 

year. The volume of emissions is proportionate to the consumption of natural gas in the 

ŎƻƳǇŀƴȅΩǎ ōƻƛƭŜǊ ǊƻƻƳΦ At the end of 2020, the CZUB boiler room was excluded from emissions 

trading due to the decommissioning of one boiler by decision of the Ministry of the 

Environment. 

WATER MANAGEMENT 

In addition to drinking water, the Company also uses groundwater for its technological 

ǇǊƻŎŜǎǎŜǎΦ ²ŀǎǘŜǿŀǘŜǊ ŀƴŘ ǊŀƛƴǿŀǘŜǊ ŀǊŜ ǘǊŜŀǘŜŘ ŀǘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ōƛƻƭƻƎƛŎŀƭ ǘǊŜŀǘƳŜƴǘ Ǉƭŀƴǘ 

and are then released in accordance with the relevant permit into a specified watercourse. 

Wastewater from the metallurgy operation pass through a preliminary neutralisation 

treatment. 

WASTE MANAGEMENT 

Produced waste is sorted to a high degree that, for example, has ensured that for three years 

running, the amounts of sorted wastepaper and plastic have exceeded the volume of solid 

ƳǳƴƛŎƛǇŀƭ ǿŀǎǘŜ ǇǊƻŘǳŎŜŘ ōȅ ǘƘŜ /ƻƳǇŀƴȅΦ 5ŜǎǇƛǘŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴŎǊŜŀǎƛƴƎ ǇǊƻŘǳŎǘƛƻƴΣ ǘƘŜ 

volume of hazardous waste remains stable over the long term. The volume of scrap metal is 

proportionate to production volumes. 
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The Group is involved in waste collection schemes EKO-YhaΣ w9a! {ȅǎǘŞƳ ŀƴŘ 9ƪƻƭŀƳǇΦ ¢Ƙƛǎ 

involvement makes the schemes accessible also to employees. 

 

l. Auditors Remuneration in 2020 

In CZK thous. CZG Other Group companies 

Statutory Audit 2,655 4,950 

Other services, of which:   

Assurance services 18,708 173 

Tax advisory services 35 370 

Other non-audit services 0 1 

TOTAL (excl. VAT) 21,398 5,494 
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6. Diversity Policy 
 

 

CZG pursues a diversity policy which ǊŜǎǳƭǘǎ ƛƴ ŀ ōŀƭŀƴŎŜŘ ǎŜǘ ƻŦ ǇŜǊǎƻƴǎ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΨǎ 

governing bodies with respect to a balance of male and female representatives, nationality, 

age, education, professional experience and expertise. Female members are represented in 

both Board of Directors as well as in the Supervisory Board. Female members represent 33% 

of Board of Directors and 33% of Supervisory Board members. The Group evaluates candiates 

for open positions, whether in the Board of Directors, Supervisory Board or in broader 

management group considering diversity principles in order to get the most benefits from the 

mixed background in respect of age, education and gender for the Group. 

The diversity policy is part of the agenda of the Remuneration Committee under the 

Supervisory Board. The activities of the Remuneration Committee include, inter alia, ensuring 

and regularly reviewing the structure and composition of the governing bodies in order to 

reflect professional experience, technical knowledge, managerial skills and other 

requirements.  

The diversity issues are part of the Code of Ethics https://www.czg.cz/about-us/#compliance-

program, adopted by the Board of Directors of CZG in August 2020. The Code of Ethics defines 

the corporate and ethical values of conduct in CZG. By implementing this Code of Ethics, CZG 

commits to respecting the defined values and principles that form the basic framework for its 

business and social actions, conduct and behaviour. Among key ethical values stipulated in the 

Code of Ethics are: 

WE RESPECT HUMAN RIGHTS AND FREEDOMS OF OUR EMPLOYEES 

Equal opportunities, equal treatment, non-discrimination, respect for personal dignity, privacy 

and rights of every employee are essential to us. We do not tolerate unacceptable treatment 

of employees and create conditions for respectful interpersonal relationships. 

WE BUILD GOOD INTERNAL RELATIONSHIPS  

CZG strives to build strong and solid relationships with all its employees and all employees 

across the CZG Group and across all levels regardless of job positions. We create a work 

environment where all employees are treated with respect and dignity. We work to ensure 

personal development of employees, share knowledge and experience, and promote the use 

of new technologies. 

CZG offers open internal training options in the areas of healthcare, occupational safety and 

health, benefits and healthy lifestyles as well as retraining courses that open the door to more 

demanding and better paid positions. In 2020, the Company implemented organisational 

changes conducive to the development of leadership. The ultimate objective is to attain as flat 

an organisational structure as possible with the help of targeted leaders coaching.  

The Group is an active supporter of the school system, science and education including the 

promotion of the athletic and educational activities of pupils, students and young people in 

https://www.czg.cz/about-us/#compliance-program
https://www.czg.cz/about-us/#compliance-program
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ƎŜƴŜǊŀƭΦ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ƛǎ ŀ ƭƻƴƎ-term partner of the Secondary School ς Technical 

Training SchoƻƭΣ ŜǎǘŀōƭƛǎƘŜŘ ōȅ ǘƘŜ ½ƭƝƴ ǊŜƎƛƻƴ ŀƴŘ ōŀǎŜŘ ǿƛǘƘƛƴ ǘƘŜ ǇǊŜƳƛǎŜǎ ƻŦ CZUB. 

Cooperation between the two entities sets an example not only within the region but 

nationally. 

The Company offers to its employees the following benefits above the statutory requirements 

which support its commitment to work life balance: 

ω Financial bonus upon the birth of a child, a financial bonus upon reaching 50 years of age, 

ω CƛƴŀƴŎƛŀƭ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻǿŀǊŘǎ ŀ ŎƘƛƭŘΩǎ ǎǘǳŘȅ ŜȄǇŜƴǎŜǎΦ 

Lƴ нлмфΣ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ, the main production company in the Group, received the Fair 

9ƳǇƭƻȅŜǊ ƻŦ ǘƘŜ ½ƭƝƴǎƪȇ wŜƎƛƻƴ ŀǿŀǊŘΦ ¢ƘŜ ŀǿŀǊŘ ǊŜŎƻƎƴƛǎŜǎ ŜȄŎŜƭƭŜƴŎŜ ƛƴ мл ŘƛŦŦŜǊŜƴǘ ŀǊŜŀǎΥ 

internal documentation, personnel conditions, forms of labour organisation, communicating 

with employees, healthcare, social care, personal development and education, caring for close 

ones, family-friendly activities, and social responsibility. More than 30% percent of the CZUB 

ǿƻǊƪŦƻǊŎŜ ŀǊŜ ŦŜƳŀƭŜΦ aƻǊŜ ǘƘŀƴ мр ǇŜǊŎŜƴǘ ƻŦ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŜƳǇƭƻȅŜŜǎ ŀǊŜ ŀƎed 55 or 

ŀōƻǾŜΦ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ƛǎ ǎǳōƧŜŎǘ ǘƻ ŀ ǎǘŀǘǳǘƻǊȅ ǉǳƻǘŀ ƻŦ ŜƳǇƭƻȅŜŘ ǇŜƻǇƭŜ ǿƛǘƘ ŘƛǎŀōƛƭƛǘƛŜǎ 

and it has been overreaching this target in the long run.  
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7. Risk Factors, Risk management 

and Internal Control 
 

 

The risks presented herein have been divided into categories based on their nature. These 

ŎŀǘŜƎƻǊƛŜǎ ŀǊŜΥ όƛύ wƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎ ŀƴŘ ƛƴŘǳǎǘǊȅΣ όƛƛύ wƛǎƪǎ ǊŜƭŀǘŜŘ 

ǘƻ ǘƘŜ DǊƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǎƛǘǳŀǘƛƻƴΣ όƛƛƛύ [ŜƎŀƭ ŀƴŘ ǊŜƎǳƭŀǘƻǊȅ ǊƛǎƪǎΣ όƛǾύ LƴǘŜǊƴŀƭ ŎƻƴǘǊƻƭ Ǌƛǎƪǎ and 

(v) Environmental, social and governance risks.  

RISKS RELATED TO THE Gwh¦tΩ{ .¦{Lb9{{ !/¢L±L¢L9{ !b5 Lb5¦{¢w¸ 

Risks related to COVID-19 pandemic 

The Group faces various risks related to the ongoing COVID-19 health crisis. The COVID-19 

pandemic could restrict access to capital and result in a long-term economic slowdown or 

ǊŜŎŜǎǎƛƻƴ ǘƘŀǘ ŎƻǳƭŘ ƴŜƎŀǘƛǾŜƭȅ ŀŦŦŜŎǘ ǘƘŜ DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎΦ wŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ŀŎŎŜǎǎ ǘƻ 

ǘƘŜ DǊƻǳǇΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŦŀŎƛƭƛǘƛŜǎ ƻǊ ƻƴ ƛǘǎ ǎǳǇǇƻǊǘ ƻǇŜǊŀǘƛƻƴǎ ƻǊ ǿƻǊƪŦƻǊŎŜΣ ƻǊ ǎƛƳƛƭŀr 

limitations for its suppliers, and restrictions or disruptions of transportation, port closures and 

ƛƴŎǊŜŀǎŜŘ ōƻǊŘŜǊ ŎƻƴǘǊƻƭǎ ƻǊ ŎƭƻǎǳǊŜǎΣ ŎƻǳƭŘ ƭƛƳƛǘ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ƳŜŜǘ ŎǳǎǘƻƳŜǊ 

demand and have a material adverse effect on its financial condition, cash flows and results 

of operations. The Group has experienced interruptions to its supply chain and if these or 

other interruptions are long-lasting or spread to a wider supplier base, this could cause 

shortages in certain materials, parts and labour ǎǳǇǇƭƛŜǎ ǘƘŀǘ ŀǊŜ ƪŜȅ ǘƻ ǘƘŜ DǊƻǳǇΩǎ 

ŎƻƳƳŜǊŎƛŀƭ ƻǇŜǊŀǘƛƻƴǎ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ƳŀǘŜǊƛŀƭƭȅ ƴŜƎŀǘƛǾŜƭȅ ƛƳǇŀŎǘ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ 

results. More information on COVID-мф ŀƴŘ ƛǘǎ ŜŦŦŜŎǘ ƻƴ DǊƻǳǇȰǎ ōǳǎƛƴŜǎǎ Ŏŀƴ ōŜ ŦƻǳƴŘ ƛƴ 

Chapter αLƴŦƻǊƳŀǘƛƻƴ ŎƻƴŎŜǊƴƛƴƎ /h±L5-19άΦ  

Economic, social and political risks 

¢ƘŜ DǊƻǳǇΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ƛƴŦƭǳŜƴŎŜŘ ōȅ ŜŎƻƴƻƳƛŎΣ ǎƻŎƛŀƭ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ŦŀŎǘƻǊǎΦ bŜƎŀǘƛǾŜ ƻǊ 

uncertain economic conditions causing consumers to lack confidence in the general economic 

outlook and to reduce their discretionary spending can significantly reduce sales of the 

DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎΦ {ǳǎǘŀƛƴŜŘ ǳƴŎŜǊǘŀƛƴ ƻǊ ƴŜƎŀǘƛǾŜ ŜŎƻƴƻƳƛŎ ŎƻƴŘƛǘƛƻƴǎ ŀƴŘ ƻǳǘƭƻƻƪ Ŏŀƴ ŎŀǳǎŜ 

significant changes in market liquidity conditions. Economic conditions also affect 

governmental, political and budgetary policies as when facing the prospects of an economic 

downturn, governments often elect to adopt austerity measures aimed, among other things, 

at reducing government spending and as government support packages to address the 

economic consequences of COVID-19 will significantly increase government debt, 

governments may need to implement austerity measures in the future to reduce the debt 

burden. Austerity measures tend to affect especially discretionary spending, which, in 

peacetime, would very likely include defence spending. 
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¢ƘŜ DǊƻǳǇΩǎ ƛƴŘǳǎǘǊȅ ƛǎ ƘƛƎƘƭȅ ŎƻƳǇŜǘƛǘƛǾŜΣ ŀƴŘ ǘƘŜ ǎǳŎŎŜǎǎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ŘŜǇŜƴŘǎ 

on its ability to compete effectively 

¢ƘŜ DǊƻǳǇΩǎ ƛƴŘǳǎǘǊȅ ƛǎ ƘƛƎƘƭȅ ŎƻƳǇŜǘƛǘƛǾŜΣ ŀƴŘ ǘƘŜ ǎǳŎŎŜǎǎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ŘŜǇŜƴŘǎ 

ƻƴ ƛǘǎ ŀōƛƭƛǘȅ ǘƻ ŎƻƳǇŜǘŜ ŜŦŦŜŎǘƛǾŜƭȅΦ ¢ƘŜ DǊƻǳǇΩǎ ƛƴŀōƛƭƛǘȅ ǘƻ ŎƻƳǇŜǘŜ ŜŦŦŜŎǘƛǾŜƭȅ ƻǊ ŀƴȅ 

ƛƴŎǊŜŀǎŜǎ ƛƴ ŎƻƳǇŜǘƛǘƛƻƴ ƛƴ ǘƘŜ ŦƛǊŜŀǊƳǎ ƛƴŘǳǎǘǊȅ ŎƻǳƭŘ ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ 

sell its products, its market share, its revenue and profitability, and ultimately the success of 

its business. 

¢ƘŜ DǊƻǳǇΩǎ ŀŎǉǳƛǎƛǘƛƻƴ ƻŦ Colt may involve additional risks, increased costs and may not be 

successful 

aŀƴŀƎŜƳŜƴǘ ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘŜ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŜȄǇŀƴǎƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƻƴǎ ǘƘǊƻǳƎƘ 

acquisitions presents significant opportunities for further growth. On 11 February 2021, CZ-

¦{ IƻƭŘƛƴƎǎΣ LƴŎΦ όά/½-¦{ IƻƭŘƛƴƎǎέύΣ ŀ ǿƘƻƭƭȅ-owned direct subsidiary of CZG, as buyer, CZ 

Acquisition II, LLC, a subsidiary of CZ-US Holdings entered into a agreement and plan of merger 

όα/ƻƭǘ !ƎǊŜŜƳŜƴǘάύ ŦƻǊ ǘƘŜ ŜƴǘƛǊŜ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ƻŦ /ƻƭǘΣ ǘƘŜ ƛƴŘƛǊŜŎǘ ƻǿƴŜǊ ƻŦ ǘƘŜ ¦Φ{Φ ŦƛǊŜŀǊƳǎ 

ƳŀƴǳŦŀŎǘǳǊŜǊ /ƻƭǘΩǎ aŀƴǳŦŀŎǘǳǊƛƴƎ /ƻƳǇŀƴȅ [[/ ŀƴŘ ƛǘǎ /ŀƴŀŘƛŀƴ ǎǳōǎƛŘƛŀǊȅΣ /ƻƭǘ /ŀƴŀŘŀ 

Corporation. Through this acquisition, the Group plans to establish a substantial production 

ǇǊŜǎŜƴŎŜ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŀƴŘ ǘƻ ŀŎǉǳƛǊŜ /ƻƭǘΩǎ ǎǘǊƻƴƎ ŎǳǎǘƻƳŜǊ ōŀǎŜΦ IƻǿŜǾŜǊΣ ǘƘŜǊŜ ƛǎ 

no assurance that the Group will receive all necessary approvals of the completion of the 

transaction from the relevant U.S. and Canadian authorities, including (i) an unconditional 

approval of the transaction by the U.S. Committee on Foreign Investment, (ii) a clearance in 

respect of the Investment Canada Act, (iii) an approval of the U.S. International Traffic in Arms 

Regulations, and (iv) an approval under the U.S. Hart-Scott-Rodino Antitrust improvements 

Act. If these conditions are not satisfied or waived on or before 30 June 2021, either party may 

terminate the Colt Agreement. Further, there is no assurance that the Group will be able to 

sǳŎŎŜǎǎŦǳƭƭȅ ƛƴǘŜƎǊŀǘŜ /ƻƭǘΩǎ ƻǇŜǊŀǘƛƻƴǎ ƛƴǘƻ ǘƘŜ DǊƻǳǇΣ ǇǊƻŘǳŎŜ ǘƘŜ ŜȄǇŜŎǘŜŘ ōŜƴŜŦƛǘǎ ǊŜƭŀǘŜŘ 

to production of CZ designed products and that the acquisition of Colt will overall be 

ǎǳŎŎŜǎǎŦǳƭΦ ¢Ƙƛǎ Ƴŀȅ ŀƭǎƻ ŀŘǾŜǊǎŜƭȅ ƛƳǇŀŎǘ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ǊŜŀƭƛǎŜ ƛts strategic production 

and sales goals, especially on the U.S. market. 

In addition, based on its due diligence of the target, the Group expects that the acquisition of 

/ƻƭǘ ǿƛƭƭ ƛƴǾƻƭǾŜ ǎǳōǎǘŀƴǘƛŀƭ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴǘƻ /ƻƭǘΩǎ ǇǊƻŘǳŎǘƛƻƴ ŎŀǇŀŎƛǘƛŜǎ ŀƴŘ ŎŀǇŀōƛƭities and 

R&D activities in order to produce reliable and state of the art products and satisfy market 

demand. However, the Group cannot currently predict all of these costs, which may therefore 

be higher than the Group expects, thus adversely affecting CoƭǘΩǎ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ DǊƻǳǇΩǎ 

ǊŜǾŜƴǳŜ ŀƴŘ ǇǊƻŦƛǘŀōƛƭƛǘȅ ŀƴŘ ǳƭǘƛƳŀǘŜƭȅ ǘƘŜ DǊƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǇƻǎƛǘƛƻƴΦ 

The Group may also face extra costs related to the U.S. National Labor Relations Act of 1935, 

under which Colt has a legal duty to bargain with its established labour unions with respect to 

ŜƳǇƭƻȅŜŜǎΩ ǿŀƎŜǎΣ ǿƻǊƪ ƘƻǳǊǎ ŀƴŘ ƻǘƘŜǊ ŎƻƴŘƛǘƛƻƴǎ ƻŦ ŜƳǇƭƻȅƳŜƴǘΦ /ƻƭǘΩǎ ŎǳǊǊŜƴǘ ŎƻƭƭŜŎǘƛǾŜ 

bargaining agreement is set to expire in March 2022 and the Group cannot predict the terms 

of the new agreement. Colt and the Group is therefore exposed to the risk of extensive 

ŘŜƳŀƴŘǎ ōȅ /ƻƭǘΩǎ ƭŀōƻǳǊ ǳƴƛƻƴǎΣ ǿƘƛŎƘ Ƴŀȅ ƛƴŎǊŜŀǎŜ /ƻƭǘΩǎ ƭŀōƻǳǊ Ŏƻǎǘǎ ŀƴŘ ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ 

its results of operations. 

CǳǊǘƘŜǊΣ /ƻƭǘΩǎ ōǳǎƛƴŜǎǎ ƛǎ ŜȄǇƻǎŜŘ ǘƻ ǾŀǊƛƻǳǎ Ǌƛǎƪǎ ƛƴ ŎƻƴƴŜŎǘƛƻƴ ǿƛǘƘ ƛǘǎ ƭƻƴƎ-term business 

relationships and its customer base, in particular: 
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ω Colt Canada Corporation, a subsidiary of Colt, has a major business partnership with the 
Canadian Government, which generated in the years 2019 and 2020 more than 70 % of the 
ǎǳōǎƛŘƛŀǊȅΩǎ ǊŜǾŜƴǳŜǎΦ Notwithstanding that Colt Canada Corporation represents a minority 
ƻŦ /ƻƭǘΩǎ ǘƻǘŀƭ ǊŜǾŜƴǳŜǎΣ ƛǘ Ƙŀǎ ōŜŜƴ ŀ ǎǘŀōƭŜ ŀƴŘ ǊŜƭƛŀōƭŜ ǎƻǳǊŎŜ ƻŦ ǇǊƻŦƛǘŀōƛƭƛǘȅ ŀƴŘ 
therefore, termination of this relationship or any deterioration of could substantially affect 
financial performance of the subsidiary and Colt overall; 

ω Colt requires export permit licences from the relevant U.S. regulatory bodies. As the 
majority of its revenues in 2019 were generated outside the U. S., the denial or revocation 
of export licenses may cause Colt to be unable to enter into new contracts, prevent it from 
performing under existing contracts or require it to cease selling its products to certain 
customers or into certain countries entirely; and 

ω Colt builds and develops business relationships with global military and law enforcement 
agencies. In addition, significant portion of revenues has been historically generated by 
contracts with the U.S. government agencies and forces. Therefore, any deterioration of 
those relationships in future, could ǎǳōǎǘŀƴǘƛŀƭƭȅ ŀŦŦŜŎǘ /ƻƭǘΩǎ ŦƛƴŀƴŎƛŀƭ ǇŜǊŦƻǊƳŀƴŎŜΦ 

These risks as well as other risks, currently unknown to the Group or during the due diligence 

undiscovered, may result in the acquisition of Colt not closing or the potential cost and 

revenue synergies as currently estimated by management not materialising. All of these risks 

Ƴŀȅ ǊŜǎǳƭǘ ƛƴ ŀŘŘƛǘƛƻƴŀƭ Ŏƻǎǘǎ ƻŦ ǘƘŜ DǊƻǳǇ ŀƴŘ ƘŀǾŜ ŀ ƳŀǘŜǊƛŀƭ ŀŘǾŜǊǎŜ ŜŦŦŜŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ 

business, financial condition, results of operations and/or cash flows.  

The ǇƭŀƴƴŜŘ ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ƴŜǿ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ Ƴŀȅ ōŜ 

further delayed, not completed as currently planned or at all or not produce the benefits 

expected 

Through the Little Rock Project, the Group has planned to establish a substantial production 

ǇǊŜǎŜƴŎŜ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΦ ¢ƘŜ DǊƻǳǇΩǎ ƳŀƴŀƎŜƳŜƴǘ ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘŜ [ƛǘǘƭŜ wƻŎƪ tǊƻƧŜŎǘ 

will allow the Group to produce firearms for certain market segments it cannot serve 

effectively at the moment, due to its production being predominantly based in the Czech 

Republic. This relates to, namely, U.S. federal, state or local governments and agencies, which 

are to a large extent, ring-fenced by the Buy American Laws, and also to concealed carry 

firearms for the United States civilian market. In addition, the Group expects that the Little 

Rock Project will provide significant marketing benefits in the United States. 

As of date of this Report, the Group has all the necessary internal approvals to start 

construction of the Little Rock Project. However, the Board of Directors of the Group decided 

in December 2020 to further postpone the process as the potential acquisition of Colt can 

potentially present a suitable medium-term substitute to the Little Rock Project and could 

provide the Group with the needed additional production capacity in the US. Therefore, 

depending on the completion of the acquisition and integration of Colt, the Group will review 

its strategy of establishing production presence in the U.S. The Group currently estimates that 

the Colt acquisition could result in the Little Rock being postponed by approximately three to 

five years. This may result in, among other things, one-off costs related to the suspension Little 

Rock Project, an increase of costs required for the LitǘƭŜ wƻŎƪ tǊƻƧŜŎǘΩǎ ŦǳǘǳǊŜ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ 

and a potential write down of the investments already incurred in the Little Rock Project and 

ǇƻǘŜƴǘƛŀƭ ŦǳǘǳǊŜ ǊŜŀƭƭƻŎŀǘƛƻƴ ƻŦ Ŏƻǎǘǎ ŦƻǊ /ƻƭǘΩǎ ōŀǎŜŘ ǇǊƻŘǳŎǘƛƻƴ ƛƴ IŀǊǘŦƻǊŘΣ /ƻƴƴŜŎǘƛŎǳǘΦ 

However, the implementation of the Little Rock Project is associated with a variety of risks 

typical for such projects. These include, in particular, delays in obtaining, or conditions 
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imposed by, regulatory approvals and licenses including approvals from federal, state or local 

authorities; plant design errors; environmental pollution; non-performance by third party 

contractors; increases in materials or labour costs; and major incidents and/or catastrophic 

events such as fires, floods, explosions, earthquakes or storms, as well as the COVID-19 

pandemic. These risks, individually or in combination, have and may further delay or prevent 

the completion of the Little Rock Project and/or cause significantly higher costs than 

budgeted. The Group continuously monitors the development and potential impacts of COVID-

19 on the Little Rock Project, and although no modification of the Little Rock Project has been 

made other than the postponement in connection with the potential acquisition of COLT, 

various developments, such as shut-downs of the project site or the unavailability of workforce 

or financing, would require modifications of the plan, which could significantly influence the 

implementation of the project. 

Furthermore, the Group can provide no certainty that the Little Rock Project, even if 

completed, will enable the Group to realize all intended strategic goals, such as to successfully 

sell firearms to the U.S. federal agencies in compliance with the Buy American Laws, due to 

the heavy competition, and also to efficiently produce concealed carry firearms for the civilian 

market, due to the higher costs in the United States, potential lack of skilled labour, different 

structure and quality of the United States supply chain and other factors which are essential 

to the successful operation of the Little Rock Project. The project is regularly evaluated by the 

ƳŀƴŀƎŜƳŜƴǘ ǘƻ ŀǎǎŜǎǎ Ƙƻǿ ǘƘŜǎŜ Ǌƛǎƪǎ ǎƘƻǳƭŘ ōŜ ǊŜŦƭŜŎǘŜŘ ƛƴ ǘƘŜ DǊƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΦ 

The Group is exposed to the risk of rising protectionism in international trade 

The Group derives a substantial portion of its revenues from exports outside of the Czech 

Republic. 95Φн ҈ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ƛƴ нлнл ǿŜǊŜ ƎŜƴŜǊŀǘŜŘ ŦǊƻƳ ǎŀƭŜǎ ƻǳǘǎƛŘŜ ǘƘŜ /ȊŜŎƘ 

Republic, 66.1 ҈ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ǿŜǊŜ ƎŜƴŜǊŀǘŜŘ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΣ ŀƴŘ Ƴƻǎǘ ƻŦ 

ǘƘŜǎŜ ǊŜƭŀǘŜ ǘƻ ǇǊƻŘǳŎǘǎ ǇǊƻŘǳŎŜŘ ƛƴ ŀƴŘ ŜȄǇƻǊǘŜŘ ŦǊƻƳ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎΦ ¢ƘŜ DǊƻǳǇΩǎ 

performance may therefore be adversely affected by factors that adversely affect 

international trade, including the level of tariffs and trade barriers or other protectionist 

measures such as Buy American Laws. 

Since the beginning of 2018, the United States has announced a series of international trade 

measures, which individually or in aggregate could have a material adverse impact on the 

global economy, international trade or industries and markets where the Group operates. The 

United States has imposed tariffs and threatened to impose further tariffs on a variety of 

products and materials imported from various foreign countries. For example, in January 2018, 

the United States began to impose tariffs on certain products, which were later expanded to 

include a 25 % tariff on imports of steel and a 10 % tariff on imports of aluminium. Retaliatory 

taǊƛŦŦǎ ƘŀǾŜ ōŜŜƴ ŀƴƴƻǳƴŎŜŘ ōȅ Ƴŀƴȅ ƻŦ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΩ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎΣ ƛƴŎƭǳŘƛƴƎ /ƘƛƴŀΣ 

the United Kingdom, Canada, India and the EU. In 2019, the Czech Republic proposed a 7 % 

digital tax, which was reduced to a proposed 5 % digital tax in 2020, to be paid by large 

companies that do not have a registered office or branch in the Czech Republic, but do 

business through the digital economy. Activities such as targeted advertising campaigns, the 

use of versatile digital interface and the sale of user data would become taxed digital services. 

Then, on 24 January 2020, the United States filed an official protest and indicated that it could 

impose a retaliatory counter-measure should the proposed digital tax become law in the Czech 

Republic. On 5 June 2020, the Office of the United States Trade Representative initiated 

investigations with respect to digital services taxes adopted or under consideration by Austria, 

Brazil, the Czech Republic, the EU, India, Indonesia, Italy, Spain, Turkey, and the United 
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Kingdom and is seeking public comments in connection with these investigations. On 12 June 

2020, the United States left talks with the Organisation for Economic Co-operation and 

Development on a new global tax framework for technology companies. These and any 

addiǘƛƻƴŀƭ ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΩ ǘǊŀŘŜ ǇƻƭƛŎȅ ŎƻǳƭŘ ǘǊƛƎƎŜǊ ŀŘŘƛǘƛƻƴŀƭ ǊŜǘŀƭƛŀǘƻǊȅ ŀŎǘƛƻƴ 

by affected countries, resulting in so-ŎŀƭƭŜŘ ΨǘǊŀŘŜ ǿŀǊǎΩΣ ƛƴŎǊŜŀǎŜŘ Ŏƻǎǘǎ ŦƻǊ ƎƻƻŘǎ ƛƳǇƻǊǘŜŘ 

into the United States, which may reduce customer demand for these products if the parties 

having to pay those tariffs increase their prices, or in trading partners limiting their trade with 

the United States. 

Given the proportion of exports into the United States, the Group is particularly exposed to 

the risk of the United States increasing or imposing tariffs or other barriers, including 

protectionist measures, on imports of firearms. Any introduction or increase of import tariffs 

on firearms by the United States and other countries into which the Group exports its products 

Ƴŀȅ ƛƴŎǊŜŀǎŜ ǘƘŜ ǇǊƛŎŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ǘƻ ǘƘŜ ŎǳǎǘƻƳŜǊΣ ǿƘƛŎƘ ŎƻǳƭŘ ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ 

ǘƘŜ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ŀƴŘ ǘƘŜ DǊƻǳǇΩǎ ƳŀǊƪŜǘ ǎƘŀǊŜ ƛƴ ǎǳŎƘ ƳŀǊƪŜǘΣ 

ŀƴŘκƻǊ ŘŜŎǊŜŀǎŜ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ŀƴŘ ǇǊƻŦƛǘŀōƛƭƛǘȅ ŘŜǊƛǾŜŘ ŦǊƻƳ ŜȄport to such countries. 

Any introduction or increase of other protectionist measures by the United States against 

China and/or other countries or by other countries into which the Group exports its products 

may result in trade war escalation and retaliation and can make it difficult or impossible to 

ǎŜƭƭ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ƛƴǘƻ ǎǳŎƘ ŎƻǳƴǘǊƛŜǎΣ ǿƘƛŎƘ ŎƻǳƭŘ ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ ǘƘŜ DǊƻǳǇΩǎ ƳŀǊƪŜǘ 

ǎƘŀǊŜ ƛƴ ǎǳŎƘ ƳŀǊƪŜǘǎΣ ŀƴŘ ŘŜŎǊŜŀǎŜ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ŘŜǊƛǾŜŘ ŦǊƻƳ ŜȄǇƻǊǘ ǘƻ ǎǳŎƘ 

countries and, consequently, haǾŜ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ŀŘǾŜǊǎŜ ŜŦŦŜŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎΣ ǊŜǎǳƭǘǎ 

of operation and financial position. 

¢ƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ƴŜǿ ǘŜŎƘƴƻƭƻƎƛŜǎ Ƴŀȅ ŎƘŀƴƎŜ ǘƘŜ ƴŀǘǳǊŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ŎƻƳǇŜǘƛǘƛǾŜ 

landscape 

The introduction of new technologies may change the nature ƻŦ ǘƘŜ DǊƻǳǇΩǎ ŎƻƳǇŜǘƛǘƛǾŜ 

landscape. The Group is exposed to the risk of insufficient resources for research and 

development in the future as well as the risk of errors or defects in new versions of its products 

or the risk that the Group may be unable to timely anticipate new technological trends, each 

ƻŦ ǿƘƛŎƘ Ƴŀȅ ŘŜƭŀȅ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ōǊƛƴƎ ƛǘǎ ǇǊƻŘǳŎǘǎ ǘƻ ƳŀǊƪŜǘ ƻǊ ǊŜǎǳƭǘ ƛƴ ŀŦǘŜǊ-sales 

commitments, the costs of which the Group may not be able to recover. Further, despite these 

efforts and costs, there can be no assurance that the Group will be able to adapt new 

technological trends, that its research and development activities will result in viable products 

or that these products will meet market expectations. If these risks materialize, they could 

ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜ ŀƴŘ ǇǊƻŦƛǘŀōƛƭƛǘȅΣ ƳŀǊƪŜǘ ǎƘŀǊŜ ŀƴŘ ǊŜǇǳǘŀǘƛƻƴ ƻŦ ƛǘǎ 

products and brands. 

The Group primarily depends on a single production facility 

¢ƘŜ DǊƻǳǇΩǎ ǇǊƛƴŎƛǇŀƭ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΣ /ȊŜŎƘ wŜǇǳōƭƛŎΣ ƛǎ Ŏritical to the 

DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƻƴǎΦ The Group primarily depends on a single production facility. Any failure, 

breakdown, outage or other event causing disruption of the operation of this facility for even 

a short period of time may materially adversely affeŎǘ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ǇǊƻŘǳŎŜ ŀƴŘ ǎƘƛǇ 

ƛǘǎ ŦƛǊŜŀǊƳǎ ŀƴŘ ǘƻ ǇǊƻǾƛŘŜ ǎŜǊǾƛŎŜ ǘƻ ƛǘǎ ŎǳǎǘƻƳŜǊǎΦ ¢ƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ƛƴǘŜǊǊǳǇǘƛƻƴ 

insurance may be insufficient to compensate the Group for losses that may occur. 

¢ƘŜ ŎƻƻǇŜǊŀǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇ ǿƛǘƘ Ia !w½9b#[ pursuant to a framework agreement on 

technology transfer cooperation may not produce the benefits expected and enforcement of 

the agreement may be time-consuming and difficult 
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¢ƘŜ ŎƻƻǇŜǊŀǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇ ǿƛǘƘ Ia !w½9b#[ ½ǊǘΦΣ ŀ IǳƴƎŀǊƛŀƴ ŎƻƳǇŀƴȅ Ŧǳƭƭȅ ƻǿned by the 

state of Hungary, pursuant to a framework agreement on technology transfer cooperation, 

ǿƘƛŎƘ ǇŜǊƳƛǘǎ Ia !w½9b#[ ½ǊǘΦ ǘƻ ƳŀƴǳŦŀŎǘǳǊŜΣ ǳƴŘŜǊ ŀ ŘŜŦƛƴŜŘ ƭƛŎŜƴǎŜ ŀƎǊŜŜƳŜƴǘΣ ǎƻƳŜ ƻŦ 

ǘƘŜ DǊƻǳǇΩǎ ŦƛǊŜŀǊƳ ƳƻŘŜƭǎ ŀƴŘ ŎŜǊǘŀƛƴ ǊŜƭŀǘŜŘ ŎƻƳǇƻƴŜƴǘǎ ŀƴŘ ǎŜƭƭ ǘhem in Hungary, may 

not produce the benefits expected by the Group and any enforcement of the agreement may 

be time-consuming and difficult. 

An increase in firearms and accessories sales to military and law enforcement customers 

could result in increased uƴŎŜǊǘŀƛƴǘȅ ƛƴ ǘƘŜ ǘƛƳƛƴƎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ƛƴŎǊŜŀǎŜŘ 

competition from more established producers of firearms 

¢ƘŜ DǊƻǳǇΩǎ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ ŜƴŦƻǊŎŜƳŜƴǘ ŎǳǎǘƻƳŜǊǎ ƛƴŎƭǳŘŜ ŦŜŘŜǊŀƭΣ ǎǘŀǘŜ ƻǊ ƭƻŎŀƭ 

governments and agencies which are generally required to purchase equipment by way of 

international or national tendering procedures. The share of sales to military and law 

enforcement customers fluctuates over the years, but according to management estimates, in 

2018-2020, it represented up to 15 to 35 % of consolidated revenues during the period. As the 

Group intends to increase its focus on sales to these customers, it expects that an increasing 

ǇŜǊŎŜƴǘŀƎŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜ ǿƛƭƭ ōŜ ǎǳōƧŜŎǘ ǘƻ ǎǳŎƘ ǘŜƴŘŜǊƛƴƎ ǇǊƻŎŜŘǳǊŜǎ ŀƴŘ ǊŜƭŀǘŜŘ 

contract negotiatioƴǎΦ ¢Ƙƛǎ ǘǊŜƴŘ ŎƻǳƭŘ ŎŀǳǎŜ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜ ǘƻ ōŜ ƛƴŎǊŜŀǎƛƴƎƭȅ ǾƻƭŀǘƛƭŜ 

and uncertain with respect to the timing of orders as contracts with military and law 

enforcement customers are often large in size and a single large contract can represent a 

relatively large share of annual sales for the Group, with delivery concentrated in a relatively 

short timeframe, which creates pressure on the production flexibility and brings potential 

revenue volatility. Revenue is not recognized until delivery of the product or service has 

occurred and title and risk of loss have passed to the customer. This may extend the period 

during which inventory is carried and may result in uneven distribution of revenue from these 

contracts between periods. Therefore, the timing of a high-volume order could have a material 

impact on revenue for the financial period in which it is made and make period-to-period 

ŎƻƳǇŀǊƛǎƻƴǎ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǎǳƭǘǎ ƻŦ ƻǇŜǊŀǘƛƻƴǎ ƭŜǎǎ ƳŜŀƴƛƴƎŦǳƭ ƛƴ ǘƘŜ ǎƘƻǊǘ ǘŜǊƳΦ ¢ƘŜ ǘƛƳƛƴƎ 

and volume of contract sales uƭǘƛƳŀǘŜƭȅ ŘŜǇŜƴŘ ƻƴ ŦŀŎǘƻǊǎ ǘƘŀǘ ŀǊŜ ōŜȅƻƴŘ ǘƘŜ DǊƻǳǇΩǎ 

control. There are many competing factors that influence how federal, state or local 

governments and agencies allocate their budgets. These factors include both internal fiscal 

concerns and external fiscal, political and economic factors, including specific security 

situations in customer localities. The Group cannot be certain that contract orders will 

continue at consistent levels or at all. Fluctuations in the timing and volume of contract sales 

couƭŘ ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ŀƴŘ ǘƘŜ ŎƻƳǇŀǊŀōƛƭƛǘȅ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǉǳŀǊǘŜǊƭȅ 

results. 

CǳǊǘƘŜǊƳƻǊŜΣ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ŎƻƳǇŜǘŜ ƛƴ ǘƘŜǎŜ ǘŜƴŘŜǊǎ ŘŜǇŜƴŘǎ ǘƻ ŀ ƭŀǊƎŜ ŜȄǘŜƴǘ ǳǇƻƴ 

the effectiveness and innovation of its research and development teŀƳΣ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ 

ƻŦŦŜǊ ōŜǘǘŜǊ ŎƻƴǘǊŀŎǘ ǇŜǊŦƻǊƳŀƴŎŜ ǘƘŀƴ ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎ ŀǘ ŀ ƭƻǿŜǊ Ŏƻǎǘ ŀƴŘ ǘƘŜ DǊƻǳǇΩǎ 

capacity with respect to facilities, equipment and personnel to undertake the contracts for 

ǿƘƛŎƘ ƛǘ ŎƻƳǇŜǘŜǎΦ {ƻƳŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ŎƻƳǇŜǘƛǘƻǊǎ are subsidiaries of large corporations or 

government organizations and may have financial and other resources that are substantially 

greater than those available to the Group. In addition, these competitors may have a greater 

ability to lobby governments to ensure that they receive a portion of limited government 

defence budgets, which may reduce the amount that governments can spend on small firearms 

ŀƴŘΣ ōȅ ŜȄǘŜƴǎƛƻƴΣ ǘƘŜ ŀƳƻǳƴǘ ǘƘŜȅ Ŏŀƴ ǳǎŜ ǘƻ ǇǳǊŎƘŀǎŜ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎΦ ¢ƘŜ DǊƻǳǇ ƛǎ 

also subject to risks associated with the substantial expense, time and effort required to 
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prepare bids and proposals for competitively awarded contracts that may ultimately not be 

awarded to the Group. Even if successfully awarded, the Group cannot exclude the possibility 

that a competitor may challenge such award, or that such challenge may ultimately be 

ǎǳŎŎŜǎǎŦǳƭΣ ƻǊ ǘƘŀǘ ŀǘ ƭŜŀǎǘ ŘǳǊƛƴƎ ǘƘŜ ǘƛƳŜ ƴŜŜŘŜŘ ǘƻ ǊŜǎƻƭǾŜ ǎǳŎƘ ŎƘŀƭƭŜƴƎŜΣ ǘƘŜ DǊƻǳǇΩǎ 

operations under substantial uncertainties and incur additional costs. 

The GroǳǇΩǎ ǎǳŎŎŜǎǎ ŘŜǇŜƴŘǎ ƛƴ ƭŀǊƎŜ ǇŀǊǘ ƻƴ ƛǘǎ ŀōƛƭƛǘȅ ǘƻ ŀǘǘǊŀŎǘ ŀƴŘ ǊŜǘŀƛƴ ǎƪƛƭƭŜŘ ǿƻǊƪŦƻǊŎŜ 

at competitive wage levels 

¢ƘŜ DǊƻǳǇΩǎ Ƴŀƛƴ ǇǊƻŘǳŎǘƛƻƴ ŦŀŎƛƭƛǘȅ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘΣ ŀ ǘƻǿƴ ƻŦ ŀǇǇǊƻȄƛƳŀǘŜƭȅ мсΣрлл 

inhabitants, is situated in a rural region. The Group is exposed to the risk that a large employer 

ǿƛƭƭ ōŜƎƛƴ ǘƻ ŎƻƳǇŜǘŜ ǿƛǘƘ ǘƘŜ DǊƻǳǇ ŦƻǊ ƭŀōƻǳǊ ƛƴ ¦ƘŜǊǎƪȇ .ǊƻŘ ƻǊ ƛƴ ŀƴȅ ƻŦ ǘƘŜ ǊŜƎƛƻƴǎ ǿƘŜǊŜ 

ǘƘŜ DǊƻǳǇΩǎ ŦŀŎƛƭƛǘƛŜǎ ŀǊŜ ƭƻŎŀǘŜŘΣ ƛƴŎǊŜŀǎŜŘ ǿƻǊƪŦƻǊŎŜ Ƴƻōƛƭƛǘȅ ŀƴŘ ŀ ǘǊŜƴŘ ǘƻǿŀǊŘǎ ǿƻǊƪŜǊǎ 

relocating to larger cities, changes in attitude towards firearms or change in work habits in 

general could disrupt the labour conditions and result in decreased productivity or increased 

labour costs for the Group. Moreover, if the COLTΩǎ ŎƻƴǘŜƳǇƭŀǘŜŘ ŀŎǉǳƛǎƛǘƛƻƴ ƛǎ ǎǳŎŎŜǎǎŦǳƭΣ the 

Group could be exposed to a similar risk in respect of the COLTΩǎ ǿƻǊƪŦƻǊŎŜ ƭƻŎŀǘŜŘ ƛƴ ²Ŝǎǘ 

Hartford, Connecticut, which is traditionally highly unionised under the U.S. International 

Union United Auto Workers, competing steadily for a new workforce. 

In addition, the Group plans in case of commencement of the Little Rock Project to employ up 

to 300 workers in the planned production facility in Little Rock, Arkansas, United States over 

the first five years of its operation and may employ additional workers in its other production 

locations. The City of Little Rock has around 200,000 inhabitants. However, the area has only 

limited manufacturing history and a low number of companies operating in the area of 

manufacturing and (more importantly) machining. This could therefore pose a significant risk 

for the Group to find enough skilled workers for its operations. In addition, the Group may not 

ŦƛƴŘ ŀǎ ŦŀǾƻǳǊŀōƭŜ ƭŀōƻǳǊ ŎƻƴŘƛǘƛƻƴǎ ƛƴ [ƛǘǘƭŜ wƻŎƪ ŀǎ ŀǘ ƛǘǎ ƻǘƘŜǊ ǇǊƻŘǳŎǘƛƻƴ ƭƻŎŀǘƛƻƴ ƛƴ ¦ƘŜǊǎƪȇ 

Brod, both because of higher wage levels and the lack of a skilled workforce and, as a result, 

may face, among other things, higher cost of in job training, competition for skilled labour, 

higher labour costs or shortages of skilled employees, which could adversely affect ǘƘŜ DǊƻǳǇΩǎ 

ability to successfully implement the Little Rock Project or its growth strategy in general. 

wL{Y{ w9[!¢95 ¢h ¢I9 Dwh¦tΩ{ CLb!b/L![ {L¢¦!¢Lhb  

Financial risks of the Company are discussed in the Notes to the Consolidated Financial 

Statements. 

TƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ŜȄǇƻǊǘ ƛǘǎ ǇǊƻŘǳŎǘǎ ƛǎ ƛƴŦƭǳŜƴŎŜŘ ōȅ ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ǘǊŀŘŜ ŦƛƴŀƴŎŜ 

products. 

The Group identifies developing markets as one of the potential growth areas for its future 

firearms and accessories sales. Due to the generally higher credit risk in those markets, the 

Group often seeks trade finance products such as letters of credit and bank guarantees in 

order to mitigate such risks and facilitate the foreign trade in general. However, the possibility 

to carry out the export is not dependant just on obtaining an export license by the Group but 

also on how the particular trade is viewed by financiers. The banks often apply additional 

requirements to finance firearms trade because the banks might be discouraged by their 

customers, regulators, other stakeholders or the general public from financing exports of 

firearms to specific countries or territories or from facilitating firearms trade in general. In 
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addition, political developments also affect the ability of the Group to obtain export financing 

for exports to politically sensitive countries. Consequently, even if the requisite export license 

has been granted and all legal requirements have been complied with, the trade financing for 

any individual export case may be unavailable. The Group may be unable to obtain trade 

financing at reasonable terms or at all and consequently, the Group would not be able to carry 

out the export in a particular country. 

The inability of the Group to obtain trade financing in time and on reasonable terms may cause 

the Group to postpone or decline entering into new contracts, prevent it from performing 

under existing contracts or require it to cease selling its products to certain customers or into 

certain countries entirely, which would have in the future a material adverse effect on the 

DǊƻǳǇΩǎ ǊŜǾŜƴǳŜΣ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴ ŀƴŘ ǊŜǎǳƭǘǎ ƻŦ ƻǇŜǊŀǘƛƻƴǎΦ 

LEGAL AND REGULATORY RISKS 

! ƭŀǊƎŜ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜ ŘŜǇŜƴŘǎ ƻƴ ƻōǘŀƛƴƛƴƎ ŀƴŘ ƳŀƛƴǘŀƛƴƛƴƎ ŜȄǇƻǊǘ ƭƛŎŜƴǎŜǎ 

! ƭŀǊƎŜ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜ depends on obtaining export licenses. The delay, denial 

ƻǊ ǊŜǾƻŎŀǘƛƻƴ ƻŦ ŜȄǇƻǊǘ ƭƛŎŜƴǎŜǎ ŎƻǳƭŘ ƘŀǾŜ ŀ ƳŀǘŜǊƛŀƭ ŀŘǾŜǊǎŜ ŜŦŦŜŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜΣ 

financial condition and results of operations. 

¢ƘŜ DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƻƴǎ ŘŜǇŜƴŘ ƻƴ ƻōǘŀƛƴƛƴƎ ŀƴŘ ƳŀƛƴǘŀƛƴƛƴƎ licenses and permits necessary 

for the operation of its business. 

In the Czech Republic, the Group conducts its business operations under the Trade License 

issued by the Czech Trade Licensing Office and the Arms License issued by the Czech police. 

Although both licenses have been issued for an indefinite period of time, each of them can be 

revoked if the Group fails to comply with numerous applicable laws and regulations. Both of 

the aforementioned licenses require compliance with extensive statutory requirements, 

regarding, for example, the integrity of responsible persons and the members of the executive 

bodies of the relevant entities, the maintenance of an evidence of firearms, the security 

measures ensuring the maintenance of proper conditions for securing firearms or ammunition 

against abuse, loss or theft and other statutory requirements. Furthermore, Act No. 119/2002 

/ƻƭƭΦΣ ƻƴ ŦƛǊŜŀǊƳǎ ŀƴŘ ŀƳƳǳƴƛǘƛƻƴΣ ŀǎ ŀƳŜƴŘŜŘ όǘƘŜ ά/ȊŜŎƘ ²ŜŀǇƻƴǎ !Ŏǘέύ ǎǘƛǇǳƭŀǘŜǎ ǘƘŀǘ ƛŦ 

an arms license is revoked on grounds of a violation of the act, a new arms license may only 

be obtained five years after the revocation. A license revocation would therefore have severe 

impacts on the Group and its ability to continue its operations and, consequently, its financial 

position. A failure by the Group to comply with applicable laws and regulations may also result 

in fines. 

The Group also produces firearms in the United States and is therefore also subject to 

numerous federal, state and local laws and regulations in the United States, including the rules 

and regulations of the United States Bureau of Alcohol, Tobacco, Firearms and Explosives (the 

ά!¢CέύΦ LŦ ǘƘŜ DǊƻǳǇ Ŧŀƛƭǎ ǘƻ ŎƻƳǇƭȅ ǿƛǘƘ !¢C ǊǳƭŜǎ ŀƴŘ ǊŜƎǳƭŀǘƛƻƴǎΣ ǘƘŜ !¢C Ƴŀȅ ƛƳǇƻǎŜ ŦƛƴŜǎ 

ƻƴ ǘƘŜ DǊƻǳǇΣ ƻǊ ƭƛƳƛǘ ǘƘŜ DǊƻǳǇΩǎ ŀŎǘƛǾƛǘƛŜǎ ƛƴ ǘƘe United States. In addition, the Group will 

have to apply for relevant licenses for the Little Rock Project and it cannot provide any 

assurance that all needed licenses will be obtained in time or at all. 

Compliance with all applicable laws and regulations is costly and time consuming. Violation of 

any of these laws, regulations, and protocols could cause the Group to incur fines and penalties 

ŀƴŘ Ƴŀȅ ŀƭǎƻ ƭŜŀŘ ǘƻ ǊŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ŀōƛƭƛǘȅ ǘƻ ǇǊƻŘǳŎŜ ŀƴŘ ǎŜƭƭ ŦƛǊŜŀǊƳ ǇǊƻŘǳŎǘǎ 
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which could significantly influence its financial performance and financial position. In addition, 

these laws, and regulations as well as their interpretation by regulatory authorities, may 

change at any time. There can be no assurance that such changes to the laws and regulations 

or to their interpretations will not adversely affect our business. 

¢ƘŜ DǊƻǳǇΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ƛƴŦƭǳŜƴŎŜŘ ōȅ ŀŎǘǳŀƭ ƻǊ ŜȄǇŜŎǘŜŘ ŎƘŀƴƎŜǎ ƛƴ ŦƛǊŜŀǊƳǎ ŎƻƴǘǊƻƭ 

legislation. 

Most countries in the world allow civilians to purchase and possess firearms subject to various 

constraints and regulations imposed by firearm control legislation. Firearm control legislation 

regulates various activities relating to firearms and ammunition, such as selling firearms and 

ammunition by or through licensed dealers, as well as acquiring, possessing, owning, using, 

carrying, handling, trading, repairing, manufacturing, distributing, transporting, importing and 

exporting, training with, storing, collecting, and disposing of such firearms and ammunition. 

Firearm control legislation in different countries greatly differ in the degree of restrictiveness, 

but a major distinction between different national regimes is whether civilian gun ownership 

is seen as a right (permissive regime) or a privilege (restrictive regime). 

Changes in ŦƛǊŜŀǊƳ ŎƻƴǘǊƻƭ ƭŜƎƛǎƭŀǘƛƻƴ Ƴŀȅ ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ ǘƘŜ DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƻƴǎ ōȅ ƭƛƳƛǘƛƴƎ 

the types of firearms products that the Group can produce and/or sell, making it more difficult 

ƻǊ ŎǳƳōŜǊǎƻƳŜ ŦƻǊ ŘƛǎǘǊƛōǳǘƻǊǎ ƻǊ ŜƴŘ ǳǎŜǊǎ ǘƻ ǘǊŀƴǎŦŜǊ ŀƴŘ ƻǿƴ ǘƘŜ DǊƻǳǇΩǎ products, or 

imposing additional costs on the Group or its customers including additional administrative 

hurdles such as psychological tests, and cool-off periods in connection with the production 

and/or sale of its firearms products. For example, in May 2020, Canada announced a ban on 

assault-style weapons. 

Federal and state legislatures in the U.S. frequently consider legislation relating to the 

regulation of firearm, including amendment or repeal of existing legislation. Existing laws may 

also be affected by future judicial rulings and interpretations. These possible changes to 

existing legislation or the enactment of new legislation may seek to restrict the make-up of a 

firearm, including limitations on magazine capacity; mandate the use of certain technologies 

in a firearm; remove existing legal defences in lawsuits; or ban the sale and, in some cases, 

the ownership of various types of firearms and accessories. If such restrictive changes to 

legislation develop, the Group could find it difficult, expensive or even impossible to comply 

with them, impeding new product development and distribution of existing products. In 

addition, gun-control activists may succeed in imposing restrictions or an outright ban on 

private gun ownership in the United States. Such restrictions could have a material adverse 

ŜŦŦŜŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎΣ ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴΦ 

In addition, speculation surrounding increased gun control in the U.S. at the federal, state and 

local level (prompted by the U.S. presidential, congressional, and state elections, such as the 

2020 U.S. presidential election or other developments) and heightened fears of terrorism and 

ŎǊƛƳŜ Ŏŀƴ ŀŦŦŜŎǘ ŎǳǎǘƻƳŜǊ ŘŜƳŀƴŘ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎΦ hŦǘŜƴΣ ǎǳŎƘ ŎƻƴŎŜǊƴǎ ǊŜǎǳƭǘ ƛƴ ŀƴ 

increase in near-term consumer demand and subsequent softening of demand when such 

concerns subside. Inventory levels in excess of customer demand may adversely impact 

operating results. 

In 2017, the EU adopted Directive (EU) 2017/853 of the European Parliament and of the 

/ƻǳƴǎŜƭ ƻŦ мт aŀȅ нлмт όǘƘŜ άDǳƴ .ŀƴ 5ƛǊŜŎǘƛǾŜέΣ ǇŀǊǘƭȅ ŀǎ ŀ ǊŜŀŎǘƛƻƴ ƻƴ ǘƘŜ ƳƛǎǳǎŜ ƻŦ ŦƛǊŜŀǊƳǎ 

for criminal purposes and terrorist acts. In particular, the Gun Ban Directive broadens the 

category of prohibited weapons and obliges competent authorities to regularly monitor 
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holders of authorizations to possess weapons. The Czech Republic has not yet implemented 

the Gun Ban Directive despite the fact that the deadline for its implementation expired in 

September 2018. However, pressure from the EU on the Czech Republic and other member 

states which have not yet implemented the Gun Ban Directive is rising, and in July 2019, the 

European Commission issued a reasoned opinion urging the Czech Republic and other member 

states which failed to transpose the Gun Ban Directive into their respective national laws to 

do so as soon as possible. On 3 December 2019, the European Court of Justice dismissed a 

lawsuit the Czech Republic had filed against the Gun Ban Directive. As a result, the Ministry of 

Interior of the Czech Republic has commenced the preparatory works on a new Czech weapons 

act that should also implement the Gun Ban Directive. The new law is expected to enter into 

force in 2022. The new law will likely increase gun control in the Czech Republic in compliance 

with the relevant EU directives, but its impact on the firearms industry is not yet clear as the 

draft legislation is still in the preparatory phase and has not yet been introduced in the Czech 

Parliament for approval. The Group and its customers will have to comply with the new 

legislation, and this could impact its firearms and accessories sales in the European civilian 

ƳŀǊƪŜǘ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ƛƴŦƭǳŜƴŎŜ ǘƘŜ DǊƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ǇƻǎƛǘƛƻƴΦ 

The Group may be unable to protect its intellectual property or may unintentionally infringe 

intellectual property rights of third parties 

¢ƘŜ DǊƻǳǇΩǎ ǎǳŎŎŜǎǎ ŀƴŘ ŀōƛƭƛǘȅ ǘƻ ŎƻƳǇŜǘŜ ŘŜǇŜƴŘ ƻƴ ƛǘǎ ŀōƛƭƛǘȅ ǘƻ ǇǊƻǘŜŎǘ ƛǘǎ ƛƴǘŜƭƭŜŎǘǳŀƭ 

property. Particularly the brands CZ-USA, Dan Wesson, Brno Rifles and 4M SYSTEMS, 

ǘǊŀŘŜƳŀǊƪǎ ά/½έΣ ά/½-¦{!έΣ ά.w9bέΣ ά5!b ²9{{hbέ ŀƴŘ ά½.whWh±Y! .wbhέΣ ŀƴŘ ƻǘƘŜǊ 

related trademarks and the designs of the BREN and SCORPION model firearms and CZ P-09 

ŀƴŘ {I!5h² ƳƻŘŜƭ Ǉƛǎǘƻƭǎ ŀǊŜ ŎǊǳŎƛŀƭ ŦƻǊ ŎǳǎǘƻƳŜǊǎΩ ǊŜŎƻƎƴƛǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ŀƴŘ 

for the marketing and sales efforts. The Group relies on a combination of patents, copyrights, 

trade secrets, trademarks, confidentiality agreements and other contractual provisions to 

protect its intellectual property, but these measures may provide only limited protection. 

IƻǿŜǾŜǊΣ ǘƘŜ DǊƻǳǇΩǎ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎ ŎƻǳƭŘ ǎǘƛƭƭ ōŜ ƛƴŦǊƛƴƎŜŘ ŀƴŘκƻǊ ŀ ǘƘƛǊŘ ǇŀǊǘȅ 

ŎƻǳƭŘ ŎƛǊŎǳƳǾŜƴǘ ǘƘŜ DǊƻǳǇΩǎ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎ ōȅ ǊŜƎƛǎǘŜǊƛƴƎ ǇŀǘŜƴǘǎΣ ǳǘƛƭƛǘȅ ƳƻŘŜƭǎ 

or other intellectual propŜǊǘȅ ŦƻǊ ǇǊƻŘǳŎǘǎ ǿƘƛŎƘ ŎƭƻǎŜƭȅ ŜƳǳƭŀǘŜ ǘƘŜ DǊƻǳǇΩǎ ǇǊƻŘǳŎǘǎ ǿƛǘƘƻǳǘ 

ŘƛǊŜŎǘƭȅ ƛƴŦǊƛƴƎƛƴƎ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎΦ 

Furthermore, given the increasing complexity of production technologies and the importance 

of fast product innovation, there is a risk that Group may unintentionally infringe intellectual 

property rights, in particular patents, trademarks and design rights, of third parties. In the 

case of such infringement, the Group may be liable for damages as well as litigation costs and 

may have to withdraw products already produced from the market or purchase a license to 

use such rights, and such license may not be available on reasonable terms, if at all. 

¢ƘŜ DǊƻǳǇΩǎ ŦŀƛƭǳǊŜ ǘƻ ŜƴŦƻǊŎŜ ŀƴŘ ǇǊƻǘŜŎǘ ƛǘǎ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎ ƻǊ ŀƴ unintentional 

ƛƴŦǊƛƴƎŜƳŜƴǘ ƻŦ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎ ƻŦ ǘƘƛǊŘ ǇŀǊǘƛŜǎ ŎƻǳƭŘ ǊŜŘǳŎŜ ǘƘŜ DǊƻǳǇΩǎ ŦƛǊŜŀǊƳǎ 

and accessories sales, erode margins or damage its reputation. 

The Group is exposed to risks from product liability 

The Group is exposed to risks from product liability, in particular from lawsuits by customers 

alleging defective product design, defective manufacture and/or failure to provide adequate 

warnings and seeking punitive as well as compensatory damages. 
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Lƴ ǇŀǊǘƛŎǳƭŀǊΣ ǘƘŜ DǊƻǳǇΩǎ ƳŀƴŀƎŜƳŜnt is monitoring developments in an ongoing U.S. case 

related to a different firearms manufacturer. In November 2019, the U.S. Supreme Court 

declined to review a case related to the Protection of Lawful Commerce in Arms Act (the 

άt[/!!έύ ŜƴŀŎǘŜŘ ōȅ ǘƘŜ ¦Φ{. Congress in October 2005, which protects firearms 

manufacturers and dealers from liability when their legally manufactured and lawfully sold 

products are later used in criminal acts, subject to certain exceptions. The U.S. Supreme 

/ƻǳǊǘΩǎ ŘŜŎƛǎƛƻƴ ŀƭƭƻǿǎ the family members of victims of gun violence to move forward with 

their suit against a gun manufacturer for damages and could ultimately erode the protections 

of the PLCAA. Though the Group still believes that the likelihood of success of an action for 

monetary damages against the Group in the United States significantly decreased after the 

U.S. Congress enacted the PLCAA, there can be no assurance that plaintiffs will not seek 

damages from the Group in the United States or elsewhere. 

Even if the Group is ultimately successful in defending against any such claims, it may incur 

significant defence costs. Also, there can be no assurance that the PLCAA will not be repealed, 

amended or reinterpreted in the future. 

Because the nature and extent of liability based on the production or sale of allegedly 

ŘŜŦŜŎǘƛǾŜ ǇǊƻŘǳŎǘǎ ƛǎ ǳƴŎŜǊǘŀƛƴΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ŀǎ ǘƻ ŦƛǊŜŀǊƳǎΣ ǘƘŜ DǊƻǳǇΩǎ ǊŜǎƻǳǊŎŜǎ Ƴŀȅ ƴƻǘ ōŜ 

adequate to cover future product liability and product related occurrences, cases or claims, in 

the aggregate, and such ŎŀǎŜǎ ŀƴŘ ŎƭŀƛƳǎ Ƴŀȅ ƘŀǾŜ ŀ ƳŀǘŜǊƛŀƭ ŀŘǾŜǊǎŜ ŜŦŦŜŎǘ ǳǇƻƴ ǘƘŜ DǊƻǳǇΩǎ 

reputation and financial condition. Though certain Group entities maintain product liability 

insurance, for example, for liability to third parties caused by a faulty product, those insurance 

policies have limits and a large part of the costs of a complete recall of a product from the 

market would not be covered by the relevant product liability insurance. 

INTERNAL CONTROL RISKS 

¢ƘŜ ƴŀǘǳǊŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ƛǎ ƘƛƎƘƭȅ ǎǳǎŎŜǇǘƛōƭŜ ǘƻ corruption, fraud or other 

improper activities 

¢ƘŜ DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƻƴǎ ŀƴŘ ƛǘǎ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ƛƴ ǾŀǊƛƻǳǎ ǘŜƴŘŜǊƛƴƎ ǇǊƻŎŜŘǳǊŜǎΣ ƳŀƪŜ ǘƘŜ DǊƻǳǇ 

highly susceptible to corruption and its management, employees or agents may engage in 

misconduct, fraud or other improper activities. The Group is exposed to the risk that 

management, employees or agents, including foreign sales representatives cause export of 

defence articles or technical data without an export license, pay bribes in order to obtain 

business, fail to comply with applicable government procurement regulations, violate the 

government requirements concerning the protection of classified information and 

misappropriation of government or third-party property and information, which would result 

ƛƴ ǘƘŜ DǊƻǳǇΩǎ suspension or debarment from contracting with the governments, as well as 

ǘƘŜ ƛƳǇƻǎƛǘƛƻƴ ƻŦ ŦƛƴŜǎ ŀƴŘ ǇŜƴŀƭǘƛŜǎΣ ǿƘƛŎƘ ǿƻǳƭŘ ŎŀǳǎŜ ƳŀǘŜǊƛŀƭ ƘŀǊƳ ǘƻ ǘƘŜ DǊƻǳǇΩǎ 

business and its reputation. The Group has implemented programs, controls and code of 

conduct that should limit the risk of corruption, fraud or other improper activities that may 

have adverse impact on the Group. 

The Group only recently became a public company and may be adversely affected by this 

transition or a failure by the Group to comply with the additional requirements 

CZG became a public company in October 2020. This transition involved, in particular, changes 

ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻǊǇƻǊŀǘŜ ƎƻǾŜǊƴŀƴŎŜΣ ŦƛƴŀƴŎƛŀƭ ŀƴŘ ƴƻƴ-financial reporting requirements 
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as well as the implementation of an internal compliance framework and function. Following 

ǘƘŜ ŀŘƳƛǎǎƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǎƘŀǊŜǎ ƻƴ ǘƘŜ tǊŀƎǳŜ {ǘƻŎƪ 9ȄŎƘŀƴƎŜΣ ǘƘŜ /ƻƳǇŀƴȅ ōŜŎŀƳŜ 

for the first time subject to the legal requirements of a company listed on the regulated market 

of the Prague Stock Exchange. This is still a new situation for the Company and the Company 

has needed to develop the expertise necessary to comply with the numerous regulatory and 

other requirements applicable to public companies, including requirements relating to 

corporate governance, listing standards, more detailed financial and non-financial disclosure 

requirements (for example with respect to the timely publication of financial results or inside 

information), and securities and potential investor relations issues, which require significant 

ƳŀƴŀƎŜƳŜƴǘ ŀǘǘŜƴǘƛƻƴ ŀƴŘ ǊŜǎǳƭǘ ƛƴ ƛƴŎǊŜŀǎŜŘ ŎƻǎǘǎΦ Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ DǊƻǳǇΩǎ ƳŀƴŀƎŜƳŜƴǘ 

had to evaluate the internal control system independently with new materiality thresholds, 

and to implement necessary changes to its internal control system. Failure to respond to these 

additional requirements without difficulties or inefficiencies and compliance violations could 

result in sanctions imposed by regulatory authorities as well as cause the Group to incur 

significant additional costs and expose the Company to civil litigation and penalties. The Group 

has implemented procedures and controls that should address compliance with reporting 

requirements for publicly listed companies. 

The Group is exposed to disruptions in its information technology and to cyber-attacks 

The Group depends on its information technology and data processing systems for the efficient 

operation of its business, and a significant malfunction or disruption in the operation of the 

systems could disrupt the GroupΩǎ ōǳǎƛƴŜǎǎΦ .ǊŜŀƪŘƻǿƴǎ ŀƴŘ ƛƴǘŜǊǊǳǇǘƛƻƴǎ ƛƴ ǘƘŜ DǊƻǳǇΩǎ 

information technology systems could jeopardize their operation, causing errors in the 

execution of transactions, inefficient processes, loss of customers and other business 

interruptions. 

The Group uses its information technology systems to collect and store confidential and 

ǎŜƴǎƛǘƛǾŜ ŘŀǘŀΣ ƛƴŎƭǳŘƛƴƎ ƛƴŦƻǊƳŀǘƛƻƴ ŀōƻǳǘ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎΣ ŎǳǎǘƻƳŜǊǎ ŀƴŘ ŜƳǇƭƻȅŜŜǎΦ 

The remote communication features used by the Group are sensitive to both wilful and 

unintentional security breaches. In the event of a security breach that allows third parties to 

access such confidential information, the Group could be subject to lawsuits, fines and other 

means of regulatory enforcement. 

¢ƘŜ DǊƻǳǇΩǎ ŀǎǎŜǘǎ ŀǊŜ ŜȄǇƻǎŜŘ ǘƻ ǘƘŜ Ǌƛǎƪ ƻŦ ŎȅōŜǊ ŀǘǘŀŎƪǎΣ ƻǊ ǘƘǊŜŀǘǎ ƻŦ ƛƴǘŜƴǘƛƻƴŀƭ ŘƛǎǊǳǇǘƛƻƴΣ 

which are increasing in terms of sophistication and frequency, with the consequence that such 

cyber-incidents may remain undetected for long periods of time. The Group has experienced 

a malware attack and an occurrence of invoice fraud in the past and, while these have not had 

a material impact on the Group, there can be no assurance that similar incidents will not occur 

again in the future and that they will ƴƻǘ ƘŀǾŜ ŀ ƳŀǘŜǊƛŀƭ ŀŘǾŜǊǎŜ ƛƳǇŀŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ 

reputation, business, financial condition, liquidity or results of operations. The measures taken 

by the Group may not prevent all instances of cyber-attacks. In case of a severe cyber-attack, 

ǘƘŜ DǊƻǳǇΩǎ ƻperations could be temporarily disrupted, which could have a material adverse 

ŜŦŦŜŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ǊŜǇǳǘŀǘƛƻƴΣ ōǳǎƛƴŜǎǎΣ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴΣ ƭƛǉǳƛŘƛǘȅ ŀƴŘ ǊŜǎǳƭǘǎ ƻŦ 

ƻǇŜǊŀǘƛƻƴǎΦ ¢ƘŜ DǊƻǳǇΩǎ ƳŀƴŀƎŜƳŜƴǘ Ǉŀȅǎ ƘƛƎƘ ŀǘǘŜƴǘƛƻƴ ǘƻ ŎȅōŜǊ ǊƛǎƪǎΦ ¢ƘŜ DǊƻǳǇ Ƙŀǎ been 

continuously implementing procedures and controls that should limit the cyber risk. 

Environmental, social and governance risks 

¢ƘŜ DǊƻǳǇΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ǎŜƴǎƛǘƛǾŜ ǘƻ ǎƻŎƛŀƭ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ǇǊŜǎǎǳǊŜǎ ŘǳŜ ǘƻ ǘƘŜ ŎƻƴǘǊƻǾŜǊǎƛŀƭ 

nature of firearms. Despite effƻǊǘǎ ƻŦ ǘƘŜ DǊƻǳǇ ǘƻ ŎƻǳƴǘŜǊ ŀƴ ƛƭƭƛŎƛǘ ǘǊŀŘŜ ƛƴ ǘƘŜ DǊƻǳǇΩǎ 
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firearms, there can be no assurance that future incidents involving an illicit trade in, or use of, 

firearms produced by the Group or related allegations or investigations would not have an 

adverǎŜ ŜŦŦŜŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ ǊŜǇǳǘŀǘƛƻƴΣ ǿƛƭƭ ƴƻǘ ŀŘǾŜǊǎŜƭȅ ŀŦŦŜŎǘ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎΣ 

results of operations, financial condition, cash flows and prospects, as a result of social or 

political pressure or otherwise. 

Internal risk management system  

The Company applies strict monitoring in both the selection and subsequent cooperation with 

ǎǳǇǇƭƛŜǊǎΦ {ǳǇǇƭƛŜǊǎ ŀǊŜ ŀǎƪŜŘ ǘƻ ŀŎŎŜǇǘ ŀƴŘ ŀŘƘŜǊŜ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ /ƻŘŜ ƻŦ /ƻƴŘǳŎǘΦ 

Compliance with the Code of Conduct is monitored and assessed regularly and non-compliance 

results in the severing of cooperation with the non-compliant supplier/customer. The Group 

and its subsidiaries apply strict verification procedures to suppliers as well as wholesale and 

retail customers. 

The Company also extended its activities in the area of monitoring final products and their 

condition to include product audits at assembly. The Company implemented the PFMEA risk 

analysis for new products in order to eliminate errors in both manufacturing processes and 

processing of design and technological documentation. The Company maintains its focus on 

process stability in implementing new technologies and machinery by applying statistical 

process control. 

Cybersecurity, as desribed above, is one the key priorities of CZG. Within the Group, 

cybersecǳǊƛǘȅ ŎƻƳŜǎ ǳƴŘŜǊ ǘƘŜ ǊŜƳƛǘ ƻŦ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ¢ƘŜ DǊƻǳǇΩǎ L/¢ ǎǘǊŀǘŜƎȅ ŦƻŎǳǎŜǎ 

on implementing shared solutions, the core objectives of which include data protection and 

ǎǳǇǇƻǊǘ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ōǳǎƛƴŜǎǎ ŀŎǘƛǾƛǘƛŜǎΦ ¢ƘŜ ǎǘǊŀǘŜƎȅ ŀƭǎƻ ƛƴŎƭǳŘŜǎ ƘŀǊƳƻƴƛǎation of 

technologies across the Group, definition of shared best practices, implementation of a unified 

document management system, and monitoring and integration of data from machinery and 

equipment for purposes of increasing efficiency. CZG has also implemented a guideline 

governing the processing and protection of personal data.  

Lƴ нлнлΣ ǘƘŜ DǊƻǳǇ ƧƻƛƴŜŘ ǘƘŜ άPlatform for cooperation of strategic defence industry 

companies of the Czech Republic and the stateέΣ ǿƘƛŎƘ ǿŀǎ ŎǊŜŀǘŜŘ ōȅ ǘƘŜ /ȊŜŎƘ aƛƴƛǎǘǊȅ ƻŦ 

Defence. The goal of the Platform is to strengthen the resilience of strategic defence industry 

companies against hybrid threats, including cyber threats, via consultations, education and 

exercises. 

Internal control and risk management related to financial accounting and reporting process 

The Group uses various technical and governance measures in order to maintain its financial 

statements. These measures ensure compliance with the relevant accounting standards and 

provide users of the financial statements with a true and fair view of the financial position, 

equity position, cash flows and profitability of the Group.  

¢ƘŜǎŜ ƳŜŀǎǳǊŜǎ ŎƻƳǇǊƛǎŜ ƛƴǘŜǊƴŀƭ ƎƻǾŜǊƴŀƴŎŜΣ ƴŀƳŜƭȅ ǘƘŜ DǊƻǳǇΩǎ ŎƻƴǎƛǎǘŜƴǘ accounting 

policies, and process set-up. This means multi-level controls over transactions being recorded, 

and maximum attention being paid to the automation of booking accounting entries. 

Pursuant to Act No. 563/1991 Coll., on accounting, as amended, the Company presents its 

consolidated financial statements in accordance with IFRS. The Company and the Subsidiaries 

prepare their separate financial statements in accordance with local accounting standards and 

are subject to the IFRS consolidation on the Group level. 
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The subsidiaries use different accounting software to keep their books, the main subsidiaries 

use SAP/3 and Infor/Syteline. For the consolidation process, the Group uses MS Excel which 

has several controls embedded to verify the completeness and accuracy of data inputs. 

Governance and process set-up measures control the circulation of documents supporting the 

journal entries. As a rule, any accounting record may only be posted on the basis of the multi-

level approval process. This rule excludes any possibility of a single employee having more 

than one role in the hierarchy. Approval takes place online through the approval process in 

{!t wκоΩǎ ŀŎŎƻǳƴǘƛƴƎ ǎȅǎǘŜƳΦ 

Only users with appropriate rights have access to the accounting system. Access rights for the 

system are granted by means of a software application and are subject to approval by the 

ǎǳǇŜǊƛƻǊΦ !ŎŎŜǎǎ ƛǎ ǇǊƻǾƛŘŜŘ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ŜƳǇƭƻȅŜŜΩǎ Ƨƻō Ǉƻǎƛǘƛƻƴ and reviewed on a 

regular basis. Only employees of the relevant department have rights for active operations 

(postings) in the accounting system. The accounting ǎȅǎǘŞƳ maintains an audit trail which 

allows for the identification of the user that created, changed or reversed any accounting 

record. 

The system of monthly reconciliation of the accounts is set up, however this is not formally 

documented. The documentation of accounts reconciliation is documented on the annual 

basis. Moreover, the management review of monthly accounts compared to prior year and 

also budgeted figures is performed in a thorough way. 

In addition, annual financial statements are audited by an external auditor who carries out the 

audit of separate and consolidated financial statements as at the balance sheet date, i.e. 31 

December of a given year. Apart from the annual audit, the external auditor also performed 

limited review of the interim consolidated financial statements prepard for six months ended 

30 June 2020. 

   



 

63 

Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 
8. Basic Information about  

CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 
 

 

BASIC INFORMATION ABOUT THE COMPANY 

Legal name:------ ----------------------- CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 

Legal form: ------------------------------ European Company (Societas Europaea - SE) 

Address: --------------------------------- hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƘŀ м 

Registered at: -------------------------- Prague Municipal Court, Division H, Insert 962 

L2hΥ --------------------------------------- 291 51 961 

5L2Υ --------------------------------------- CZ29151961 

LEI:  --------------------------------------- 315700O990GR61YDGF96 

telephone:  ------------------------------ +420 222 814 617 

email: ------------------------------------ info@czg.cz 

Date of incorporation: --------------- 2013 

 

According to article 2 of CZGΩǎ ŀǊǘƛŎƭŜǎ ƻŦ ŀǎǎƻŎƛŀǘƛƻƴΣ ǘƘŜ ǎŎƻǇŜ ƻŦ ōǳǎƛƴŜǎǎ ƻŦ ǘƘŜ Company 

includes: a) management of its own assets; b) manufacturing, trade and services other than 

those listed in Annex 1 through 3 of the Act No. 455/1991 Coll., on trade licensing, as amended 

and c) accounting consulting, bookkeeping, tax accounting. 
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9. Organizational Chart  

and GroupΨs Entities 
 

 

The following chart shows the Group structure as of December 31, 2020. 
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GROUP COMPANIES 

The description below provides certain information with respect to the selected key 

operational and/or material companies of the Group: 

29{Y# ½.whWh±Y! !Φ{Φ όϦ/½¦.Ϧύ 

/½¦. L{ ¢I9 a!Lb ht9w!¢LbD /hat!b¸ hC ¢I9 Dwh¦t !b5 L{ .!{95 Lb ¦I9w{Yº .wh5Φ  

CZ-USA INC. ("CZ-USA") 

CZ-USA IS A FULLY OWNED SUBSIDIARY OF CZ-US HOLDINGS, INC. BASED IN KANSAS CITY, KANSAS, UNITED STATES. 

CZ-USA MAINLY IMPORTS ITS PRODUCTS FROM THE GROUP'S PRODUCTION FACILITY IN THE CZECH REPUBLIC, BUT 

ALSO IMPORTS SHOTGUNS FROM TURKEY WHERE CZ-USA HAS A LONG-STANDING RELATIONSHIP WITH TWO 

LARGE MANUFACTURERS WHICH ARE NOT PART OF THE GROUP. 

DUE TO UNITED STATES REGULATIONS, CZ-USA DOES NOT SELL DIRECTLY TO THE END CUSTOMERS BUT RATHER 

SELLS ITS PRODUCT THROUGH WHOLESALERS AND OTHER MERCHANTS.  

CZ EXPORT PRAHA, S.R.O. ("CZ EXPORT") 

/½ 9·thw¢ L{ ! C¦[[¸ h²b95 {¦.{L5L!w¸ hC ¢I9 /hat!b¸ .!{95 Lb ¦I9w{Yº .wh5Σ /½9/I w9t¦.[L/Φ ¢I9 

COMPANY SPECIALIZES IN THE INTERNATIONAL TRADE OF MILITARY EQUIPMENT AND MATERIAL. IT ALSO 

PROVIDES SERVICES IN THE FIELD OF FINANCING, TRAINING AND SUPPORT THROUGHOUT THE ENTIRE LIFECYCLE 

OF THE DELIVERED PRODUCTS AND TECHNOLOGIES.  

VIBROM SPOL. S R.O. ("VIBROM") 

±L.wha L{ ! {¢w!¢9DL/ 9v¦L¢¸ Lb±9{¢a9b¢ hC ¢I9 Dwh¦t .!{95 Lb ¢y9.9/Ih±L/9 th5 hw9.9aΣ /½9/I 

REPUBLIC. IT SPECIALIZES IN POWDER INJECTION MOULDING (PIM), WHICH IS A MODERN TECHNOLOGY THAT 

COMBINES PLASTICS AND A CONVENTIONAL POWDER METHOD, ALLOWING FOR THE COST-EFFECTIVE SERIES 

PRODUCTION OF DURABLE PRECISION MIM (METAL) OR CERAMIC POWDER INJECTION MOULDING (CIM) PARTS. 

THE COMPANY UTILIZES MODERN AND INNOVATIVE TECHNOLOGY AND A SYSTEM OF 100% QUALITY CONTROL 

(3D MEASUREMENT, DEFECTOSCOPY STATION) AND IS A HOLDER OF AN ISO 9001 CERTIFICATE. THE IMPORTANCE 

OF VIBROM FOR THE GROUP LIES IN THE ONGOING TREND TOWARDS AN INCREASING NUMBER OF MIM PARTS IN 

THE FIREARMS AND THE RESULTING NEED TO SECURE CLOSE COOPERATION BETWEEN PRODUCTION AND R&D 

UNITS. THE SHAREHOLDING IN VIBROM ENABLES THE GROUP TO HAVE CLOSE COOPERATION WITH A MIM 

SPECIALIST WITHOUT HAVING TO INVEST IN DEVELOPING ITS OWN MIM TECHNOLOGY AND EXPERTISE. 

CARDAM s.r.o. ("CARDAM") 

/!w5!a L{ ! t!w¢L![[¸ h²b95 {¦.{L5L!w¸ hC /½¦. .!{95 Lb 5h[bN .y9¿!b¸Σ /½9/I w9t¦.[L/Σ ²L¢I /½¦. 

OWNING 33% OF CARDAM'S SHARE CAPITAL. BESIDES CZUB, THE FOUNDING MEMBERS AND SHAREHOLDERS OF 

/!w5!a !w9 ¢I9 Lb{¢L¢¦¢9 hC tI¸{L/{ hC ¢I9 /½9/I !/!59a¸ hC {/L9b/9{ !b5 Ch¦b5w¸ .9b9~ !b5 [#¢Φ 

THE SHAREHOLDING GRANTS THE GROUP ACCESS TO RESEARCH CONDUCTED AT THE INSTITUTE OF PHYSICS OF 

THE CZECH ACADEMY OF SCIENCES AS WELL AS AN IN-HOUSE RESEARCH AND DEVELOPMENT PLATFORM. CARDAM 

SERVES AS THE GROUP'S CENTRE OF RESEARCH AND DEVELOPMENT FOR ADDITIVE MANUFACTURING AND 

ADVANCED SURFACE TREATMENT. 

ZBROJOVKA BRNO, s.r.o. ("Zbrojovka Brno") 

ZBROJOVKA BRNO IS A FULLY OWNED SUBSIDIARY OF CZUB BASED IN BRNO, CZECH REPUBLIC. ZBROJOVKA BRNO 

USED TO BE AN INDEPENDENT FIREARM PRODUCER WITH ITS OWN RICH PRODUCTION HISTORY. IT WAS ACQUIRED 

BY THE GROUP IN 2004. ZBROJOVKA BRNO CURRENTLY PRODUCES MAINLY HUNTING RIFLES AND PROVIDES 

CUSTOMIZED SOLUTIONS FOR THE GROUP CUSTOMERS. CZUB INTENDS TO USE ZBROJOVKA BRNO AS THE 

CUSTOMIZATION CENTRE FOR ITS ONLINE FIREARMS CONFIGURATOR. 
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4M SYSTEMS a.s. ("4M SYSTEMS") 

4M SYSTEMS IS A 100% OWNED SUBSIDIARY OF EHC 4M, SE BASED IN PRAGUE, CZECH REPUBLIC. THE REMAINING 

45.74% SHARE WAS ACQUIRED BY EHC 4M, SE IN SEPTEMBER 2020 FROM THE MINORITY SHAREHOLDERS FOR CZK 

3.3 MILLION. THE GROUP IS IN DISCUSSIONS WITH ITS FINANCING BANK REGARDING A POTENTIAL 

RECAPITALISATION OF 4M SYSTEMS IN ORDER TO PREPARE 4M SYSTEMS TO REALIZE THE COMMERCIAL POTENTIAL 

OF CERTAIN MILITARY AND LAW ENFORCEMENT CONTRACTS. 4M SYSTEMS OPERATIONS INCLUDE THE DESIGN, 

PRODUCTION AND SALE OF TACTICAL EQUIPMENT FOR ARMED FORCES SUCH AS THE MILITARY, POLICE, CUSTOMS, 

PRISON SERVICE, BORDER GUARDS ETC. 4M SYSTEMS ENHANCES THE ABILITY OF THE GROUP TO OFFER ITS 

CUSTOMERS A BROADER SCOPE OF PRODUCTS IN COMPLEX ORDERS SUCH AS REARMAMENTS. 

SPUHR I DALBY AB ("SPUHR") 

THE SWEDISH MANUFACTURER OF OPTICAL MOUNTING SOLUTIONS FOR WEAPONS SPUHR IS A 25.0% OWNED 

SUBSL5L!w¸ [h/!¢95 Lb [m559YmtLbD9Σ {²959bΦ ¢I9 {¢!Y9 ²!{ !/v¦Lw95 Lb a!¸ нлнлΦ {t¦IwΩ{ twh5¦/¢ 

PORTFOLIO CONSISTS OF OPTICAL MOUNTS, ACCESSORIES AND UPGRADE KITS FOR WEAPONS, MAKING IT HIGHLY 

/hat[9a9b¢!w¸ ¢h 29{Y# ½.whWh±Y!Ω{ /hw9 .¦{Lb9{{Φ ¢I9 {t¦Iw ah¦b¢{ AND ACCESSORIES ARE USED BY 

MANY MILITARY AND LAW ENFORCEMENT UNITS AROUND THE WORLD. SPUHR ALSO OFFERS A POPULAR HUNTING 

SERIES OF PRODUCTS. 

EG-CZ ACADEMY ("ACADEMY") 

ACADEMY IS A PARTIALLY OWNED SUBSIDIARY OF CZG-29{Y# ½.whWh±Y! Dwh¦t Lb¢9wb!¢Lhb![ {ΦwΦh. BASED 

IN QUIMPER, FRANCE. CZG-29{Y# ½.whWh±Y! Dwh¦t Lb¢9wb!¢Lhb![ {ΦwΦhΦ h²b{ ! нл҈ {I!w9Ih[5LbD Lb 

ACADEMY. IN JULY 2020, THE REGISTERED CAPITAL OF ACADEMY WAS INCREASED FROM EUR 5,000 TO EUR 

500,000. ACADEMY WAS FOUNDED IN COOPERATION WITH ERIC GRAUFFEL, THE SEVEN-TIME WORLD IPSC 

CHAMPION. ACADEMY AIMS TO PROVIDE A NEW EXPERIENCE IN INDOOR SHOOTING. IT OPERATES A MODERN 

TRAINING FACILITY PROVIDING ITS MEMBERS (FROM SPORT SHOOTERS TO GOVERNMENT BODIES) WITH ACCESS 

TO ALL TYPES OF MODERN SHOOTING DISCIPLINES. ACADEMY SERVES AS A MARKETING TOOL FOR THE GROUP 

AND ITS IMPORTANCE LIES MAINLY IN ITS IMPACT ON INCREASING BRAND AND PRODUCT AWARENESS AND 

LOYALTY. 
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a. Business and Value Creation Model  

/½DȰǎ Ǿƛǎƛƻƴ ƛǎ ǘƻ ōŜŎƻƳŜ ŀƴ ƛƴŘǳǎǘǊȅ ƭŜŀŘŜǊΣ ƳƛƭƛǘŀǊȅ ŀƴŘ ƭŀǿ ŜƴŦƻǊŎŜƳŜƴǘ ǇŀǊǘƴŜǊ ŀƴŘ 

premium brand. The Group strives to play a key role in the expected consolidation of the 

firearms industry while acting responsibly and giving back to society. By following a business 

model built upon three value creation phases, knowledge is constantly transformed into 

sustainable and innovative solutions, creating added value for all stakeholders. This 

comprehensive approach to value creation is embodied in the brand values Product, People 

and Strategy and communicated transparently to all stakeholders. 

 

 
 

/½DȰǎ ƭƻƴƎ-term value creation model is based on the balanced effort to achieve efficiency and 

growth through utilization of resources as well as capital efficiency improvement. We create 

value by: 

ω Fuelling growth through continuous innovation and R&D,  

ω ¢ƘŜ DǊƻǳǇΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŦƻŎǳǎŜǎ ǇǊƛƳŀǊƛƭȅ ƻƴ ǘƘŜ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ǇŀǊǘǎ ǿƛǘƘ ŀ ƘƛƎƘ ŀŘŘŜŘ 
ǾŀƭǳŜ ŀƴŘ ŀ ƘƛƎƘ ǇǊƻǇƻǊǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ƻǿƴ ƪƴƻǿƘƻǿ, 

ω Improving production efficiency and sales effort, 

ω CZG is one of the largest exporters in the Czech Republic (22nd place by export volumes in 
2019 and 2020) 

ω Allocating resources and capital with discipline and clear strategic priorities, also through 
acquisitions, 

ω Leveraging the expertise and enhance corporate social responsibility as a voluntary 
commitment to pursue DǊƻǳǇȰǎ business in a way that is heedful of both the environment 
and the society in which the Company operates 

https://reports.clariant.com/2016/integrated-report/servicepages/glossary.html#businessmodel
https://reports.clariant.com/2016/integrated-report/servicepages/glossary.html#businessmodel
https://reports.clariant.com/2016/integrated-report/servicepages/glossary.html#stakeholder
https://reports.clariant.com/2016/integrated-report/servicepages/glossary.html#performancepeopleplanet
https://reports.clariant.com/2016/integrated-report/servicepages/glossary.html#performancepeopleplanet
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10. Shares and Shareholding Structure 
 

 

As of 31 December 2020, the /½DȰǎ share capital was CZK 3,263,800 and was fully paid up. It 

was divided into 32,638,000 ordinary registered book-entry shares with nominal value of CZK 

0.10 each. The Company has not issued preferred shares, rights, convertible bonds or any 

other equity or equity-linked securities. All shares bear equal rights. The Company has no 

authorised but unissued capital. The shares of the Company bear no redemption or conversion 

rights. No capital of any member of the Group is under option nor is it agreed conditionally or 

unconditionally to be put under option. Each shareholder of the Company has equal rights, 

including equal voting rights (one vote per one share), subject to certain exceptions set out in 

the Czech Companies Act. According to the Articles of Association, each share of the Company 

entitles to one vote at the General Meeting 

With effect from 1 June 2020, the shares of CZG ς 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ƘŀǾŜ ōŜŜƴ 

admitted to trading on the Prime Market of the Prague Stock Exchange in the form of a so-

called technical listing without a prior public offering of the shares. During September 2020, 

the Group finalized its IPO and as of 2 October 2020, its shares are traded on the Prime Market 

of the Prague Stock Exchange with a free float of 9.24%. 

In October 2020, CZG completed the underwriting of its shares in a public offering, resulting 

ƛƴ ƎǊƻǎǎ ǇǊƻŎŜŜŘǎ ŀǘ /½Y умнΣллл ǘƘƻǳǎŀƴŘ ŘŜǎƛƎƴŀǘŜŘ ǘƻ ŦƛƴŀƴŎŜ ǘƘŜ DǊƻǳǇΩǎ ƎǊƻǿǘƘΦ Lƴ 

addition to the primary ŎƻƳǇƻƴŜƴǘΣ ǘƘŜ DǊƻǳǇΩǎ ǎƘŀǊŜƘƻƭŘŜǊΣ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘners SE, 

granted an over-allotment option to sell additional up to 280,000 shares in the amount up to 

CZK 81,200,000, this option was finally utilized in the amount of 215,859 shares. 
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Information about shares 

Market PSE, Prime Market 

No. of issued shares (pieces) 32 638 000 

Market Capitalization  
(31 December 2020) 

CZK 9,595,572,000 

Ticker CZG 

BIC BAACZGCE 

ISIN CZ0009008942 

Bloomberg ticker CZG CP Equity 

Reuters ticker CZG.PR 

Indices PX, PX-GLOB, PX-TR, PX-TRnet 

 

Chart ς ¢ǊŀŘƛƴƎ ƻŦ /½DȰǎ shares in the PSE in 2020 

 

 

Source: Bloomberg 

OWNERSHIP 

As of 31 December 2020, the majority shareholder of the Company was 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ 

Partners SE, incorporated as a European Company (Societas Europaea) in the Czech Republic, 

όǘƘŜ άaŀƧƻǊ {ƘŀǊŜƘƻƭŘŜǊέ), who holds 90.76 % of the shares and voting rights in CZG, while 

the remaining 9.24 % of /½DȰǎ shares are in free-float. The majority shareholder of the Major 

Shareholder ƛǎ 9ǳǊƻǇŜŀƴ IƻƭŘƛƴƎ /ƻƳǇŀƴȅΣ {9 όά9I/έύ ǿƘƛŎƘ ƘƻƭŘǎ фл % of the share capital 

and voting rights in the Major Shareholder. EHC is 100% ƻǿƴŜŘ ŀƴŘ ŎƻƴǘǊƻƭƭŜŘ ōȅ aǊΦ wŜƴŞ 

IƻƭŜőŜƪ. The remaining 10 % ƻŦ ǘƘŜ aŀƧƻǊ {ƘŀǊŜƘƻƭŘŜǊΩǎ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ƛǎ ƘŜƭŘ ŀǎ ŦƻƭƭƻǿǎΥ όƛύ 

5 % ōȅ aǊΦ [ǳōƻƳƝǊ YƻǾŀǌƝƪΣ ŎƘŀƛǊƳŀƴ ƻŦ ǘƘŜ CZGΩǎ Board of Directors and President of the 

Group, (ii) 2.5 %Φ ōȅ aǊΦ wŜƴŞ IƻƭŜőŜƪΣ ŎƘŀƛǊƳŀƴ ƻŦ ǘƘŜ CZGΩǎ Supervisory Board (resulting in 

aǊΦ wŜƴŞ IƻƭŜőŜƪΩǎ ǘƻǘŀƭ ŘƛǊŜŎǘ ŀƴŘ ƛƴŘƛǊŜŎǘ ǎƘŀǊŜƘƻƭŘƛƴƎ ƛƴ the Company, including through 
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holdings in the Major Shareholder, of 83.95 % of share capital and voting rights of the 

company), and (iii) 2.5 %. by Mr. Jan Drahota, vice-chairman of CZGΩǎ Board of Directors and 

Group head of finance. 

INVESTOR RELATIONS 

In the period since the IPO, CZG has focused on developing research coverage for the 

Company, developing relationships with analysts and setting up investor relations 

communications according to the best market standards. At present, the Company has around 

5 sell-side analysts, who publish research on the company, and a number of other commenting 

analysts. CZG is dedicated to open and pro-active communication with its shareholders and 

has implemented a schedule of investor communications events, all of which is fully compliant 

with market standards for listed companies. 

 

a. Information about Shares Held by the Key 

Management and Members of the Board  

of Directors and Supervisory Board 

As of the date of this Annual Report, following members of the statutory bodies and 

management of the Company held shares either directly or indirectly in the Company: 

Direct shareholdings: 

As of 31 December 2020, one member of the Board of Directors held 1,033 shares issued by 

CZG. The shares were acquired prior to his appointment to the Board of Directors of CZG. 

As of 31 December 2020, members Supervisory Board did not hold any shares issued by CZG.  

Indirect shareholdings: 

¢ƘŜ ƳŀƧƻǊ ǎƘŀǊŜƘƻƭŘŜǊ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΣ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ƘƻƭŘǎ флΦтс ҈ ƻŦ ǘƘŜ 

shares and voting rights in CZG. The majority shareholder of the major shareholder is EHC 

which holds 90 % of the share capital and voting rights in the major shareholder. EHC is 100% 

ƻǿƴŜŘ ŀƴŘ ŎƻƴǘǊƻƭƭŜŘ ōȅ aǊΦ wŜƴŞ IƻƭŜőŜƪΦ ¢ƘŜ ǊŜƳŀƛƴƛƴƎ мл ҈ ƻŦ ǘƘŜ ƳŀƧƻǊ ǎƘŀǊŜƘƻƭŘŜǊΩǎ 

share capital is held as follows: (i) 5 ҈ ōȅ aǊΦ [ǳōƻƳƝǊ YƻǾŀǌƝƪΣ ŎƘŀƛǊƳŀƴ ƻŦ ǘƘŜ /½DΩǎ .ƻŀǊŘ ƻŦ 

5ƛǊŜŎǘƻǊǎ ŀƴŘ tǊŜǎƛŘŜƴǘ ƻŦ ǘƘŜ DǊƻǳǇΣ όƛƛύ нΦр ҈Φ ōȅ aǊΦ wŜƴŞ IƻƭŜőŜƪΣ ŎƘŀƛǊƳŀƴ ƻŦ ǘƘŜ /½DΩǎ 

{ǳǇŜǊǾƛǎƻǊȅ .ƻŀǊŘ όǊŜǎǳƭǘƛƴƎ ƛƴ aǊΦ wŜƴŞ IƻƭŜőŜƪΩǎ ǘƻǘŀƭ ŘƛǊŜŎǘ ŀƴŘ ƛƴŘƛǊŜŎǘ ǎƘŀǊŜƘƻƭŘƛƴƎ ƛƴ 

the Company, including through holdings in the major shareholder, of 83.95 % of share capital 

and voting rights of the company), and (iii) 2.5 %. by Mr. Jan Drahota, vice-ŎƘŀƛǊƳŀƴ ƻŦ /½DΩǎ 

Board of Directors and Group head of finance. 

Accordingly, the major shareholder directly exercises ultimate control over the Company. The 

control of the major shareholder over the Company is based on its ownership of 90.76 % of 

the share capital and voting rights. 
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b. Other Legal Requirements 

This summary is based on the requirements set forth in Section 118(5)(a) through (k) of the 

Capital Markets Act. 

!ǎ ƻŦ ом 5ŜŎŜƳōŜǊ нлнлΣ ǘƘŜ /½DȰǎ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ǿŀǎ /½Y оΣнсоΣулл ŀƴŘ ǿŀǎ Ŧǳƭƭȅ ǇŀƛŘ ǳǇΦ Lǘ 

was divided into 32,638,000 ordinary registered book-entry shares with nominal value of CZK 

0.10 each. The Company has not issued preferred shares, rights, convertible bonds or any 

other equity or equity-linked securities. All shares bear equal rights. The Company has no 

authorised but unissued capital. The shares of the Company bear no redemption or conversion 

rights. No capital of any member of the Group is under option nor is it agreed conditionally or 

unconditionally to be put under option. Each shareholder of the Company has equal rights, 

including equal voting rights (one vote per one share), subject to certain exceptions set out in 

the Czech Companies Act. According to the Articles of Association, each share of the Company 

entitles to one vote at the General Meeting 

¢ƘŜ ǘǊŀƴǎŦŜǊŀōƛƭƛǘȅ ƻŦ /½DȰǎ ǎƘŀǊŜǎ ƛǎ ƴƻt restricted. 

Information on significant direct and indirect sharesholdings is described in the Chapter 5.a. 

Information about shares held by the key management and members of Board of Directors and 

Supervisory Board. 

No special rights are attached to any ƻŦ /½DȰǎ ǎƘŀǊŜǎΦ 

¢ƘŜ ǾƻǘƛƴƎ ǊƛƎƘǘǎ ŀǘǘŀŎƘŜŘ ǘƻ /½DȰǎ ǎƘŀǊŜǎ ŀǊŜ ƴƻǘ ǊŜǎǘǊƛŎǘŜŘΦ 

CZG is not aware of any agreements between its shareholders that might restrict or limit the 

transferability of its shares or voting rights. 

The Articles of Association provide that the Board of Directors consists of seven members that 

are elected and recalled by the Supervisory Board. A member of the Board of Directors is 

appointed for a period of five years and may be reappointed. The Supervisory Board may recall 

a member of the Board of Directors at any time. The Board of Directors appoints its Chairman 

and two Deputy Chairmen from amongst its members. The Articles of Association may be 

amended by a decision of the General Meeting. Apart from standard legal provisions, no 

special rules are in place for the election of and recalling of members of the Board of Directors 

and for adoption of the amendments of the Articles of Association. 

¢ƘŜ /½DΩǎ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ Ƙŀǎ ƴƻ ǎǇŜŎƛŀƭ ǇƻǿŜǊǎΦ 

The Company has not entered into significant contracts that will become effective, change, or 

expire if control over the Company changes as a result of a takeover bid. 

The Company has not entered into any contracts with members of its Board members or its 

employees in which the Company would undertake to provide a performance in case their 

service or employment is terminated in relation to a takeover bid. 
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CZUB Management Shareholding Plan 

In the years 2014 to 2019, CZUB had a management shareholding plan in place. In 2020, two 

current members of CZUBΨs Board of Directors own Class B book entry registered shares, 

representing in total 0.68 % of CZUBΨs equity. The remaining members of CZUBΨs board of 

directors had sold their shareholdings to the Company in 2019. CZUB has a call option on those 

Class B shares at a pre-defined strike price which represents a proportionate increase of equity 

over a certain period of time (over the course of holding period). CZUB or the Group have 

already exercised this call option right several times, most recently in October 2019. 

Employee Share Option Plan 

The Company is currently evaluating the implementation of an employee equity or share 

options plan for the management and key employees of the Group in order to further align 

interests of management, employees and shareholders. The contemplated number of shares 

to be allocated for such a plan is not expected to exceed 10 % of the CompanyΨs equity, and 

the Company considers a 3 to 5 year horizon for vesting of share options as an optimal 

minimum. Such a plan is to be implemented in 2021. 

 

c. Important agreements concerning shares 

The major shareholder directly exercises ultimate control over the Company. The control of 

the major shareholder over the Company is based on its ownership of 90.76 % of the share 

capital and voting rights. The major shareholder is a Czech holding company with the 

shareholding in the Company being its only material asset. CZG uses standard statutory 

mechanisms to prevent the major sƘŀǊŜƘƻƭŘŜǊΩǎ ǇƻǘŜƴǘƛŀƭ ƳƛǎǳǎŜ ƻŦ ƛǘǎ Ǉƻǎƛǘƛƻƴ ŀƴŘ ŎƻƴǘǊƻƭ 

over the Company, including the statutory instrument of the report on relations between the 

related entities. Management of the Company is not aware of any arrangements, the operation 

of which could result in a change in control. 

 

d. Material contracts 

COLT ACQUISITION AGREEMENT 

On 11 February 2021, CZ-US Holdings, a wholly-owned direct subsidiary of the Company, as 

buyer, CZ Acquisition II, LLC, a subsidiary of CZ-US Holdings, into a sale and purchase 

agreement for the entire share capital of COLT, the indirect owner of the U.S. firearms 

ƳŀƴǳŦŀŎǘǳǊŜǊ /ƻƭǘΩǎ aŀƴǳŦŀŎǘǳǊƛƴƎ /ƻƳǇŀƴȅ [[/ ŀƴŘ ƛǘǎ /ŀƴŀŘƛŀƴ ǎǳōǎƛŘƛŀǊȅΣ /ƻƭǘ /ŀƴŀŘŀ 

Corporation. 

Subject to the terms and conditions of the COLT Acquisition Agreement, the Group shall 

acquire the entire share capital of COLT for an upfront purchase price of USD 220 million in 

cash and 1,098,620 newly issued ordinary shares of the Company. The purchase price may be 

further increased in case certain pre-defined EBITDA performance criteria of the Group for the 

years 2021, 2022 and 2023 are reached. This earn-out part would consist of approximately up 
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to 1,098,620 newly issued shares of the Company. The agreement includes customary 

warranties and interim period covenants. The Company currently intends to finance 

approximately USD 150 million excluding interest, of the purchase price from the net proceeds 

ŦǊƻƳ ǘƘŜ ƛǎǎǳŜ ƻŦ ǘƘŜ ōƻƴŘǎΣ ǘƘŜ ǊŜƳŀƛƴƛƴƎ ǇŀǊǘ ŦǊƻƳ ǘƘŜ /½DΩǎ ŜȄƛǎǘƛƴƎ ŎŀǎƘ ǊŜǎƻǳǊŎŜǎΣ 

ƛƴŎƭǳŘƛƴƎ ǘƘŜ ǇǊƻŎŜŜŘǎ ŦǊƻƳ ǘƘŜ /½DΩǎ ƛƴƛǘƛŀƭ ǇǳōƭƛŎ ƻŦŦŜǊƛƴƎ ǿƘƛŎƘ ǘƻƻƪ ǇƭŀŎŜ ƛƴ нлнлΦ 

FRAMEWORK AGREEMENT ON TECHNOLOGY TRANSFER COOPERATION 

On 6 March 2018, the Group, acting through CZ EXPORT, entered into a framework agreement 

ƻƴ ǘŜŎƘƴƻƭƻƎȅ ǘǊŀƴǎŦŜǊ ŎƻƻǇŜǊŀǘƛƻƴ ǿƛǘƘ Ia !w½9b#[Σ ŀ IǳƴƎŀǊƛŀƴ ŎƻƳǇŀƴȅ Ŧǳƭƭȅ ƻǿƴŜŘ ōȅ 

the Hungarian state. The Framework Agreement sets out a legal framework for the conclusion 

of four separate production. Contracts, all of which have been executed between the parties, 

ŜŀŎƘ ŦƻǊ ǘƘŜ ǘǊŀƴǎŦŜǊΣ ŀǎǎŜƳōƭȅ ŀƴŘ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ŦƛǊŜŀǊƳǎΣ ƴŀƳŜƭȅ ǳǇ ǘƻ нллΣллл 

firearm units of (i) CZ P-07, (ii) CZ P-09, (iii) CZ Scorpion EVO 3 A1, and (iv) CZ BREN 2, with an 

expected total value of more than EUR 100 million. 

¢ƘŜ tǊƻŘǳŎǘƛƻƴ /ƻƴǘǊŀŎǘǎ ŜǎǘŀōƭƛǎƘ ǘƘŜ ƭŜƎŀƭ ŦǊŀƳŜǿƻǊƪ ŀƭƭƻǿƛƴƎ Ia !w½9b#[ ǘƻ Ǉǳǘ ƛƴǘƻ 

operation a sufficiently equipped own factory in Hungary suitable for the serial production of 

the above-mentioned firearms and to manufacture several components related to the 

production of the production firearms. According to the Framework Agreement, the main 

commercial purpƻǎŜ ƻŦ ǘƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ŦƻǊ Ia !w½9b#[ ƛǎ ǘƻ ŀƭƭƻǿ ŦƻǊ ǘƘŜ ǊŜŀǊƳŀƳŜƴǘ ƻŦ ǘƘŜ 

Hungarian armed forces and law enforcement agencies with the production firearms produced 

ōȅ Ia !w½9b#[ ǳǎƛƴƎ ǘƘŜ DǊƻǳǇΩǎ ǘŜŎƘƴƻƭƻƎȅΦ Ia !w½9b#[ Ƴŀȅ ŀƭǎƻ ǎŜƭƭ ǇǊƻŘǳŎǘƛƻƴ ŦƛǊŜŀǊƳǎ 

to third parties either pursuant to agreements made on a government to government basis or 

ǿƛǘƘ ǘƘŜ DǊƻǳǇΩǎ ǇǊƛƻǊ ǿǊƛǘǘŜƴ ŀǇǇǊƻǾŀƭΦ ¢ƘŜ DǊƻǳǇΩǎ ŀƛƳ ƛǎ ǘƻ Ŧǳƭƭȅ ǎŜǊǾƛŎŜ ǘƘŜ IǳƴƎŀǊƛŀƴ 

military and law enforcement market for small arms from its portfolio. 

Pursuant to the production contracts, the cooperation between the parties consists of two 

consecutive stages. The first stage has already been finished. During the first stage, the parties 

aimed to sufficiently equip and put into operation the factory and to tǊŀƛƴ Ia !w½9b#[Ωǎ 

ǿƻǊƪŜǊǎΦ 5ǳǊƛƴƎ ǘƘŜ ŦƛǊǎǘ ǎǘŀƎŜ Ia !w½9b#[ ŀƭǎƻ ŀƎǊŜŜŘ ǘƻ ǎǘŀǊǘ ƛǘǎ ƻǿƴ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ǘƘŜ 

production firearms, first exclusively from the components supplied by the Group and, after 

the factory is equipped with the necessary equipment, also partly from the components 

ƳŀƴǳŦŀŎǘǳǊŜŘ ƛƴ ǘƘŜ ŦŀŎǘƻǊȅ ōȅ Ia !w½9b#[Φ ¢ƘŜ ǎŜŎƻƴŘ ǎǘŀƎŜΣ ǿƘƛŎƘ ƛǎ ǘƘŜ ǎŜǊƛŀƭ ǇǊƻŘǳŎǘƛƻƴ 

of the production firearms, was scheduled to begin after the successful completion of the first 

stage. 

The production contracts have been concluded for a fixed term of five years with an automatic 

extension for an additional period of five years unless the parties agree on its termination. 

The first stage had already been finished and the second stage has been put in motion. The 

factory Ƙŀǎ ōŜŜƴ ōǳƛƭǘ ŀƴŘ ŜǉǳƛǇǇŜŘ ǿƛǘƘ ǘƘŜ ƴŜŎŜǎǎŀǊȅ ƳŀŎƘƛƴŜǊȅΦ Ia !w½9b#[Ωǎ ǿƻǊƪŜǊǎ 

have already mastered the gun assembly of the production firearms from components 

ǎǳǇǇƭƛŜŘ ōȅ ǘƘŜ DǊƻǳǇ ŀƴŘ Ia !w½9b#[ ƛǎ ǇǊŜǇŀǊƛƴƎ ǘƻ ƳŀƴǳŦŀŎǘǳǊŜ ǘƘŜ ŎƻƳǇƻƴŜƴǘǎΦ 

FRAMEWORK AGREEMENT WITH THE MINISTRY OF DEFENCE OF THE CZECH REPUBLIC 

In April 2020, the Czech Ministry of Defence and CZUB have entered into a framework 

agreement for the supply of up to 39,000 small arms. The deal is worth up to CZK 2.35 billion 

(exclusive of value-added tax) and covers the period until 2025. The final price will depend on 
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the number of the weapons the ministry will order within narrower purchase order contracts 

ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ƳƛƭƛǘŀǊȅΩǎ ƴŜŜŘǎΦ Lǘ ƛƴŎƭǳŘŜǎ ǳǇ ǘƻ мсΣмун .w9b н ƳƻŘǳƭŀǊ ŀǎǎŀǳƭǘ Ǌifles, 

21,280 CZ P-10 pistols, 1,646 CZ 805 G1 grenade launchers and 94 Scorpion carbines. As of the 

date of this Report, the Ministry of Defence placed four orders under the Czech Army 

Framework Agreement in the total amount of CZK 381.99 million (including value-added tax), 

which shall be delivered in the second half of 2021. 

CZUB BONDS 

In 2016, CZUB issued CZK 1.5 billion floating rate bonds due January 2022, followed by a second 

tranche in the amount of CZK 750.0 million issued in January 2017 and sold to investors in 

2018 (with corresponding impact in the financial statements), increasing the total nominal 

ŀƳƻǳƴǘ ǘƻ /½Y нΦнр ōƛƭƭƛƻƴ όǘƘŜ ά/½¦. .ƻƴŘǎέύΦ ¢ƘŜ /½¦. .ƻƴŘǎ ŀǊŜ ǊŜŘŜŜƳŀōƭŜ ōȅ /½¦. ƛƴ 

2021 at par and bear interest at a floating rate of 6M PRIBOR plus margin in the amount of 

1.70 per cent. per annum. The CZUB Bonds are listed on the Regulated Market of the PSE. 

The terms and conditions of the CZUB Bonds impose certain restrictions on CZUB regarding 

the disposal of its assets, incurrence of financial indebtedness, pledging, mortgaging or 

otherwise encumbering its property, carrying out transactions with related parties and 

payment of dividends or other distributions to its shareholders. In particular, CZUB is 

prohibited from declaring or paying dividend, make any other distribution of profit, return 

capital, provide loan or credit, and/or repay any debt, in each case to any of its shareholders, 

ƛŦ /½¦.Ωǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ƴŜǘ ŘŜōǘ-to-EBITDA ratio would exceed 3.0 as a result of any such 

payment or transaction. Because dividends from CZUB represent an important source of 

revenues for the Company, the ability of the Company to pay dividends to its shareholders 

would depend also on the level of consolidated indebtedness of CZUB. Apart of the above-

described indebtedness covenant, the terms and conditions of the CZUB Bonds contain a 

change of control clause, subject to which CZUB must give notice of a change of control event 

όǎǳŎƘ ŀƴ ŜǾŜƴǘ ōŜƛƴƎ ŀǘ ǎǳŎƘ ǘƛƳŜ ŀǎ aǊΦ wŜƴŞ IƻƭŜőŜƪ ŎŜŀǎŜǎ ǘƻ ŘƛǊŜŎǘƭȅ ƻǊ ƛƴŘƛǊŜŎǘƭȅ own at 

least 51 per cent. of CZUB or otherwise loses control over CZUB) and all holders of the CZUB 

Bonds shall have the option to request redemption of their CZUB Bonds within 45 days after 

the change of control notification. 

 

e. Dividend Policy 

On 17 September 2020, the Board of Directors of CZG adopted a dividend policy pursuant to 

which, as from the financial year ended 31 December 2020 onwards and subject to (i) the 

availability of sufficient distributable cash; and (ii) shareholder approval, the Company intends 

to target an annual distribution of 33 % of its consolidated net profit for the year based on its 

consolidated annual financial statements. 

DIVIDEND PAID IN 2020 

The AGM in 2020 was held on 8 June 2020 as a resolution of the sole shareholder 2Ŝǎƪł 

zbrojovka Partners SE. The sole shareholder approved the annual audited financial statements 
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of the Company for the year 2019 and decided on the distribution of the Company's profit for 

2019 as follows: 

Profit for 2019 in the amount of CZK 1,002,064,644.46 is divided as follows: 

Dividend CZK 328,218,000.00 (or CZK 11 per share) 

Transfer to retained earnings of previous CZK 673,846,644.46 
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11. Corporate Governance Principles 
 

a. Corporate Governance Code 

The corporate governance structure of the Company complies with the applicable laws, 

including the Czech Companies Act. Under Czech law, the Company is not required to comply 

with any corporate governance code. The Company intends to comply with the Czech 

companies corporate governance code issued by the Czech Institute of Directors in September 

2018 (the "CG Code") based on a "comply or explain" principle which means that the Company 

either complies with the CG Code or explains why it does not comply with certain rules of the 

CG Code. The Company currently complies with the CG Code, except for certain principles as 

follow:  

ω The Articles of Association allow for the per rollam voting at the General Meeting as one 
of the measures implemented during the COVID-19 pandemic; 

ω Mr. Aquilar holds several external advisory board member positions in the U.S. The 
Company does not consider such positions conflicting.  

ω aǊǎΦ wǻȌƛőƪƻǾł ƘƻƭŘǎ ǎŜǾŜǊŀƭ ōƻŀǊŘ Ǉƻǎƛǘƛƻƴǎ ƛƴ ǘƘŜ ŎƻƳǇŀƴƛŜǎ ǊŜƭŀǘŜŘ ǘƻ aǊΦ wŜƴŞ 
IƻƭŜőŜƪΣ ŀ ƳŀƧƻǊƛǘȅ ǎƘŀreholder of 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9, a major shareholder of 
/½DΦ aǊǎΦ wǻȌƛőƪƻǾł ƛƴǘŜƴŘǎ ǘƻ ƭŜŀǾŜ ǎǳŎƘ Ǉƻǎƛǘƛƻƴǎ ƛƴ ǘƘŜ ŦǳǘǳǊŜΤ ŀƴŘ 

ω Only one member of the audit committee (out of three members) is currently  
a member of the Supervisory Board and the Company finds this sufficient at the moment, 
but the Company is actively looking for an addition to the Audit Committee with strong 
accounting and/or audit credentails and independent status in order to further 
strengthen the position of the Audit Committee.  

 

b. Compliance and Anti-Bribery policy 

CZG established a comprehensive compliance management system in order to prevent any 

violation of the relevant legislation or of CZG's internal policies. The compliance system also 

includes an anti-bribery policy, Code of Ethics and Code of Conduct14. Policy priorities of the 

compliance system are set by the board of directors of CZG.  

Under its compliance system, CZG's board of directors appoints an employee of the Group as 

a compliance officer. The compliance officer is obliged to, in particular, (i) oversee the proper 

functioning of the compliance system, (ii) revise internal policies of CZUB, (iii) implement 

systems to obtain relevant information related to compliance, and (iv) deliver relevant 

information related to compliance and the compliance system to the Board of Directors of 

 
14 For further information and documents see https://www.czg.cz/about-us/#compliance-
program  

https://www.czg.cz/about-us/#compliance-program
https://www.czg.cz/about-us/#compliance-program
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CZG. CZG also implemented a so-called 'whistleblowing' system for the notification of 

information relevant for the compliance system by CZUB's employees or any other third party.  

The Code of Ethics of CZG sets out the fundamental ethical obligations for employees of the 

Group, in particular, the obligation to (i) act in line with applicable law, (ii) avoid any acts 

which may be related to bribery, (iii) avoid any conflicts of interest, and (iv) protect the good 

standing of CZG. 

The anti-bribery policy of CZG sets the main course of behaviour of Groups's employees in 

relation to corruption activities. Its fundamental principles include: 

ω The Group does not tolerate any acts related to providing, offering, promising, accepting 
or requesting unauthorized benefits in the form of money, gifts or other advantages in 
connection with business or work-related activities of the respective individual in order to 
obtain or keep benefits for oneself or a third party; 

ω The management of CZG actively acts against any manner of corruption and prevents any 
suspicious activities which could be labelled as corruption; 

ω ¢ƘŜ DǊƻǳǇȰǎ ŜƳǇƭƻȅŜŜǎ ŀǊŜ ƻōƭƛƎŀǘŜŘ ǘƻ ŀǾƻƛŘ ŀƴȅ ŎƻƴŦƭƛŎǘ ƻŦ ƛƴǘŜǊŜǎǘΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊΣ ǎǳŎƘ 
confƭƛŎǘǎ ƻŦ ƛƴǘŜǊŜǎǘ ǘƘŀǘ ƭƛŜ ƛƴ ǘƘŜ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇȰǎ ŜƳǇƭƻȅŜŜǎ ƛƴ ǘƘŜ ōǳǎƛƴŜǎǎ 
relations of the Group on the side of the suppliers or purchasers which would result in 
unfair personal benefit; 

ω Accepting or offering of gifts or any similar advantages exceeding the relevant thresholds 
is forbidden (except for sponsorship and charity activities). 

Similar compliance management system has been in place at CZUB, a key operating company 

of the Group. 
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12. General Meeting Principles 

GENERAL MEETING 

The general meeting is the highest corporate body of the Company. The exclusive powers of 

the General Meeting under the Czech Companies Act and the Articles of Association include in 

particular:  

ω decisions on amendments to the Articles of Association; 

ω resolving on the increase or decrease of the registered share capital (or the authorisation 
of the Board of Directors to increase registered share capital); 

ω resolving on the possibility to set off a monetary receivable against issue price for shares; 

ω decisions on the increase of the registered share capital by means of non-monetary 
deposits; 

ω decisions on the issuance of preferred and convertible bonds 

ω decisions on the acquisition of the Company's own shares in such cases as set out in the 
applicable law; 

ω resolving on the winding-up of the Company and liquidation, including the appointment 
and removal of the liquidator and approval of the liquidation balance distribution; 

ω decisions on the exclusion or restriction of the pre-emptive right to an acquisition of 
preferred or convertible bonds or on exclusion or limitation of the pre-emptive right to a 
subscription of new shares; 

ω decisions on changing the class or type of shares and on changes to the rights vested in 
specific share classes; 

ω election and recall of members of the Supervisory Board; 

ω election and recall of members of the Audit Committee; 

ω decisions on the Company's transformation; 

ω approving the listing or delisting of the Company's shares; 

ω approval of the service contracts for members of the Supervisory Board, and decisions on 
any other payments; 

ω appointment of the auditor who is to audit the Company's financial statements and other 
documents if required by law; 

ω granting of prior approval to provide financial assistance; 

ω approval of annual, extraordinary or consolidated financial statements and, in cases 
stipulated by the law, interim financial statements, as well as decisions on the distribution 
of profit or coverage of loss, and the determination of the profit share for the members of 
the Company's bodies; and 

ω approving a transfer of or creation of security over an enterprise of the Company or its 
part which would lead to significant change in structure of the enterprise, or business 
objectives or activities of the Company.  
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CALLING THE GENERAL MEETING 

The General Meeting takes place at least once each accounting period and must be called by 

the Board of Directors so that it convenes within six months after the end of the Company's 

previous accounting period (on or before 30 June). The Board of Directors may call the General 

Meeting whenever it deems it necessary. The Board of Directors must call the General Meeting 

if: 

ω the Board of Directors receives a request from the Supervisory Board in accordance with 
the Czech Companies Act or a request from the Qualified Shareholders; 

ω the accumulated losses of the Company based on its financial statements, after having 
been reduced by expending all of the Company's disposable resources, equal or exceed 
(or may reasonably be expected to equal or exceed) 50% of the Company's registered 
share capital; or 

ω there is another material reason. 

The General Meeting may be called by the Supervisory Board if required by the Company's 

interests or if the Company has no Board of Directors or if the elected Board of Directors has 

neglected its obligations for a long period and the General Meeting has not been called. 

NOTICE AND COURSE OF GENERAL MEETINGS 

The invitation to the General Meeting must be published at the Company's website at least 30 

days prior to the General Meeting. The provisions of the Czech Companies Act governing the 

formal requirements for the convening of the General Meeting may be waived if so agreed by 

all shareholders of the Company. 

If shareholders request that the General Meeting be called, the invitation to the General 

Meeting must be given at least 15 days before the date of the General Meeting. If a substitute 

General Meeting is called, the invitation to the General Meeting must be given by the fifteenth 

calendar day from the previously scheduled date of the General Meeting at the latest; the 

General Meeting shall in such a case be held within six weeks from the same date. The 

invitation shall contain all information required by law and the Articles of Association. If the 

agenda of the General Meeting calls for a change of the Articles of Association, the Company 

shall permit each shareholder to review the proposed change in the period prescribed by the 

invitation, free of charge.  

Matters which are not on the proposed agenda of the General Meeting may only be discussed 

or approved with the consent of all shareholders. The General Meeting shall be cancelled or 

postponed only in accordance with the Czech Companies Act. If the General Meeting is 

convened at the request of the Qualified Shareholder, then it may only be cancelled or 

postponed with the consent of the respective Qualified Shareholder. 

All notices of General Meetings must be published on the Company's website www.czg.cz and 

in the Commercial Bulletin. 
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QUORUM 

Under the Articles of Association, resolution may be adopted at the General Meeting only if 

shareholders are present (either in person or by proxy) whose shares have a total nominal 

value amounting to more than 50 per cent of the share capital of the company as of the 

respective Record Date (as defined below). However, a substitute General Meeting may adopt 

resolutions irrespective of the number of the Company's shareholders present. 

Resolutions of the General Meeting generally require the approval of a majority of the votes 

of the Company's shareholders present at the General Meeting. 

The following decisions of the General Meeting require a majority of at least two thirds of the 

votes of the Company's shareholders present at the General Meeting: an amendment to the 

Articles of Association or resolutions that indirectly amend the Articles of Association (for 

example, a resolution on an increase or decrease in the Company's registered capital);  

ω authorization of the Board of Directors to decide on an increase of the Company's 
registered capital;  

ω winding-up of the Company and distributing the Company's liquidation balance;  

ω approving a transfer of or creation of security over an enterprise of the Company or its 
part which would lead to significant change in structure of the enterprise, or business 
objectives or activities of the Company;  

ω resolving on the possibility to set off a monetary receivable against issue price for shares; 
and 

ω decisions on the issuance of preferred or convertible bonds by the Company. 

The decision of the General Meeting approving an agreement for the settlement of loss 

incurred by the Company as a result of a breach of the duty of due care by a member of the 

Company's corporate body requires a majority of at least two thirds of the votes of all 

shareholders. 

The following decisions of the General Meeting require a majority of at least three quarters of 

the votes of the Company's shareholders present at the General Meeting: 

ω restriction or limitation of the shareholders' preferred right to subscribe for a pro rata 
portion of new shares or for preferred or convertible bonds of the Company;  

ω increase of the Company's registered share capital by in-kind contributions; and  

ω distribution of the Company's profit to a person who is not a shareholder of the Company. 

Resolutions passed at the General Meeting with a majority of at least three quarters of the 

votes of the Company's shareholders present at the General Meeting by shareholders holding 

the class of the Shares affected by such resolutions are required for (i) a change of a class of 

the Shares; (ii) a change of rights attached to the Shares; (iii) a conversion of registered Shares 

to bearer Shares and vice versa; (iv) a delisting of the Shares; and (v) approving restrictions or 

limitations of the Shares' transferability. 

A merger or demerger of the Company must be approved by a resolution passed at the General 

Meeting with a majority of at least three quarters of the votes of the Company's shareholders 

present at the General Meeting by shareholders holding each class of Shares. A transfer of all 

of the Company's assets to its shareholder must be approved by a resolution passed at the 
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General Meeting with a majority of at least ninety per cent of the votes of all shareholders of 

the Company. 

In certain cases, set out in the Czech Companies Act, the resolution of the General Meeting 

must take the form of a notarial deed. 

PARTICIPATION AT THE GENERAL MEETING AND VOTING RIGHTS 

At the General Meeting, each shareholder of the Company has equal rights, including equal 

voting rights, subject to certain exceptions set out in the Czech Companies Act. According to 

the Articles of Association, each share of the Company entitles to one vote at the General 

Meeting. 

Only shareholders registered in the CSD as a shareholder of the Company on the seventh 

calendar day before the General Meeting ("Record Date") may attend the General Meeting. 

The Board of Directors shall obtain the shareholder's ledger extract as of the Record Date. 

Under the Czech Companies Act, a shareholder of the Company may not exercise voting rights 

at the General Meeting if, inter alia:  

ω the shareholder has not paid the subscription price for the shareholder's Shares when 
due; 

ω the General Meeting is voting whether the Company's registered share capital will be 
increased by this shareholder's in-kind contribution; and 

ω the general meeting is to decide on whether the shareholder or a person acting in concert 
with the shareholder should be relieved of the fulfilment of an obligation, and/or whether 
the shareholder should be recalled from office as a member of a company body for 
violating an obligation in the performance of his or her office. 

At the General Meeting, each of the Company's shareholders may be represented by: (i) a 

proxy on the basis of power of attorney; or (ii) an administrator engaged by a shareholder and 

registered in the depository system as a person authorized to execute the shareholder's rights. 

A power of attorney for the proxy must be in writing with official verified signatures. A form 

of the power of attorney will be published by the Company prior to each General Meeting on 

its website www.czg.cz and will be available at the registered office of the Company.  

PER ROLLAM DECISION-MAKING 

Voting at the General Meeting shall take place by means of electronic device, ballot cards or 

by other suitable manner as decided by the person who called the General Meeting. Also, the 

Articles of Association allow for per rollam voting which entails exercise of voting and other 

shareholder rights in writing without the personal participation of shareholders at the General 

meeting. Per rollam decision-making consists of three steps: (i) distribution of the proposed 

decisions together with the relevant supporting documents to the shareholders; (ii) delivery 

of the shareholders' opinion, subject to time limit of 20 days. If the shareholder fails to deliver 

his consent on the proposed decisions, he is deemed to have not agreed with the proposed 

decisions; and (iii) announcement of the voting results and the date of adoption of the relevant 

shareholders' decisions. 
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In the case that the shareholders or their representatives participate and vote on the General 

Meeting via technical means, the shareholders are required to provide the Company with the 

electronic copies of the abovementioned identification documents, together with a copy of 

the ID or passport of such shareholder or representative. 

The Articles of Association also allow to participate and vote on the General Meeting via direct 

two-way remote transmission enabling real-time communication between the General 

Meeting and the shareholders not physically present at the General Meeting, subject to certain 

limitations arising out of technical aspects of such manner of holding the meeting (e.g., 

impossibility to verify the General Meeting's decision by a notary if required by law). 
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13. Management of the Company 

GENERAL OVERVIEW 

The Company has a two-tier board system consisting of the Board of Directors and the 

Supervisory Board. The Board of Directors represents the Company in all matters and is 

charged with its day-to-day business management, while the Supervisory Board is responsible 

ŦƻǊ ǘƘŜ ǎǳǇŜǊǾƛǎƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀŎǘƛǾƛǘƛŜǎ ŀƴŘ ƻŦ ǘƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ ƛƴ ǘƘŜƛǊ 

management of the Company and resolves on matters defined in the Czech Corporations Act 

and the Articles of Association, particularly matters with material impact on the value of the 

ownership interests in the Company. Under the Czech Corporations Act, the Supervisory Board 

may not make management decisions. 

The Supervisory Board may form committees from among its members and delegate decision 

ƳŀƪƛƴƎ ǇƻǿŜǊ ǘƻ ŀƴȅ ǎǳŎƘ ŎƻƳƳƛǘǘŜŜǎ ŀǎ ǇŜǊƳƛǘǘŜŘ ōȅ ƭŀǿΦ ¢ƘŜ ŎƻƳƳƛǘǘŜŜǎΩ ǊŜǎǇŜŎǘƛǾŜ ǘŀǎƪǎΣ 

authorizations and processes are determined by the Supervisory Board. As provided for by the 

{ǳǇŜǊǾƛǎƻǊȅ .ƻŀǊŘΩǎ ǊǳƭŜǎ ƻŦ ǇǊƻŎŜŘǳǊŜΣ ǘƘŜ {ǳǇŜǊǾƛǎƻǊȅ .ƻŀǊŘ Ƙŀǎ Ŧormed a remuneration 

committee, an acquisition committee and a regulatory and ethical matters committee. 

Pursuant to the Articles of Association, the Company formed an Audit Committee members of 

which are elected by the General Meeting. 

The Board of Directors represents the Company in all matters, unless such matter is specifically 

entrusted to the Supervisory Board or the General Meeting, and is responsible for the 

/ƻƳǇŀƴȅΩǎ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ Řŀȅ-to-Řŀȅ ƻǇŜǊŀǘƛƻƴǎ ŀƴŘ ŀŎǘǎ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ōŜƘŀƭŦΦ ¢ƘŜ 

businesǎ ŀŘŘǊŜǎǎ ƻŦ ŜŀŎƘ ƳŜƳōŜǊ ƻŦ ǘƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ ƛǎ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ 

aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎΦ 

The Articles of Association provide that the Board of Directors consists of seven members that 

are elected and recalled by the Supervisory Board. A member of the Board of Directors is 

appointed for a period of five years and may be reappointed. The Supervisory Board may recall 

a member of the Board of Directors at any time. The Board of Directors appoints its Chairman 

and two Deputy Chairmen from amongst its members. 

The Board of Directors constitutes a quorum if a majority of its members is present or 

otherwise takes part in a meeting. The Board of Directors adopts a decision by a majority vote 

of all its members. In case of a tie vote, the vote of the Chairman decides. Members of the 

Board of Directors may participate in the meetings through telephone or other remote means. 

When necessary, a decision may be made by the Board of Directors without holding a meeting. 

In accordance with the Articles of Association, meetings of the Board of Directors are called 

by the Chairman or a Deputy Chairman of the Board of Directors or, in their absence, by any 

member of the Board of Directors, at least once a month. The Board of Directors shall convene 

upon the request of any member of the Board of Directors or the Chairman of the Supervisory 

Board. 
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The following table sets out the name and principal position of each member of the Board of 

Directors. 

 

Name Position on the 
Board of Directors / 

Position in senior 
management 

Commencement 
 of Current Term  

of Office 

Date of Expiration  
of Current Term 

of Office 

[ǳōƻƳƝǊ YƻǾŀǌƝƪ 
Chairman of the 
Board of Directors / 
President 

17 January 2020 17 January 2025 

Jan Drahota 

Vice-Chairman of the 
Board of Directors / 
Group Head of 
Finance 

17 January 2020 17 January 2025 

!ƭƛŎŜ tƻƭǳŎƘƻǾł 
Vice-Chairman of the 
Board of Directors / 
CEO of CZ-USA 

17 January 2020 17 January 2025 

Andrej 
Chrzanowski15 

Member of the 
Board of Directors 

17 January 2020 17 January 2025 

David Aguilar 
Member of the 
Board of Directors 

17 January 2020 17 January 2025 

Wŀƴŀ wǻȌƛőƪƻǾł 
Member of the 
Board of Directors/ 
Corporate Secretary 

17 January 2020 17 January 2025 

[ŀŘƛǎƭŀǾ .Ǌƛǘŀƶłƪ 
Member of the 
Board of Directors 

17 January 2020 24 November 2020 

Wŀƴ ½ŀƧƝŎ 
Member of the 
Board of Directors 

24 November 2020 24 January 2025 

 

[¦.haNw Yh±!yNY 

Chairman of the Board of Directors, President of the Group 

aǊΦ YƻǾŀǌƝƪ ƎǊŀŘǳŀǘŜŘ ŦǊƻƳ aƛƭƛǘŀǊȅ !ƛǊ Force University and also completed a Master of 

Business Administration degree at Sheffield University. He began his career as a pilot in the 

Army of the Czech Republic, where he reached the rank of major before he retired from the 

military in the mid-1990Ȱs. He began his civilian career in 1995 as manager in the company 

!ǳƭƛǎΦ !ŦǘŜǊ ŀ ȅŜŀǊΣ ƘŜ ƧƻƛƴŜŘ ~ƪƻŘŀ tǊŀƘŀ ŀǎ tǊƻŘǳŎǘƛƻƴ 5ƛǊŜŎǘƻǊΣ ǿƘŜǊŜ ƘŜ ǿƻǊƪŜŘ Ƙƛǎ ǿŀȅ ǳǇ 

to the position of Chief Executive Officer. He later worked for Eltodo EG and Mavel. From 2006 

to 2017, he served as Chief Executive Officer of CZUB. Since 2018, he has been President and 

Chairman of the board of directors of the Major Shareholder. 

aǊΦ YƻǾŀǌƝƪ ƛǎ ǇǊƛƳŀǊƛƭȅ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ǎǘǊŀǘŜƎƛŎ ōǳǎƛƴŜǎǎ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ƛǘǎ ƪŜȅ 

commercial efforts in the areas of military and law enforcement and public affairs. 

 
15  Andrej Chrzanowski resigned from his position in the Board of Directors with the effect of 
31 March 2021. For more information see the Subsequent Eventsñ 
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JAN DRAHOTA 

Vice-Chairman of the Board of Directors, Group Head of Finance 

Mr. Drahota studied Finance at the University of Economics, Prague and holds a Master of 

Business Administration degree from the University of Chicago, Booth School of Business. 

Before joining the Group at the level of the Major Shareholder in 2014, Mr. Drahota worked 

for about 15 years in the financial markets and investment banking field, spending most of his 

ŎŀǊŜŜǊ ƛƴ {ƻŎƛŞǘŞ DŞƴŞǊŀƭŜ DǊƻǳǇΣ Ƴƻǎǘ ǊŜŎŜƴǘƭȅ ŀǎ ƛǘǎ aŀƴŀƎƛƴƎ 5ƛǊŜŎǘƻǊΣ IŜŀŘ ƻŦ /ŜƴǘǊŀƭ ŀƴŘ 

Eastern Europe, based in Paris. From 2014 to 2015, he served as a senior advisor to the Deputy 

Minister of Finance of the Czech Republic, he also served as an advisor to the Minister for 

Health with regards to corporate governance of publicly held hospitals and institutions. Mr. 

Drahota has broad non-executive director experience and is currently acting, inter alia, as a 

representative of the Ministry of CƛƴŀƴŎŜ ƻƴ ǘƘŜ ǎǳǇŜǊǾƛǎƻǊȅ ōƻŀǊŘ ƻŦ 29t{Σ ŀΦǎΦ όǘƘŜ ǎƻƭŜ /ȊŜŎƘ 

energy transmission grid owner and operator). 

aǊΦ 5ǊŀƘƻǘŀ ƛǎ ǇǊƛƳŀǊƛƭȅ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ŦƛƴŀƴŎŜ ŦǳƴŎǘƛƻƴǎ ŀŎǊƻǎǎ ǘƘŜ DǊƻǳǇΩǎ ŎƻƳǇŀƴƛŜǎ ŀƴŘ 

ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǎǘǊŀǘŜƎȅΣ ƛƴŎƭǳŘƛƴƎ ƛǘǎ Ƴerger and acquisition initiatives. 

ANDREJ CHRZANOWSKI 

Member of the Board of Directors, Group Head of R&D and Technical Functions 

Mr. Chrzanowski graduated from the Mechanical Engineering department at the Czech 

Technical University in Prague in 2002. From 2002 to 2006, he held technical and managerial 

positions in the research and development centre of Ingersoll Rand in the Czech Republic. 

From 2006 to 2013, he was the Technical Director of the Czech company Wikov. From 2013 to 

2015, he was the Technical Director at CZUB. Since 2016 to 2019, he served as the Chief 

Executive Officer of CARDAM, and since 2018 he has been a member of the supervisory board 

of the Major Shareholder and member of the Academy Assembly of the Czech Academy of 

Sciences. 

Mr. Chrzanowski is primarily responsible for R&D and technical functions across the Group. 

W!b ½!WN/ 

Member of the Board of Directors 

Wŀƴ ½ŀƧƝŎ ƎǊŀŘǳŀǘŜŘ ƛƴ 9ŎƻƴƻƳƛŎǎ ŀƴŘ aŀƴŀƎŜƳŜƴǘ ŀǘ ǘƘŜ CŀŎǳƭǘȅ ƻŦ .ǳǎƛƴŜǎǎ ŀƴŘ 9ŎƻƴƻƳƛŎǎ 

of Mendel University in Brno. Prior to joining CZUB, he held various managerial positions in 

industrial companies in the Czech Republic and abroad. He started his career in Fatra, the 

plastic producer based in Napajedla, then in the Continental Barum plants in Otrokovice and 

tǵŎƘƻǾΣ {ƭƻǾŀƪƛŀΦ Lƴ ǘƘŜ Continental Group, he held various positions in the financial 

management and controlling at the production plant in Kuala Lumpur, Malaysia, and 

ǎǳōǎŜǉǳŜƴǘƭȅ ŀǘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƘŜŀŘǉǳŀǊǘŜǊǎ ƛƴ IŀƴƴƻǾŜǊΣ DŜǊƳŀƴȅΦ aǊΦ ½ŀƧƝŎ Ƙŀǎ ōŜŜƴ 

working at CZUB as is chief financial officer since 2019. Since November 2020, he has served 

as chief executive officer and chairman of the Board of Directors of CZUB. 

aǊΦ ½ŀƧƝŎ ǊŜǇǊŜǎŜƴǘǎ /½¦.Σ ǘƘŜ ƪŜȅ ƻǇŜǊŀǘƛƴƎ ŜƴǘƛǘȅΣ ƻƴ ǘƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎΦ 

![L/9 th[¦/Ih±# 

Vice-Chairman of the Board of Directors 
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aǊǎΦ tƻƭǳŎƘƻǾł Ƙŀǎ ŀ aŀǎǘŜǊΩǎ ŘŜƎǊŜŜ ƛƴ aŀƴŀƎŜƳŜƴǘ ŦǊƻƳ ǘƘŜ .ǳǎƛƴŜǎǎ /ƻƭƭŜƎŜ ƻŦ ǘƘŜ {ƛƭŜǎƛŀƴ 

¦ƴƛǾŜǊǎƛǘȅΣ YŀǊǾƛƴłΣ /ȊŜŎƘ wŜǇǳōƭƛŎΦ {ƘŜ ƧƻƛƴŜŘ ǘƘŜ DǊƻǳǇ ŘƛǊŜŎǘƭȅ ŀŦǘŜǊ ƘŜǊ ƎǊŀŘǳŀǘƛƻƴ ƛƴ мффрΣ 

as the Export Sales Manager in the Czech Republic. She relocated to the United States in 1998 

and became the Vice President and Treasurer of the newly established CZ-USA. In 2004 she 

was appointed to the positions of President and Chief Executive Officer of CZ-USA. Mrs. 

tƻƭǳŎƘƻǾł Ƙŀǎ ōŜŜƴ ƛƴǎǘǊǳƳental in the growth of CZ-USA, which has helped transform the 

Group into a sizeable player in the small arms market. She has established a strong team that 

ƛǎ Ŏƻƴǘƛƴǳƻǳǎƭȅ ƎǊƻǿƛƴƎ ǘƘŜ DǊƻǳǇΩǎ ǇǊŜǎŜƴŎŜ ŀƴŘ ǊŜŎƻƎƴƛǘƛƻƴ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΦ 

aǊǎΦ tƻƭǳŎƘƻǾł ǊŜpresents the North American activities in the Board of Directors of the 

Group. 

DAVID AGUILAR 

Member of the Board of Directors 

aǊΦ !ƎǳƛƭŀǊ ǊŜǘƛǊŜŘ ŦǊƻƳ Ƙƛǎ ŎŀǊŜŜǊ ƛƴ ǘƘŜ ¦Φ{Φ DƻǾŜǊƴƳŜƴǘΩǎ ǎŜǊǾƛŎŜ ƻƴ ом aŀǊŎƘ нлмо ǿƘŜǊŜ 

he served 35 years with U.S. Customs and Border Protection and the United States Border 

Patrol, acquiring a wealth of knowledge and experience in border law enforcement and 

administration, domestic and international policing, strategy, tactics, and policy development. 

He served the last three and a half years of his career as the Acting Commissioner of U.S. 

Customs and Border Protection, the highest-ranking career officer in the U.S. largest federal 

law enforcement organization. 

aǊΦ !ƎǳƛƭŀǊΩǎ ƭŜŀŘŜǊǎƘƛǇΣ ǇǊƻŦŜǎǎƛƻƴŀƭ ƛƴǘŜƎǊƛǘȅ ŀƴŘ ŎƻƳƳƛǘƳŜƴǘ ǘƻ excellence have earned 

ƘƛƳ ƴǳƳŜǊƻǳǎ ŀǿŀǊŘǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ tǊŜǎƛŘŜƴǘƛŀƭ wŀƴƪ !ǿŀǊŘ ƛƴ нллуΣ ǘƘŜ tǊŜǎƛŘŜƴǘΩǎ 

Excellence Award in 2005, the Department of Homeland Security Distinguished Service Medal, 

the Washington Homeland Security Roundtable Lifetime Achievement Award, and the Institute 

for Defence and Government Advancement Lifetime Achievement Award. Currently, besides 

his role in the Group, David is a Principal at Global Security and Innovative Strategies, where 

he advises clients on a broad range of national homeland and international security matters 

including border security and logistics, global trade and commerce, supply chain management 

and security, risk management, viability assessments, and strategic planning and 

implementation. Mr. Aguilar focuses on tailoring global risk management solutions related to 

supply chain security, customs compliance, and all issues related to border protection at and 

between international ports of entry. 

Mr. Aguilar acts as an independent, non-executive member of the Board of Directors. 

W!b! w®¿L2Yh±# 

Member of the Board of Directors 

aǊǎΦ wǻȌƛőƪƻǾł ƎǊŀŘǳŀǘŜŘ ŦǊƻƳ ǘƘŜ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ 9ŎƻƴƻƳƛŎǎ ƛƴ tǊŀƎǳŜΦ {ƘŜ Ƙŀǎ ōŜŜƴ ŜƴƎŀƎŜŘ 

in several companies which belong to the portfolio of the EHC (majority shareholder of the 

Major Shareholder) since 1996 and the Group specifically, since 1997. She acts as the key 

economics expert and is responsible for audit, accounting, tax and legal matters of the Group. 

She specializes in corporate restructuring and M&A transactions. She is a member of the 

supervisory boards and boards of directors of several companies within the Group. 
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The table below sets forth principal activities performed by members of the Board of Director 
outside the Company where these are significant with respect to the Company: 

Name 
 

Position held 
 

[ǳōƻƳƝǊ 
YƻǾŀǌƝƪ 

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ς chairman of the board of directors 

Jan Drahota 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ς member of the board of directors 
2Ŝǎƪł ȊōǊƻƧƻǾƪŀ 5ŜŦŜƴŎŜ {9 ς chairman of the board of directors 
29t{Σ ŀΦǎΦ ς member of the supervisory board 
29t{Σ ŀΦǎΦ ς member of the audit committee 
DCF Partners, s.r.o. ς executive 
hypo360.cz, SE ς member of the board of directors 
Zero Emissions Debt Finance, a.s. ς statutory director 
Zero Emissions Debt Finance, a.s. ς chairman of the administrative board 

Andrej 
Chrzanowski 

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ς supervisory board member 
YƴƻŦƭƝƪłǌǎƪȇ ǇǊǻƳȅǎƭ ¿ƛǊƻǾƴƛŎŜ ŀΦǎΦ ς supervisory board member 
Moran Investment, a.s. ς supervisory board member 
Nadace RUDOLF ς administrative board member 
CZ-SKD Solutions a.s. - Supervisory Board member 

Wŀƴ ½ŀƧƝŎ ITeuro, a.s. ς chairman of the supervisory board 

!ƭƛŎŜ tƻƭǳŎƘƻǾł None 

David Aguilar U.S. Border Patrol Foundation ς board of directors member 
Global Security and Innovative Strategies ς principal 
Homeland Security Dialogue ς forum advisory board member 
University of Houston ς Borders, Trade, and Immigration Institute External Advisory 
Board member 
Drone Aviation Holding Corp-chairman of the board 
SAP NS2 advisory board member 
Aviation Holding Corp-board of directors member 

Wŀƴŀ wǻȌƛőƪƻǾł AUTO-CZ International a.s. - member of the supervisory board 
Minezit SE - sole member of the board of directors 
RAIL CARGO a.s. - sole member of the board of directors 
CZ AGRO Servis a.s. - member of the supervisory board 
M&H Management a.s. - statutory director 
Kykulin Trade a.s. - sole member of the board of directors 
Silesia Invest SE - sole member of the board of directors 
IT eCompany Management a.s. - member of the supervisory board 

CHANGES IN THE BOARD OF DIRECTORS IN 2020 

aǊΦ Wŀƴ ½ŀƧƝŎΣ ǿƘƻ ƛǎ ŀƭǎƻ ǘƘŜ /ƘŀƛǊƳŀƴ ƻŦ ǘƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ ŀƴŘ /9h ƻŦ ǘƘŜ DǊƻǳǇΩǎ 

ǎǳōǎƛŘƛŀǊȅ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦ ǎΦΣ ōŜŎaƳŜ ǘƘŜ ƴŜǿ ƳŜƳōŜǊ ƻŦ ǘƘŜ DǊƻǳǇΩǎ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ 

with effect from November 24, 2020. In the Group's Board of Directors, he replaced Ladislav 

.Ǌƛǘŀƶłƪ ǿƘƻ ǊŜǎƛƎƴŜŘ ŦǊƻƳ ǘƘƛǎ Ǉƻǎƛǘƛƻƴ ŀǎ ŀǘ ǘƘŜ ǎŀƳŜ date. 
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SUPERVISORY BOARD 

The Supervisory Board is an independent body of the Company that primarily oversees the 

Board of Directors. The Supervisory Board may not, under the Czech Corporations Act and the 

Articles of Association make management decisions. However, certain key decisions of the 

Board of Directors are subject to prior approval of the Supervisory Board. The business address 

ƻŦ ŜŀŎƘ ƳŜƳōŜǊ ƻŦ ǘƘŜ {ǳǇŜǊǾƛǎƻǊȅ .ƻŀǊŘ ƛǎ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ 

1, the Czech Republic. 

The Articles of Association provide that the Supervisory Board consists of three members that 

are elected and recalled by the General Meeting. A member of the Supervisory Board is 

appointed for a period of five years. A member of the Supervisory Board may be reappointed. 

The General Meeting may recall a member of the Supervisory Board at any time. The 

Supervisory Board appoints its Chairman from amongst its members. Members of the 

Supervisory Board cannot simultaneously be a member of the Board of Directors. 

The Supervisory Board constitutes a quorum if a majority of its members is present or 

otherwise takes part in a meeting. The Supervisory Board adopts a decision by a majority vote 

of all its members. Members of the Supervisory Board may participate in the Supervisory Board 

meetings through telephone or other remote means. When necessary a decision may be made 

by the Supervisory Board without holding a meeting. 

In accordance with the Articles of Association, meetings of the Supervisory Board are called 

by the Chairman of the Supervisory Board. Members of the Supervisory Board are required to 

attend General Meetings. 

The following table sets out the name and principal position of each member of the 
Supervisory Board: 

Name Position 

Commencement  

of Current Term  

of Office 

Date of 

Expiration of 

Current Term  

of Office 

wŜƴŞ IƻƭŜőŜƪ 
Chairman of the Supervisory 

Board 
17 January 2020 17 January 2025 

±ƭŀŘƛƳƝǊ 5ƭƻǳƘȇ 
Member of the Supervisory 

Board 
17 January 2020 17 January 2025 

±ŠǎƭŀǾŀ 

tƛŜƎȊƻǾł 

Member of the Supervisory 

Board 
17 January 2020 17 January 2025 
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w9b; Ih[929Y 

Chairman of the Supervisory Board 

aǊΦ IƻƭŜőŜƪ ƎǊŀŘǳŀǘŜŘ ŦǊƻƳ 5ŜǇŀǊǘƳŜƴǘ ƻŦ 9ŎƻƴƻƳƛŎǎ ŀƴŘ aŀƴŀƎŜƳŜƴǘ ƛƴ ƳŜǘŀƭƭǳǊƎȅ ŀǘ ǘƘŜ 

¢ŜŎƘƴƛŎŀƭ ¦ƴƛǾŜǊǎƛǘȅ ƛƴ hǎǘǊŀǾŀΦ Lƴ мффлΣ ƘŜ ǎǘŀǊǘŜŘ Ƙƛǎ ŎŀǊŜŜǊ ƛƴ ōŀƴƪƛƴƎ ǿƻǊƪƛƴƎ ŀǘ YƻƳŜǊőƴƝ 

banka and Pragobanka in various ŜȄŜŎǳǘƛǾŜ ǇƻǎƛǘƛƻƴǎΦ {ƛƴŎŜ мффпΣ aǊΦ IƻƭŜőŜƪ Ƙŀǎ ōŜŎƻƳŜ ŀƴ 

ŜƴǘǊŜǇǊŜƴŜǳǊ ŀƴŘ ƛƴŘǳǎǘǊƛŀƭƛǎǘ ƛƴǾŜǎǘƻǊΦ IŜ ǿŀǎ ǇŀǊǘ ƻŦ ǘƘŜ ƭŀƴŘƳŀǊƪ ǇǊƛǾŀǘƛȊŀǘƛƻƴ ƻŦ ¢ǌƛƴŜŎƪŞ 

ȌŜƭŜȊłǊƴȅ ŀƴŘ ǎƛƴŎŜ ǘƘŜƴ ƘŜ Ƙŀǎ ōǳƛƭǘ ŀƴ ƻǳǘǎǘŀƴŘƛƴƎ ƛƴŘǳǎǘǊƛŀƭ ǘǊŀŎƪ ǊŜŎƻǊŘΦ ¢ƻƎŜǘƘŜǊ ǿƛǘƘ Ƙƛǎ 

business partner at the time, he bought CZUB when it was on the verge of bankruptcy and 

managed to turn around the business to become one of the leading small arms manufacturers 

worldwide. Since 2014, he controls the vast majority of the CompanyΩǎ ǎƘŀǊŜǎΦ 

VLADIMNw 5[h¦Iº 

Member of the Supervisory Board 

aǊΦ 5ƭƻǳƘȇ ƛǎ ŀ ƎǊŀŘǳŀǘŜ ƻŦ ǘƘŜ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ 9ŎƻƴƻƳƛŎǎ ƛƴ tǊŀƎǳŜΦ IŜ ǎǳōǎŜǉǳŜƴǘƭȅ ŜŀǊƴŜŘ ŀ 

Master of Business Administration degree at the Catholic University of Louvain, Belgium in 

1978 and pursued postgraduate studies in mathematical statistics and probability at Charles 

University in Prague. 

aǊΦ 5ƭƻǳƘȇ ōŜƎŀƴ Ƙƛǎ ǇǊƻŦŜǎǎƛƻƴŀƭ ŎŀǊŜŜǊ ŀǎ ŀ ƭŜŎǘǳǊŜǊΦ Lƴ мфуоΣ ƘŜ ƳƻǾŜŘ ǘƻ ǘƘŜ /ȊŜŎƘƻǎƭƻǾŀƪ 

Academy of Sciences as a researcher and later became Deputy Director of the Forecasting 

LƴǎǘƛǘǳǘŜΦ Lƴ мфуфΣ aǊΦ 5ƭƻǳƘȇ ǿŀǎ ƛƴǾƛǘŜŘ ōȅ ±łŎƭŀǾ IŀǾŜƭ ǘƻ Ƨƻƛƴ ǘƘŜ ŦƛǊǎǘ Ǉƻǎǘ-communist 

government and until 1992 he served as the Minister of Economy of Czechoslovakia. After the 

split of the country, he served as Minister of Industry and Trade of the Czech Republic until 

June 1997. Simultaneously, he was a member of the Czech Parliament and vice-chairman of 

Civic Democratic Alliance, which was part of the governing coalition. 

In 1997, he announced his departure from politics and currently serves as an International 

Advisor for Central and Eastern Europe at Goldman Sachs. Between 1997 and 2010, he served 

as a Senior Advisor to ABB Group, covering Central Europe and later the Czech Republic 

exclusively. He also served as a non-executive director, for KSK Power Ventur, Hyderabad, 

India. Currently, he is also a member of the Advisory Board for Meridiam Infrastructure, Paris, 

France, and of the Supervisory Board of Kooperativa, Prague, Czech Republic. Since 2014, he 

has been the president of the Czech Chamber of Commerce. 

aǊΦ 5ƭƻǳƘȇ ƛǎ ŀƭǎƻ ŀƴ !ǎǎƻŎƛŀǘŜ tǊƻŦŜǎǎƻǊ ƻŦ aŀŎǊƻŜŎƻƴƻƳƛŎǎ ŀƴŘ 9ŎƻƴƻƳƛŎ tƻƭƛŎȅ ŀǘ /ƘŀǊƭŜǎ 

University in Prague. Between 2000 and 2011, he was a member the Board of International 

Overseers at the Illinois Institute of Technology, Chicago, USA. He is also a member of the 

Trilateral Commission and in the past he was a Deputy Chairman of its European Group. From 

2009 to 2012, he was a member of the European Advisory Group to the Managing Director of 

the International Monetary Fund. 

aǊΦ 5ƭƻǳƘȇ ƛǎ ŀƴ ŀǳǘƘƻǊ ƻŦ ƴǳƳŜǊƻǳǎ ǇǳōƭƛŎŀǘƛƻƴǎΦ 

±={[!±! tL9D½h±# 

Member of the Supervisory Board 

Lƴ мфтуΣ aǊǎΦ tƛŜƎȊƻǾł ƎǊŀŘǳŀǘŜŘ ŦǊƻƳ ǘƘŜ ±~.Σ ¢ŜŎƘƴƛŎŀƭ ¦ƴƛǾŜǊǎƛǘȅ ƛƴ hǎǘǊŀǾŀΣ CŀŎǳƭǘȅ ƻŦ 

9ŎƻƴƻƳƛŎǎΦ CǊƻƳ мфту ǘƻ мффсΣ ǎƘŜ ǿŀǎ ŜƳǇƭƻȅŜŘ ŀǘ ¢yLb9/Y; ¿9[9½#wb¸Σ ŀΦ ǎΦ ƛƴ ¢ǌƛƴŜŎΣ 
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initially, as a member of the accounting and reporting department and later became a leader 

of the team responsible for the implementation of the financial and controlling systems. In 

1996, she was appointed as chief financial officer of Vesuvius CR, a producer of isostatic 

pressed refractory for steel industry. At the same time, she began an MBA programme at the 

Ostrava branch of the Open University of London and eventually completed her degree at 

Newport International University. In 2ллмΣ ǎƘŜ ǊŜǘǳǊƴŜŘ ǘƻ ¢yLb9/Y; ¿9[9½#wb¸Σ ŀΦ ǎΦ ŀǎ ǘƘŜ 

Director for Strategy of Moravia Steel and also a member of the management board. From 

2005 to 2006, she also served as the General Manager of Barrandov Studios, which also 

ōŜƭƻƴƎŜŘ ǘƻ ǘƘŜ ¢yLb9/Y; ¿9[9½#wb¸Σ ŀΦ ǎΦ ƎǊƻǳǇΦ CǊƻƳ нллт ǘƻ нлмлΣ aǊǎΦ tƛŜƎȊƻǾł ōŜŎŀƳŜ 

ŎƘƛŜŦ ŦƛƴŀƴŎƛŀƭ ƻŦŦƛŎŜǊ ŀƴŘ ŎƘŀƛǊƳŀƴ ƻŦ ǘƘŜ ōƻŀǊŘ ƻŦ ŘƛǊŜŎǘƻǊǎ ƻŦ 2ŜǎƪŞ ƭƻŘŠƴƛŎŜ ŀΦǎΦ ƛƴ 5ŠőƝƴΣ ŀ 

former ship-ōǳƛƭŘƛƴƎ ŎƻƳǇŀƴȅΦ ¢ƘŜƴ ƛƴ нлмлΣ ǎƘŜ ōŜŎŀƳŜ /Ch ŀǘ 2ŜǎƪŞ ƭƻŘŠƴƛŎŜ ǘƻ .ŀǊƪƳŜǘ 

a.s., also a ship-ōǳƛƭŘƛƴƎ ŎƻƳǇŀƴȅΦ Lƴ нлмоΣ aǊǎΦ tƛŜƎȊƻǾł ƧƻƛƴŜŘ /½¦. ŀǎ ƛǘǎ ŎƘƛŜŦ ŦƛƴŀƴŎƛŀƭ 

officer and later became the Vice-/ƘŀƛǊƳŀƴ ƻŦ ƛǘǎ ōƻŀǊŘ ƻŦ ŘƛǊŜŎǘƻǊǎΦ Lƴ нлнлΣ aǊǎΦ tƛŜƎȊƻǾł 

became a member of the Supervisory Board. 

The table below sets forth principal activities performed by members of the Supervisory 
Board outside the Company where these are significant with respect to the Company: 

Name Position held 

wŜƴŞ IƻƭŜőŜƪ RAIL CARGO a.s. ς supervisory board member 
TRX, s.r.o. ς executive 
Minezit SE ς supervisory board member 
Silesia Invets SE ς supervisory board member 
EHC ς supervisory board member 
2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ς supervisory board member 
2Ŝǎƪł ȊōǊƻƧƻǾƪŀ 5ŜŦŜƴŎŜ {9 ς supervisory board member 
BAZADO s.r.o. ς partner 

±ƭŀŘƛƳƝǊ 5ƭƻǳƘȇ Goldman Sachs ς International Advisor for Central Eastern Europe 
Czech Chamber of Commerce ς President 
Meridiam Infrastructure ς Advisory Board member 
YƻƻǇŜǊŀǘƛǾŀ ǇƻƧƛǑǙƻǾƴŀΣ ±ƛŜƴƴŀ LƴǎǳǊŀƴŎŜ DǊƻǳǇ ς supervisory board 
member 
Nadace BOHEMIAE, in liquidation ς member of the Administrative Board 
±ȇȊƪǳƳƴȇ ǵǎǘŀǾ ǇǊƻ ǇƻŘƴƛƪłƴƝ ŀ ƛƴƻǾŀŎŜΣ ȊΦǵΦ ς member of the 
Administrative Board 
Nadace Academia Medica Pragensis - auditor, Tatra Aerospace, a.s. ς 
member of the Board of Directors 

±ŠǎƭŀǾŀ tƛŜƎȊƻǾł CZ-AUTO SYSTEMS a.s. ς supervisory board member 

AUDIT COMMITTEE 

The majority of members of the Audit Committee are required to be independent and 

professionally qualified pursuant to applicable provisions of the Czech Act No. 93/2009 Coll., 

on Auditors, as amended, and at least one member of the Audit Committee is required to be 

a current or former statutory auditor or a person whose knowledge and previous experience 

in the area of accounting entail the presumption and proper performance of the functions of 

a member of the Audit Committee, with respect to the business of the Company. The chairman 

of the Audit Committee is required to be independent pursuant to applicable provisions of the 
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Czech Act on Auditors. The business address of each member of the Audit Committee is at 

hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ /ȊŜŎƘ wŜǇǳōƭƛŎΦ 

The Articles of Association provide that the Audit Committee consists of three members that 

are appointed for a period of five years. A member of the Audit Committee may be 

reappointed. No member of the Audit Committee may be a member of the Board of Directors. 

The powers, responsibilities and decision-making process of the Audit Committee are defined 

by the Articles of Association, the Czech Act on Auditors and the rules of procedure of the 

Audit Committee. 

Key responsibilities and powers of the Audit Committee include, inter alia, monitoring the 

effectiveness of the CompanyΩǎ ƛƴǘŜǊƴŀƭ ŎƻƴǘǊƻƭ ŀƴŘ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǎȅǎǘŜƳΣ ǘƘŜ 

effectiveness of the CompanyΩǎ ƛƴǘŜǊƴŀƭ ŀǳŘƛǘ ŀƴŘ ŜƴǎǳǊƛƴƎ its functional independence; the 

process of preparation of the CompanyΩǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ŀƴŘ ƴƻƴ-consolidated financial 

statements; and the statutory audit process. 

The following table sets out the name and principal position of each member of the Audit 
Committee: 

Name Position 

Commencement 

of Current Term 

of Office 

Date of Expiration  

of Current Term  

of Office 

±ŠǎƭŀǾŀ tƛŜƎȊƻǾł  
Chairman of the Audit 
Committee 

17 January 2020 17 January 2025 

5ŀǾƛŘ hƴŘǊƻǳǑŜƪ  
Member of the Audit 
Committee 

17 January 2020 17 January 2025 

¢ƻƳłǑ aŀŎƘǳőŀ  
Member of the Audit 
Committee 

17 January 2020 17 January 2025 

 

5!±L5 hb5wh¦~9Y 

Member of the Audit Committee 

aǊΦ hƴŘǊƻǳǑŜƪ ǿƻǊƪŜŘ ŦƻǊ ƳƻǊŜ ǘƘŀƴ ǘŜƴ ȅŜŀǊǎ ƛƴ 5ŜƭƻƛǘǘŜΩǎ !ǳŘƛǘ 5ŜǇŀǊǘƳŜƴǘΣ ŦƻƭƭƻǿŜŘ ōȅ 

10 months in the ²hh5 ϧ /ƻƳǇŀƴȅ CƛƴŀƴŎŜ 5ŜǇŀǊǘƳŜƴǘ ŀƴŘ ƛǎ ŎǳǊǊŜƴǘƭȅ ǿƻǊƪƛƴƎ ǿƛǘƘ {ǘŀƴŠƪΣ 

¢ƻƳƝőŜƪ ϧ tŀǊǘƴŜǊǎ ǘŀȄ ƻŦŦƛŎŜǎΦ aǊΦ hƴŘǊƻǳǑŜƪ ƛǎ ŀ ƭƛŎŜƴǎŜŘ ŀǳŘƛǘƻǊ ƻŦ ǘƘŜ /ƘŀƳōŜǊ ƻŦ !ǳŘƛǘƻǊǎ 

of the Czech Republic and a member of the international professional organization Association 

of Chartered Certified Accountants. In addition to providing audit services, he focuses 

primarily on IFRS and transfer pricing advice. 
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¢ha#~ a!/I¦2! 

Member of the Audit Committee 

aǊΦ aŀŎƘǳőŀ ƎǊŀŘǳŀǘŜŘ ŦǊƻƳ ǘƘŜ CŀŎǳƭǘȅ ƻŦ [ŀǿ ŀǘ aŀǎŀǊȅƪ ¦ƴƛǾŜǊǎƛǘȅ ƛƴ Brno, in 2013 and 

ŦǊƻƳ ǘƘŜ CŀŎǳƭǘȅ ƻŦ aŀƴŀƎŜƳŜƴǘ ŀƴŘ 9ŎƻƴƻƳƛŎǎ ŀǘ ¢ƻƳŀǎ .ŀǘŀ ¦ƴƛǾŜǊǎƛǘȅ ƛƴ ½ƭƝƴΣ ƛƴ нлмтΦ 

After his studies at Faculty of Law, he started his career as a company lawyer at CZUB. He 

currently holds the position of Head of the Legal Department and also acts as corporate 

secretary. In addition, he is responsible for corporate compliance and the protection of 

personal data at CZUB. 

As of the date of this Report, the members of the Audit Committee did not perform any 

principal activities outside the Company where these are significant with respect to the 

CompanyΣ ǿƛǘƘ ǘƘŜ ŜȄŎŜǇǘƛƻƴ ƻŦ ±ŠǎƭŀǾŀ tƛŜƎȊƻǾł ǎǘŀǘŜŘ ŀōƻǾŜΦ 

Remuneration Committee 

The key function of the Remuneration Committee is to ensure integrity and fairness of the 

remuneration system for senior management of the Group. 

Committee for the Assessment of Strategic Investments 

The key task of the Committee for the Assessment of Strategic Investments is to approve and 

review proposals of the senior management for potential M&A transactions and/or joint 

venture initiatives in order to ensure the industrial logic and desired financial benefits for the 

Group. 

Regulatory and Ethics Committee 

The Regulatory and Ethics Committee is responsible for implementing the Code of Ethics and 

the Code of Conduct within the Group and for overseeing compliance with the Code of Ethics 

and the Code of Conduct. 

Conflicts of Interest 

There are no conflicts of interest between the duties of the members of the Board of Directors, 

Supervisory Board Members, Audit Committee Members and other senior managers to the 

Company and their private interests or other duties. 



 

94 

Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 
14. Related Party Disclosures 
 

REPORT OF THE BOARD OF DIRECTORS OF CZG - 29{Y# ½.whWh±Y! Dwh¦t {9Σ 

²L¢I L¢{ w9DL{¢9w95 hCCL/9 !¢ ht[9¢![h±! мнупκотΣ bh±; a={¢hΣ ммл лл tw!D¦9 м 

COMPANY ID: 291 51 961 

ON RELATIONS BETWEEN RELATED PARTIES FOR THE YEAR 2020 

According to Section 82 of Act No. 90/2012 Coll., On Business Corporations, the Board of 

Directors of CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 όƘŜǊŜƛƴŀŦǘŜǊ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǘƘŜ ά/ƻƳǇŀƴȅέύΣ ǿƛǘƘ 

ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ ŎƻƳǇŀƴȅ L5 нфм рм 

961, acting with due managerial care, took all possible steps to identify the controlling entities 

and entities controlled by the controlling entity with the following result: 

1. CONTROLLING ENTITY 

¢ƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ ǎǘŀǘŜǎ ǘƘŀǘ ǘƘŜ ŘƛǊŜŎǘƭȅ ŎƻƴǘǊƻƭƭƛƴƎ Ŝƴǘƛǘȅ ƛǎ 2Ŝǎƪł ȊōǊƻƧƻǾƪa Partners 

{9Σ ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ ŎƻƳǇŀƴȅ 

ID: 058 51 777.  

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ƻǿƴǎ ƳƻǊŜ ǘƘŀƴ мл҈ ƻŦ ǘƘŜ /ƻƳǇŀƴȅϥǎ ǎƘŀǊŜǎΦ  

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ŎƻƴǘǊƻƭǎ /½D - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ SE through its voting rights 

at the General Meeting of the Company.   

¢ƘŜ ŘƛǊŜŎǘ ŎƻƴǘǊƻƭƭƛƴƎ Ŝƴǘƛǘȅ ƻŦ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ƛǎ 9ǳǊƻǇŜŀƴ IƻƭŘƛƴƎ /ƻƳǇŀƴȅΣ {9Σ 

ǿƘƛŎƘ ǇŜǊŦƻǊƳǎ ƛƴŦƭǳŜƴŎŜ ƻǾŜǊ ǘƘŜ /ƻƳǇŀƴȅ ǘƘǊƻǳƎƘ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9Φ  

The role of controlled entity within the holding entity: 

CZG ς 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ƛǎ ŀ ǇŀǊǘ ƻŦ ƘƻƭŘƛƴƎ Ŝƴǘƛǘȅ ƛƴ ǿƘƛŎƘ ƛǘ ƛǎ ŦƻŎǳǎŜŘ ƻƴ ǇǊƻŘǳŎǘƛƻƴ 

and sale of firearms and tactical accessories for military and law enforcement, personal 

defence, hunting, sport shooting and other civilian uses. 

Method and Means of Control 

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 ŀǎ ŀ ƳŀƧƻǊƛǘȅ ǎƘŀǊŜƘƻƭŘŜǊ ŜȄŜǊŎƛǎŜǎ ƛǘǎ ŎƻƴǘǊƻƭ ƻǾŜǊ /½D ς 2Ŝǎƪł 

zbrojovka Group SE through the General Meeting of Shareholders, it is has one representative 

in the Supervisory Board and 0 representative in the audit committee.  

Overview of mutual relations with the controlling entity: 

In 2020, the following transactions took place between CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ŀƴŘ 

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9Υ  

On 31 January 2020, an Agreement on the provision of services was concluded with effect from 

1 February 2020, on the basis of which the /ƻƳǇŀƴȅ ǇǊƻǾƛŘŜǎ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9 

with accounting services. CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ǇŀƛŘ ŀƴ ŀǇǇǊƻǾŜŘ ŘƛǾƛŘŜƴŘ ƛƴ нлнл 

for the year 2019. 
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2. SUBSIDIARIES 

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀǎΣ ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ {ǾŀǘΦ 2ŜŎƘŀ мнуоΣ суу лм ¦ƘŜǊǎƪȇ Brod, 

company ID: 463 45 965 

/½ 9ȄǇƻǊǘ tǊŀƘŀΣ ǎΦǊΦƻΣ ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ ¦ƘŜǊǎƪȇ .ǊƻŘΣ {ǾŀǘΦ 2ŜŎƘŀ мнуоΣ суу нтΣ 

company ID: 494 51 961 

EHC-пaΣ {9Σ ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ 

company ID: 037 97 198 

/½D ±L. ǎΦǊΦƻΦΣ ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ 

company ID 072 05 520  

CZG-2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ LƴǘŜǊƴŀǘƛƻƴŀƭ ǎΦǊΦƻΦΣ ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ 

мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ ŎƻƳǇŀƴȅ ID: 072 05 392  

CZ-US HOLDINGS, INC., a company incorporated and existing under the laws of the United 

States of America, with its registered office at State of Kansas, 750 Commerce Plaza II, 7400 

West 110th Street, City of Overland Park, County of Johnson, State of Kansas, 66210, No. C 83-

2954264.  

Overview of mutual relations with subsidiaries: 

29{Y# ½.whWh±Y! !Φ{Φ 

Lƴ нлнлΣ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ǇŀƛŘ ǘƘŜ ŀǇǇǊƻǾŜŘ ŘƛǾƛŘŜƴŘ ŦƻǊ нлмфΦ 

On 31 October 2019, two agreements on the assignment of receivables were concluded 

ōŜǘǿŜŜƴ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ  ŀǎ ǘƘŜ ŀǎǎƛƎƴƻǊ ŀƴŘ ǘƘŜ /ƻƳǇŀƴȅ ŀǎ ǘƘŜ ŀǎǎƛƎƴŜŜ ǿƛǘƘ ŀ ƳŀǘǳǊƛǘȅ 

on 30 June 2020. The liability was paid by the Company on 20 April 2020. 

On 26 November 2019, an Agreement on the provision of services was concluded with effect 

ŦǊƻƳ м WŀƴǳŀǊȅ нлнлΣ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǿƘƛŎƘ ǘƘŜ /ƻƳǇŀƴȅ ǇǊƻǾƛŘŜǎ ŎƻƴǎǳƭǘƛƴƎ ǎŜǊǾƛŎŜǎ ǘƻ 2Ŝǎƪł 

zbrojovka a.s.  

On 24 November 2020, a Contract on the sublease of a vehicle for a definite period until 31 

December 2020 was concluded. 

On 30.12.2020, a Contract on the sublease of the vehicle for a definite period until 31 October 

2021 was concluded. 

CZ EXPORT PRAHA, S.R.O. 

On 31 December 2019, an Agreement on the provision of services was concluded with effect 

from 1 January 2020, on the basis of which the Company provides consulting services to CZ 

Export Praha, s.r.o. 

The company CZ Export Praha, s.r.o. paid the approved dividend for 2019 in 2020.  

EHC-4M, SE 

On 31 January 2020, a Service Agreement was concluded with effect from 1 February 2020, on 

the basis of which the Company provides accounting services to EHC-4M, SE.  

On 29 July 2020, a loan was provided to EHC-4M, SE based on a Loan Agreement due on 

December 31, 2025.  
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On 31 August 2020, a loan was provided to EHC-4M, SE based on a Loan Agreement due on 31 

December 2025.  

On 14 September 2020, a loan was provided to EHC-4M, SE based on a Loan Agreement due 

on 31 December 2025.  

On 19 October 2020, a loan was provided to EHC-4M, SE based on a Loan Agreement due on 

31 December 2025.  

CZG VIB S.R.O. 

On 31 January 2020, an Agreement on the provision of services was concluded with effect from 

1 February 2020, on the basis of which the Company provides accounting services to CZG VIB 

s.r.o. 

CZG-29{Y# ½.whWh±Y! Dwh¦t Lb¢9wb!¢Lhb![ {ΦwΦhΦ 

On 31 January 2020, an Agreement on the provision of services was concluded with effect from 

1 February 2020, on the basis of which the Company provides accounting services to CZG-

2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ LƴǘŜǊƴŀǘƛƻƴŀƭ ǎΦǊΦƻΦ  

On 6 May 2020, an Agreement on the voluntary additional equity contribution was concluded. 

On 7 July 2020, an Agreement on the voluntary additional equity contribution was concluded. 

On 31 December 2020, a loan was provided to CZG-2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ LƴǘŜǊƴŀǘƛƻƴŀƭ ǎΦǊΦƻΦ 

on the basis of a Loan Agreement due on 31 December 2025.  

CZ-US HOLDINGS, INC. 

On 9 March 2020, a loan was provided to CZ-US HOLDINGS, INC based on the Loan Agreement  

due on 31 December 2025.  

On 7 December 2020, a loan was provided to CZ-US HOLDINGS, INC based on the Loan 

Agreement due on 31 December 2025.  

On 29 December 2020, a loan was provided to CZ-US HOLDINGS, INC based on a Loan 

Agreement due on 31 December 2025.  

3. RELATED COMPANIES 

4M SYSTEMS A.S.  

On 31 December 2019, an Agreement on the provision of services was concluded with effect 

from 1 January 2020, on the basis of which the Company provides consulting services to 4M 

SYSTEMS a.s.  

On 31 January 2020, an Agreement on the provision of services was concluded with effect from 

1 February 2020 on the basis of which the Company provides accounting services to 4M 

SYSTEMS a.s. 
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29{Y# ½.whWh±Y! 59C9b{9 {9 

On 31 January 2020, an Agreement on the provision of services was concluded with effect from 

1 FebrǳŀǊȅ нлнлΣ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǿƘƛŎƘ ǘƘŜ /ƻƳǇŀƴȅ ǇǊƻǾƛŘŜǎ ŀŎŎƻǳƴǘƛƴƎ ǎŜǊǾƛŎŜǎ ǘƻ 2Ŝǎƪł 

zbrojovka Defense SE. 

AUTO-CZ INTERNATIONAL A.S. 

On 31 January 2020, an Agreement on the provision of services was concluded with effect from 

1 February 2020, on the basis of which the Company the Company provides accounting 

services to AUTO-CZ International a.s. 

EUROPEAN HOLDING COMPANY, SE 

On 31 January 2020, a Service Agreement was concluded with effect from 1 February 2020, on 

the basis of which the Company provides accounting services to European Holding Company, 

SE. 

Other relations between the controlling entity and the entities controlled by the controlling 

entity are not known to the Board of Directors.  

No other agreements were concluded between the companies in the Group, except for those 

relating to the transactions listed above.  

In addition to the above, there were no acts committed in the last accounting period which 

were initiated or in the interest of the controlling entity or its controlled entities, if such 

conduct concerned assets exceeding 10% of the controlled entity's equity as determined in 

the last financial statements.  

Assessment of advantages and disadvantages arising from the relations between related 

parties 

CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 benefits from the relations between related parties as a result 

of the significant transactions mentioned above. The controlled has advantages from relations 

with related parties arising mainly from various synergies and benefits concerning the ability 

to use processes and access to financial knowledge, customer information and technical 

knowledge of the individual parties. The Board of Directors of CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 

is not aware of any disadvantages arising from relations between related parties. The 

Company's Board of Directors is also not aware of any risks for the Company that would result 

from these relations.  

Assessment of Detriment arising from the relations between related parties 

The Board of Directors of CZG ς 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘŜǊŜ Ƙŀǎ ōŜŜƴ ƴƻ 

detriment resulting from the relations between related parties. 
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In Prague on 10 March 2021 

 

 

 

 

______________________________ 

Wŀƴŀ wǻȌƛőƪƻǾł 

Member of the Board of Directors  

 

 

 

 

______________________________ 

Jan Drahota 

Vice-Chairman of the Board of Directors 
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15. Declaration of Persons Responsible the 

Annual Report 
 

 

To the best of our knowledge, we believe that this consolidated financial report gives a fair 

and true view of the DǊƻǳǇΩǎ financial position, business activities and results for the year 

ended 31 December 2020, and outlook for the development of DǊƻǳǇΩǎ financial situation, 

business activities and results. 

 

Prague, 30 April 2021 

 

 

Signed on behalf of the Board of Directors: 

 

 

 

 

 

______________________________ 

[ǳōƻƳƝǊ YƻǾŀǌƝƪ 

Chairman of the Board of Directors 

 

 

 

______________________________ 

Jan Drahota 

Vice-Chairman of the Board of Directors 
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16. Standalone Financial Statements for the 

Year Ended  

31 December 2020 
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STATEMENT OF FINANCIAL POSITION AS OF 31 DECEMBER 2020  
 
                     31 Dec 2020 2 Jan 2020 

  /½Y Ψллл /½Y Ψллл /½Y Ψллл 
  Brutto Netto Netto 
 TOTAL ASSETS 3 987 620 3 987 620 3 075 634 

B. Fixed assets 3 207 432 3 207 432 2 995 174 

B.III. Non-current financial assets 3 207 432 3 207 432 2 995 174 

B.III.1. 
Equity investments - controlled or 
controlling entity 

3 030 773 3 030 773 2 934 097 

B.III.2. 
Loans and borrowings - controlled or 
controlling entity 

176 659 176 659 61 077 

C. Current assets 779 682 779 682 80 460 

C.II. Receivables 28 160 28 160 57 637 

C.II.1. Long-term receivables 21 914 21 914 31 449 

C.II.1.2. State - tax payables and subsidies - - 8 000 

C.II.1.5. Receivables - other 21 914 21 914 23 449 

C.II.1.5.4. Sundry receivables 21 914 21 914 23 449 

C.II.2. Short-term receivables 6 246 6 246 26 188 

C.II.2.1. Trade receivables 4 989 4 989 3 

C.II.2.4. Receivables - other 1 257 1 257 26 185 

C.II.2.4.3. State - tax receivables 1 187 1 187 - 

C.II.2.4.4. Short-term prepayments made 70 70 - 

C.II.2.4.6. Sundry receivables - - 26 185 

C.III.2. Other current financial assets - - - 

C.IV. Cash 751 522 751 522 22 823 

C.IV.1. Cash on hand 53 53 2 

C.IV.2. Cash at bank 751 469 751 469 22 821 

D. Other assets 506 506 - 

D.1. Deferred expenses 506 506 - 

 
        31 Dec 2020 2 Jan 2020 

  /½Y Ψллл /½Y Ψллл 
 TOTAL LIABILITIES & EQUITY 3 987 620 3 075 634 

A. Equity 3 947 746 3 001 036 

A.I. Share capital 3 264 2 984 

A.I.1. Share capital 3 264 2 984 

A.II. Share premium and capital funds 2 340 455 1 528 735 

A.II.1. Share premium 811 720 - 

A.II.2. Capital funds 1 528 735 1 528 735 

A.II.2.1. Other capital funds 1 528 735 1 528 735 

A.IV. Retained earnings (+/-) 1 141 099 1 469 317 

A.IV.1. Accumulated profits or losses brought forward (+/-) 1 141 099 1 469 317 

A.V. Profit or loss for the current period (+/-) 462 928 - 

B. + C. Liabilities 16 147 74 594 

B.  Reserves 4 807 - 

B.IV. Other reserves 4 807 - 

C. Payables 11 340 74 594 

C.II. Short-term payables 11 340 74 594 

C.II.4. Trade payables 7 008 1 474 

C.II.6. Payables - controlled or controlling entity - 14 373 

C.II.8. Other payables  4 332 58 747 

C.II.8.3. Payables to employees 2 426 - 

C.II.8.4. Social security and health insurance payables 895 - 

C.II.8.5. State - tax payables and subsidies 1 011 1 019 

C.II.8.7. Sundry payables  - 57 728 

D. Other liabilities 23 727 4 

D.1. Accrued expenses 23 727 - 

D.2. Deferred income - 4 
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STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 2020 

    

  
Period from  
1 Feb 2020  

to 31 Dec 2020 

Period from  
1 Feb 2019  

to 31 Dec 2019   
/½Y Ψллл /½Y Ψллл 

I. Sales of products and services 40 396 -  

A. Purchased consumables and services 84 727 18 234 

A.2. Consumed material and energy 1 275 -  

A.3. Services 83 452 18 234 

D. Staff costs 33 100 -  

D.1. Payroll costs 26 264 -  

D.2. Social security and health insurance costs and other charges 6 836 -  

D.2.1. Social security and health insurance costs 6 836 -  

E. Adjustments to values in operating activities -  -7 400 

E.3. Adjustments to values of receivables -  -7 400 

F. Other operating expenses 4 968 7 

F.3. Taxes and charges 7 2 

F.4. 
Reserves relating to operating activities and complex deferred 
expenses 

4 807 -  

F.5. Sundry operating expenses 154 5 

*  Operating profit or loss (+/-) -82 399 -10 841 

IV. Income from non-current financial assets - equity investments 612 669 1 049 564 

IV.1. Income from equity investments - controlled or controlling entity 612 669 1 049 564 

G. Costs of equity investments sold -  42 336 

VI. Interest income and similar income 1 762 6 973 

VI.2. Other interest income and similar income 1 762 6 973 

VII. Other financial income 1 224 2 461 

K. Other financial expenses 70 328 2 393 

*  Social security and health insurance payables 545 327 1 014 269 

**  State - tax payables and subsidies 462 928 1 003 428 

L. Income tax -  1 363 

L.1. Due income tax -  1 363 

**  Profit or loss net of tax (+/-) 462 928 1 002 065 

***  Profit or loss for the current period (+/-) 462 928 1 002 065 

*  Net turnover for the current period 656 051 1 058 998 
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2020 

      

  Share capital 
Share premium 

and capital 
funds 

Accumulated 
profits or 

losses 
brought 
forward 

Profit or loss 
for the current 

period 

TOTAL 
EQUITY 

  /½Y Ψллл /½Y Ψллл /½Y Ψллл /½Y Ψллл /½Y Ψллл 

Balance at 1 February 2019 2 984 1 755 961 1 026 905 349 2 786 199 

Distribution of profit or loss - - 347 -349 -2 

Profit shares paid  - - -560 000 - -560 000 

Profit or loss for the current period  - -  - 1 002 065 1 002 065 

Balance at 31 December 2019 2 984 1 755 961 467 252 1 002 065 3 228 262 

Distribution of profit or loss - - 1 002 065 -1 002 065  - 

Balance at 1 January 2020 2 984 1 755 961 1 469 317 - 3 228 262 

Effect of transformation ς demerger by 
spin-off/amalgamation 

- -227 226  - - -227 226 

Balance at 2 January 2020 2 984 1 528 735 1 469 317 - 3 001 036 

Change in share capital ς public 
subscription of shares 

280 811 720  - - 812 000 

Profit shares paid - - -328 218 - -328 218 

Profit or loss for the current period - -  - 462 928 462 928 

Balance at 31 December 2020 3 264 2 340 455 1 141 099 462 928 3 947 746 
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2020 

     

     

   Period from 2 Jan 2020 
to 31 Dec 2020 

Period from 01 Feb 2019 
to 31 Dec 2019 

   /½Y Ψллл /½Y Ψллл 

P. Balance of cash at period beginning - before merger  22 823 881 849 
 

Cash acquired through merger  - 493 

P Balance of cash at period beginning  22 822 882 342 

(A) Cash flows from operating activities    

A.1 Operating income + 660 743 114 666 

A.1.1 Sales of products and services + 36 715 - 

A.1.3 Interest income + 662 5 925 

A.1.4 Profit shares received + 612 669 107 208 

A.1.5 VAT received + 7 734 - 

A.1.6 Other operating income + 2 963 1 533 

A.2 Operating expenses - -175 418 -19 017 

A.2.1 Costs of material and tangible fixed assets - -1 654 -16 

A.2.4 Costs of services - -78 278 -18 460 

A.2.5 Staff costs - -24 809 - 

A.2.6 Taxes and charges paid - -6 405 -541 

A.2.9 VAT paid - -7 912 - 

A.2.10 Other operating expenses - -56 360 - 

A.3 
Exchange rate gains and losses on revaluation of foreign 
currencies 

+- -1 645 1 219 

A Net operating cash flows +- 483 680 96 868 

(B) Cash flows from investing activities    

B.1 Provided loans and borrowings  -  -111 885 -61 077 

B.2 Proceeds from financial investments sold  +  - 563 

B.3 Costs of acquisition of financial investments  -  -88 014 -210 873 

B Net investment cash flows 
 

+-  
-199 899 -271 387 

(C) Cash flows from financial activities    

C.1.2 Instalment of a received loan or borrowing  -  - -125 000 

C.2.1 Impact of changes in equity on cash  +  812 000 - 

C.2.2 Profit shares paid 
 

+-  
-328 218 -560 000 

C.2.3. Other financial expenses  -  -38 864 - 

C Net financial cash flows 
 

+-  
444 918 -685 000 

F Net increase/decrease in cash  728 699 -859 519 

R Balance of cash at period end  751 522 22 823 
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NOTES TO THE FINANCIAL STATEMENTS AS AT 31 DECEMBER 2020 

 

 

Company name: CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 

 

Registered office: hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ м 

 

Legal form: European society 

 

ID: 291 51 961 
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1. GENERAL INFORMATION 

1.1. Establishment and characteristics of the company 

CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 όƘŜǊŜƛƴŀŦǘŜǊ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǘƘŜ ά/ƻƳǇŀƴȅέύ ǿŀǎ 

established as a European company by registration in the Commercial Register of the 

Municipal Court in Prague on 10 January 2013. The subject of the Company's business is 

production, trade and services not listed in Appendices 1 to 3 to the Trade Licensing Act. 

5ŜŎƛǎƛǾŜ ƛƴŦƭǳŜƴŎŜΥ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ tŀǊǘƴŜǊǎ {9Σ ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ 

мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ ǿƘƛŎƘ ƻǿns a share of 90.76 %. 

The financial statements have been prepared as of the balance sheet date of 31 

December 2020. 

1.2. Changes and amendments in the Commercial Register in the past accounting period 

During 2020, the following changes took place in the Commercial Register: 

¶ !ǎ ƻŦ мт WŀƴǳŀǊȅ нлнлΣ aǊǎΦ Iŀƴŀ .ŀƭƻǳƴƻǾł ǊŜǎƛƎƴŜŘ ŦǊƻƳ ǘƘŜ Ǉƻǎƛǘƛƻƴ ƻŦ ŀ ƳŜƳōŜǊ 

of the Board of Directors 

¶ !ǎ ƻŦ мт WŀƴǳŀǊȅ нлнлΣ LƴƎΦ [ǳōƻƳƝǊ YƻǾŀǌƝƪ ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ /ƘŀƛǊƳŀƴ ƻŦ ǘƘŜ 

Board of Directors, 

¶ As of 17 January 2020, Mr. Jan Drahota was newly elected Vice-chairman of the 

Board of Directors 

¶ !ǎ ƻŦ мт WŀƴǳŀǊȅ нлнлΣ LƴƎΦ Wŀƴŀ wǻȌƛőƪƻǾł ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ ƳŜƳōŜǊ ƻŦ ǘƘŜ .ƻŀǊŘ 

of Directors 

¶ As of 17 January 2020, Ing. Andrej Chrzanowski was newly elected member of the 

Board of Directors 

¶ !ǎ ƻŦ мт WŀƴǳŀǊȅ нлнлΣ LƴƎΦ [ŀŘƛǎƭŀǾ .Ǌƛǘŀƶłƪ ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ ƳŜƳōŜǊ ƻŦ ǘƘŜ .ƻŀǊŘ 

of Directors 

¶ !ǎ ƻŦ мт WŀƴǳŀǊȅ нлнлΣ aǊǎΦ !ƭƛŎŜ tƻƭǳŎƘƻǾł ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ ±ƛŎŜ-chairman of the 

Board of Directors 

¶ As of 17 January 2020, David Aguilar was newly elected member of the Board of 

Directors 

¶ !ǎ ƻŦ мт WŀƴǳŀǊȅ нлнлΣ LƴƎΦ wŜƴŞ IƻƭŜőŜƪ ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ /ƘŀƛǊƳŀƴ ƻŦ ǘƘŜ 

Supervisory Board 

¶ !ǎ ƻŦ мт WŀƴǳŀǊȅ нлнлΣ LƴƎΦ ±ƭŀŘƛƳƛǊ 5ƭƻǳƘȇ ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ ƳŜƳōŜǊ ƻŦ ǘƘŜ 

Supervisory Board 

¶ As of 17 January 2020, Ing. ±ŠǎƭŀǾŀ tƛŜƎȊƻǾł ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ ƳŜƳōŜǊ ƻŦ ǘƘŜ 

Supervisory Board 

¶ !ǎ ƻŦ нп bƻǾŜƳōŜǊ нлнлΣ LƴƎΦ [ŀŘƛǎƭŀǾ .Ǌƛǘŀƶłƪ ǊŜǎƛƎƴŜŘ ŀǎ ƳŜƳōŜǊ ƻŦ ǘƘŜ .ƻŀǊŘ ƻŦ 

Directors 

¶ !ǎ ƻŦ нп bƻǾŜƳōŜǊ нлнлΣ LƴƎΦ Wŀƴ ½ŀƧƝŎ ǿŀǎ ƴŜǿƭȅ ŜƭŜŎǘŜŘ ƳŜƳōŜǊ ƻŦ ǘƘŜ .ƻŀǊŘ ƻŦ 

Directors. 

As of 6 October 2020, the registered capital was increased by subscribing 3,015,859 new 
shares with a nominal value of CZK 0.10, to a final value of CZK 3,263,800. The share 
premium per newly subscribed share amounted to CZK 289.90 per share, i.e. a total of 
CZK 811,720,000; see equity movements. 
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Board of Directors and Supervisory Board at the balance sheet date 

 Function Name 

Board of Directors 
 

Chairman of the Board 
Vice Chairman of the Board 
Member of the Board 
Member of the Board 
Vice Chairman of the Board 
Member of the Board 
Member of the Board 

LƴƎΦ [ǳōƻƳƝǊ YƻǾŀǌƝƪ 
Jan Drahota  
LƴƎΦ Wŀƴŀ wǻȌƛőƪƻǾł 
Ing. Andrej Chrzanowski 
!ƭƛŎŜ tƻƭǳŎƘƻǾł 
David Aguilar 
LƴƎΦ Wŀƴ ½ŀƧƝŎ 

Supervisory Board Chairman of the Supervisory Board 
Member of the Supervisory Board 
Member of the Supervisory Board 

LƴƎΦ wŜƴŞ IƻƭŜőŜƪ 
LƴƎΦ ±ƭŀŘƛƳƝǊ 5ƭƻǳƘȇ 
LƴƎΦ ±ŠǎƭŀǾŀ tƛŜƎȊƻǾł 

1.3. Group identification  

European Holding Company, SE is the entity that prepares the consolidated financial 

statements of the group. The consolidated financial statements of the Group can be 

obtained at the registered office of this company. 

CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ŀƭǎƻ ǇǊŜǇŀǊŜǎ ŎƻƴǎƻƭƛŘŀǘŜŘ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ 

according to the International Financial Reporting Standards (IFRS), as adopted by the 

EU. 

2. ACCOUNTING METHODS 

The Company's accounts are kept and the financial statements have been prepared in 

accordance with Act No. 563/1991 Coll. on Accounting, as amended, Decree No. 

500/2002 Coll., which implements certain provisions of Act No. 563/1991 Coll. on 

Accounting, for accounting entities that are entrepreneurs accounting in the double-

entry bookkeeping system, as amended, and Czech Accounting Standards for 

Entrepreneurs, as amended. 

The accounting records are kept in compliance with general accounting principles, in 

particular the principle of valuing assets at historical cost (unless stated otherwise 

below), the principle of material and temporal accounting, the principle of prudence and 

the assumption of the entity's ability to continue as a going concern. 

The company's financial statements have been prepared as of the balance sheet date of 

31 December 2020 for the period from 2 January 2020 to 31 December 2020. 

As a result of the demerging process of CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9Σ with its 

ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ мΣ ŎƻƳǇŀƴȅ L5Υ нфм 

51 961, registered in the Commercial Register kept by the Municipal Court in Prague, file 

number H 962, as a demerging company, in the form of a demerger by spin-off with 

subsequent amalgamation, part of the assets of CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9Σ 

specified in the project of a demerger by spin-off with subsequent amalgamation dated 

28 February 2020, was transferred to AUTO-CZ International a.s., with its registered 

ƻŦŦƛŎŜ ŀǘ hǇƭŜǘŀƭƻǾŀ мнупκотΣ bƻǾŞ aŠǎǘƻΣ ммл лл tǊŀƎǳŜ м Σ ŎƻƳǇŀƴȅ L5Υ лур пт олмΣ 

registered in the Commercial Register kept by the Municipal Court in Prague, file number 

B 24727, as a successor company. 
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Comparable data in the statements represent data from the opening balance sheet of 

CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ŎƻƳǇƛƭŜŘ ŀǎ ƻŦ н WŀƴǳŀǊȅ нлнл ŦƻǊ ǘƘŜ ōŀƭŀƴŎŜ ǎƘŜŜǘΣ 

and data from the profit and loss account and cash flow statement for the period of 11 

months from 1 February 2019 to 31 December 2019. For this reason, the data in the 

income statement and cash flow statement are not fully comparable. 

The financial statements have been prepared in Czech crowns.  

2.1. Revaluation of non-current financial assets 

Fixed financial assets are valued at cost, adjusted for any provisions. Asset disposals are 

valued using the FIFO method (the first cost for valuing an asset addition is used as  

the first cost for the valuation of a disposal of the asset). 

2.2. Receivables 

Receivables are valued at nominal value upon origination, purchased receivables are 

valued at cost. 

2.3. Conversion of data in foreign currencies into Czech currency 

Accounting operations in foreign currencies performed during the year are accounted 

for at the exchange rate of the Czech National Bank valid on the date of the accounting 

event. 

As of the balance sheet date, foreign currency assets and liabilities are translated at the 

CNB exchange rate in force on the balance sheet date. 

2.4. Changes in accounting policies compared to the previous accounting period 

There were no changes in accounting methods in 2020. 

2.5. Cash flow statement  

The cash flow statement was prepared using the direct method. Cash equivalents are 

short-term liquid assets that can be easily and promptly converted to a known amount 

of cash and for which no significant changes in value are expected in time.  

Cash and cash equivalents can be analyzed as follows:  

(data in thousands of CZK) 

 31.Dec 2020 2. Jan 2020 

Cash in hand and cash in transit 53 2 
Cash at bank 751 469 22 821 
Total cash and cash equivalents  751 522 22 823 

 
Cash flows from operating, investment or financing activities presented in the cash flow 

statement are not offset. 
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3. ADDITIONAL INFORMATION 

3.1. Intangible fixed assets (IFA)  

None 

3.2. Tangible fixed assets (TFA) 

None 

3.3. Non-current financial assets 

Shares - controlled entity 

фнΦсп҈ ŀǘ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀΣ ŀΦǎΦ 

 

Date of acquisition: 21 October 2013, 13 March 2014,  

                                                                       21 December 2018, 31 October 2019,  

                                                                       14 January 2020 

Nominal value: CZK 700  

Number of shares: 634,729 pcs 

Acquisition price as of 31 December 2019: CZK 2,384,857,687.80 

Acquisition price as of 31 December 2020: CZK 2,182,666,343.00 

Table of movement: 

Date Share movement Total share% Share balance 

31 Dec 2019  92.33% 2 384 857 687.80 

01 Jan 2020 

14 Jan 2020 

01 April 2020 

-225 225 867.80* 

   14 410 392.00 

   14 410 392.00 

 

92.64%** 

92.64%** 

 

2 159 631 820.00 

2 174 042 212.00 

2 182 666 343.00 

 
ϝϝ ¢ƘŜ ǎƘŀǊŜ ƛƴ ǘƘŜ ǊŜƎƛǎǘŜǊŜŘ ŎŀǇƛǘŀƭ ǿƛǘƘƻǳǘ ƻǿƴ ǎƘŀǊŜǎ ƘŜƭŘ ōȅ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ƛǎ ффΦон҈ 

* Change on CZ-AUTO SYSTEMS spin-off 

 

100% in EHC-4M, SE  

Date of acquisition: 17 December 2015, 20 June 2016 

Nominal value: 3,480 CZK 

Number of shares: 1,000 pcs 

Purchase price: CZK 2,700,000 
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100% in CZ-US HOLDINGS, INC. 

Date of acquisition: 28 December 2018 

Investment of CZ-USA: 30 August 2019 

Investment amount: CZK 564,892,000 

 

100% in CZ Export Praha s.r.o. 

Date of acquisition: 17 June 2019 

Purchase price: CZK 185,069,000 

 

100% in CZG-2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ LƴǘŜǊƴŀǘƛƻƴŀƭ ǎΦǊΦƻΦ όŦƻǊƳŜǊƭȅ /½D ¢ƛǎŜƳ ǎΦǊΦƻΦύ 

Date of acquisition: 17 June 2019 

Purchase price: CZK 266,000 

Additional equity contribution  CZK 73,641,320 

 

100% in CZG VIB s.r.o. 

Date of acquisition: 17 June 2019 

Purchase price: CZK 21,538,000 

 

Loans and credits - controlled or controlling entity 

 

Loan to CZ-US HOLDINGS, INC. 

Principal: USD 6,820,000 (CZK 145,859,340) USD 2,700,000 as 

 of 2 January 2020 

 

Loan to CZG-2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ LƴǘŜǊƴŀǘƛƻƴŀƭ ǎΦǊΦƻΦ 

Principal: CZK 1,000,000 (CZK 0 as of 2 January 2020) 

 

Loan to EHC-4M, SE 

Principal: CZK 29,800,000 (CZK 8,000,000 as of 2 January 2020 reported on 

the line C.II.1.2. Receivables ς controlled or controlling entity) 
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Financial lease: Contract for the leasing of a movable property ς operational vehicle 

leasing 

Pledged non-current financial assets: 

CZG ς 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 Ƙŀǎ ǇƭŜŘƎŜŘ ƛǘǎ Ŝǉǳƛǘȅ ƛƴǾŜǎǘƳŜƴǘ ƛƴ 9I/-4M, SE on the 

basis of the Contract for the Pledge of Shares in Certificate Form concluded on 29 June 

нлмс ƛƴ ŦŀǾƻǳǊ ƻŦ 2Ŝǎƪł ǎǇƻǌƛǘŜƭƴŀΣ ŀΦǎΦ ŀǎ ŀ ŎƻƭƭŀǘŜǊŀƭ ŦƻǊ ǘƘŜ !ƎǊŜŜƳŜƴǘ ƻƴ ǘƘŜ tǊƻǾƛǎƛƻƴ 

ƻŦ ŀ /ǊŜŘƛǘ [ƛƴŜ ƻŦ н aŀȅ нлмс ŎƻƴŎƭǳŘŜŘ ōŜǘǿŜŜƴ 2Ŝǎƪł ǎǇƻǌƛǘŜƭƴŀ ŀΦǎΦ ŀƴŘ пa {¸{¢9a{ 

s.r.o. (subsidiary of EHC-4M, SE). On 12 July 2018, CZG ς 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 

ŎƻƴŎƭǳŘŜŘ ŀ ŎƻƴǘǊŀŎǘ ǿƛǘƘ 2Ŝǎƪł ǎǇƻǌƛǘŜƭƴŀΣ ŀΦǎΦ ŦƻǊ ǘƘŜ ŀŘƧǳǎǘƳŜƴǘ ƻŦ Ƴǳǘǳŀƭ ǊŜƭŀǘƛƻƴǎ 

between the guarantor and the bank, no. RD/372/16/LCD. 

Non-current assets, the valuation of which is significantly higher than its valuation in 

accounting ς none. 

Revaluation of long-term financial assets - none 

3.4. Long - term receivables 

Long-term receivables from related parties, other than from provided loans  

None. 

Other long-term receivables 

CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ǊŜŎords the following long-term receivables: 

Share transfer agreements dated 31 July 2019, receivables arising from the purchase 

price and related interest and fees in the total amount of CZK 21,914 thousand (CZK 

23,449 thousand as of 2 January 2020), due on 30 June 2024. 

The receivables relate to CZUB Management Shareholding Plan. In the years 2014 to 

2019, CZUB had a management shareholding plan in place. Two current members of 

CZUB's board of directors own Class B book entry registered shares, representing in total 

0.68% of CZUB's equity. The remaining members of CZUB's board of directors had sold 

their shareholdings to the Company before 30 June 2020. CZG has a call option on those 

Class B shares at a pre-defined strike price which represents a proportionate increase of 

equity over a certain period (over the course of holding period).  

3.5. Short - term receivables  

Overdue receivables - none. 

Receivables with a maturity of more than 5 years - none. 

Receivables covered by a pledge - none 

Short-term receivables from loans - none. 

Other short - term receivables  

CZG-2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ǊŜŎƻǊŘǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǎƘƻǊǘ-term receivables in the total 

amount CZK 0 thousand (CZK 26,185 thousand as of 2 January 2020) arising from the 

following contracts:  
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A share transfer agreement dated 15 July 2019, receivable arising from the purchase 

price and related interest and fees in the amount of CZK 0 thousand (CZK 11,734 

thousand as of 2 January 2020) due on 30 June 2024. 

Contracts for assignment of a receivable dated 31 October 2019 in the total amount CZK 

0 thousand (CZK 14,450 thousand as of 2 January 2020) due on 30 June 2020 

3.6. Equity 

Changes in equity 

Changes in equity are included in the statement of changes in equity.  

Item in thousand CZK 
Opening 
balance Change 

Closing 
balance 

Registered capital 2 984 280 3 264 

Share premium 0 811 720 811 720 

Other capital funds 1 528 735 0 1 528 735 

Retained earnings 1 469 317 673 847 1 141 099 

Profit or loss from the previous period 0 -1 002 065 0 

Profit or loss for the current period   462 928 462 928 

Equity 3 001 036 946 710 3 947 746 
 

The Board of Directors of CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ǇǊƻǇƻǎŜǎ ǘƻ ŘƛǎǘǊƛōǳǘŜ ǘƘŜ 

profit for the accounting period ending 31 December 2020 by partial payment of 

dividends to shareholders, in accordance with the Company's dividend policy and to 

transfer the remaining profit to the retained earnings account of previous years.  

3.7.  Subsidies, investment instruments, reserves, research and development 

Reserve - other reserve for annual remuneration resulting from employment contracts 

of employees in the total amount of CZK 4,807K as at 31 December 2020 (CZK 0 K to 

2 January 2020). 

3.8. Short - term payables 

Overdue payables - none. 

Payables with a maturity of more than 5 years - none. 

Payables covered by a pledge - none. 

Payables and remuneration of statutory bodies 

Social security contributions before maturity: CZK 440 thousand (CZK 0 thousand as of 2 

January 2020) 

Health insurance payables before maturity: CZK 4 556 thousand (CZK 0 thousand as of 2 

January 2020) 

 

State - tax payables and subsidies before maturity: CZK 1 011 thousand (CZK 0 thousand 

as of 2 January 2020) 
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Other short-term payables 

Company CZG-2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ƪŜŜǇǎ ŀ ǊŜŎƻǊŘ ƻŦ ǎƘƻǊǘ-term payables in the 

total amount CZK 0 thousand (CZK 57,728 thousand as of 2 January 2020) under the 

Share Transfer Agreement dated on 31 October 2019 due on 30 June 2020. 

3.9. Accured expenses 

As of 31 December 2020, accrued expenses are related to the payment of fees to banks 

associated with the implementation of the IPO. As of 2 January 2020, there are no such 

items. 

3.10. Revenues from ordinary activities 

The company had revenues mainly from: 

ω sales of services - provision of specialized consulting services within a wider group 

ω interest on bank accounts 

ω ŘƛǾƛŘŜƴŘǎ ŦǊƻƳ 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ ŀΦǎΦ ŀƴŘ /½ Export Praha, s.r.o. 

The costs arose mainly from: 

ω purchased economic and legal services 

ω salaries of employees and the statutory bodies 

ω other financial expenses 

In 2020, the Company completed the subscription of its shares as part of a public 

offering. The implementation of share subscription was associated with costs of services, 

fees to banks and extraordinary remuneration to employees, company management and 

statutory bodies. 

3.11. Employees, management and statutory bodies 

As of 31 December 2020, the entity has 19 employees (12 as of 2 January 2020). 

Remuneration to members of statutory bodies was granted. 

in thousand 31 Dec 2020 31 Dec 2019 

CZK 
Total number 
of employees 

Of which 
statutory 

body 

Total 
number of 
employees 

Of which statutory 
body 

Number of employees 19 9 0 0 
Salaries and rewards 
to statutory bodies 

26 264 17 540 0 0 

Social security and 
health insurance 

6 836 4 305 0 0 

Social costs 0 0 0 0 

Total-staff costs 33 100 21 845 0 0 

 
Loans, guarantees and other benefits to members of the company's bodies, incl. former, 

were not provided. 



 

115 

Notes to the Consolidated Financial Statements for the Year Ended 31 

December 2020 

 

3.12. Related party transactions and relationships 

Long - term receivables from related parties 

As at 31 December 2020, the company records long-term receivables from subsidiaries  

from granted loans and advances in the total amount of CZK 176,659K (January 2, 2020: 

CZK 69,076K).  

Provided loans provided in the amount of CZK 29,800 thousand are due on 31 December 2025. 

Provided loans provided in the amount of CZK 145,859 thousand are due on 31 December 2025. 

The provided loan in the amount of CZK 1,000 thousand is due on 31 December 2025. 

Short - term liabilities to related parties 

The company CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇ {9 ǊŜŎƻǊŘǎ ǎƘƻǊǘ-term liabilities in the total 

amount of CZK 0 (January 2, 2020: CZK 14,373K). 

 

3.13. Events that occurred after the balance sheet date 

By issuing shares on the public market, the Company became a public interest company 

on 6 October 2020. As such, it is obliged to keep accounts in accordance with 

International Accounting Standards (IFRS) as adopted by the EU with effect from 1 

January 2021 in accordance with Section 19a of Act 563/1991 Coll., on accounting.  

On 11 January 2021, the subsidiary company CZ-US HOLDINGS, INC., signed the final 

agreement to acquire a  100% stake in Colt Holding Company LLC (Colt), the parent 

company of American arms manufacturer Colt's Manufacturing Company LLC, as well as 

its subsidiary  Colt Canada Corporation. The acquisition will be financed from the existing 

cash resources of CZG - 2Ŝǎƪł ȊōǊƻƧƻǾƪŀ DǊƻǳǇΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ŦǊŜŜ ŎŀǎƘ ŦǊƻƳ ǘƘŜ ŦƛǊǎǘ 

initial public offering (IPO) and the issue of bonds. The entire transaction is subject to 

regulatory approval and settlement is expected in the first half of 2021. 

On 16 February 2021, the Company provided to the subsidiary CZ-US HOLDINGS, INC. a 

loan of USD 5 million. 

On 2 May 2016, the Company provided a guarantee for a loan to 4M SYSTEMS a.s., the 

guarantee was extended on 24 February 2021. 

On 23 March 2021, CZG issued 500,000 pcs of bonds in nominal value CZK 10,000, with 

floating rate of 6M PRIBOR + 1.80% p.a. in the anticipated aggregate nominal amount of 

CZK 5,000,000,000 due on 23 March 2027. The issue price was set at 100% of the nominal 

value of the bonds. The public offering was finalized on 10 March 2021. The bonds were 

admitted to trading on the regulated market of the Prague Stock Exchange. 

Mr. Andrej Chrzanowski, member of the Board of Directors of CZG, resigned from his 

position as of 31 March 2021.  

The General Meeting adopted decisions outside its meeting (decision per rollam) to 

ƛƴŎǊŜŀǎŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǊŜgistered capital by a monetary contribution by up to CZK 
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109,862 from the current amount of registered capital of CZK 3,263,800 to the total 

amount of CZK 3,373,662.  

In line with the adopted dividend policy to distribute one third of its consolidated net 

profit for the year, the Company will propose a dividend payment of CZK 7.5 per share 

from the consolidated net profit for 2020. The dividend proposal is subject to approval 

of the General Meeting of Shareholders. 

 

COVID-19 

Since 1 January 2020, there has been a spread of the new coronavirus, which causes 
COVID-19, and it is expected to have a significant impact on the global economy. This 
situation has caused considerable volatility in international financial markets. Following 
the outbreak of this epidemic, governments around the world have begun to take swift 
actions changing over time, including regulations on social distancing, mandatory 
closures for a limited period of time, and restrictions on movement between countries, 
which have a very significant impact on various industries.  

The Company carefully assesses the effect of the pandemic on all key stakeholders and 
strives for adequate risk management, especially with regards to employees, the supply 
chain and customers. After initial substantial uncertainty during March and April 2020, 
the situation has stabilized and the Company is achieving the results forecasted as 
before the coronavirus expansion. However, the current COVID-19 pandemic has a 
significant impact on the global economy, and although the Company's current economic 
performance in 2020 is not adversely affected by the coronavirus pandemic, it is not 
possible to estimate all potential effects of the global economic downturn on the 
Company.  

After considering all available information and measures taken up to the date of issue 

of these financial statements, the Company has concluded that it has sufficient resources 

to continue as a going concern in the foreseeable future. 

 

There were no events after the balance sheet date, other than those listed in the notes 

to financial statements, that would be significant to the fulfillment of the purpose of the 

annual report. 
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17. LƴŘŜǇŜƴŘŜƴǘ !ǳŘƛǘƻǊȰǎ ǊŜǇƻǊǘ 
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