
ABSTRACT

This thesis deals with the phenomenon of the uncertificated securities in the context 

of financial law. Proper and prudential legal regulation of the securities is considered 

to be key element of efficient financial markets of which the importance for the economics 

is systematically growing in past few decades. From the beginning, financial markets were 

dominated by certificated securities represented by legal fiction incorporating rights arising 

from the security into a certificate and considering this certificate as a tangible movable 

asset. In the consequence of the development of financial markets and securities trading 

uncertificated securities were developed to make transfers of the securities and asset 

management feasible.

Uncertificated securities can be defined as substitutable physical securities incorporating 

private rights which are prerequisite for the exercise and transfer of those rights and which 

are replaced by a record entered in the central register of securities, mainly central 

securities depositories. The form of the uncertificated securities determines the necessity 

of their special legal regulation taking into account their legal nature and connected legal 

aspects of record keeping. 

The purpose of my thesis is to analyse relevant Czech legislation and highlight both 

theoretical and practical problems resulting from it. The accent is therefore put on analysis 

of legislation included in the Act No. 256/2004 Coll., Capital Market Undertaking Act. 

The thesis is composed of five chapters.

Chapter One describes the importance of the financial markets and role the securities play. 

Brief historical evolution is followed by the limits of regulation over securities by financial 

law and relevant sources of financial law regulation. 

Second Chapter defines first the terms of securities and uncertificated securities and then 

deals with different aspects of uncertificated securities, such as their fundament, legal 



nature, legal definition, as well as the rights connected with them and arising consequences. 

All this in context with historical evolution when necessary and decision-making by courts 

There are explained few problematic issues connected especially with substitutability of the 

securities and their legal status. Also the question of innominated securities is presented. 

Chapter Three analyzes record keeping of investment instruments which deals not only 

with uncertificated securities and how the register is maintained but also with other 

investment instruments such as certificated securities and derivatives. Unlike former

Securities Centre the register of uncertificated securities under the Act on Undertaking 

on the Capital Market is composed as two-tier register in the Central Register of Securities 

or Separate Register of Investment Instruments. 

Crucial position in record keeping of investment instruments has the Central Securities 

Depository which I concentrate on in Chapter Four. It is particularly key to the settlement 

process and establishes book entries for issues of securities. A particular issue of securities 

is dematerialized or immobilized within Central Securities Depository and then trades 

are settled between its members via electronic account entries. The membership of Central 

Securities Depository include financial institutions who intermediate between final 

investors and the central depository and act as custodians through whose accounts with 

the Central Securities Depository the institution may indirectly hold investor's securities 

but it is also possible for investors to hold accounts directly in the Central Securities 

Depository. Central Securities Depository also provides service to the issuer, such 

as maintenance of shareholder registers. 

Significant part of Chapter Four is also dedicated to proposed european Regulation 

on improving securities settlement in the European Union and on Central Securities 

Depositories and amending Directive 98/26/EC. Because Central Securities Depositories 

are considered to be systemically important, there are number of measures laid on them. 

An european licence (and passport) has been retained as the best way to achieve level 

playing field and competition between Central Securities Depositories. Introduced right 



of issuers to issue securities in the Central Securities Depositories of their choice 

is reinforced by an obligation that set kinds of securities must entered in book-entry form 

or immobilised. Besides that many of national authorisation and supervision powers 

are about to be devolved to ESMA.

Chapter Five is focused on necessity of proper regulation over the capital market followed 

by supervision of the Czech National Bank mainly over the Central Securities Depository 

but also over other entities providing record keeping of investment instruments. 

Final Chapter summarizes the conclusions of the thesis. Attention is given to major 

questions raised in the thesis. Besides that I suggest that the modern concept of systems 

of indirect securities holding should be introduced into the Czech law. Adoption of legal 

rules regarding the maintenance of both owner and clients securities accounts and the 

establishment of a central securitites depository is considered to be an important step 

towards the developed capital market. However the legal regulation proceed from 

regulation included in Securities Act and pursue legal owners not beneficial owners 

of the investment instruments. In the systems of indirect securities holding clients generally 

hold their securities through one or more intermediaries in the nominee accounts 

and the intermediary with whom the client has a direct relationship records the interest 

of the client by entries to accounts which he maintains in favour of the client. The client 

is not in the normal course in relationship with issuer or any other intermediary standing 

between the relevant intermediary and the issuer. Fundamental prerequisite is that 

proprietary rights to the securities are transfered to the central securities depository or other 

central register who act as the owner in relation to the issuer. Simultaneously the beneficial 

owner only has a securities enititlement – package of rights that a person who holds 

securities through a securities intermediary has against that securities intermediary 

and the property held by that securities intermediary.
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