ACT N° 371 OF 22 MAY 1996

on European Works Council

CHAPTER 1

OBJECTIVE OF THE ACT

§1

The objective of this Act is to improve employgasssibilities for information and consultation on
matters affecting undertakings in several counttl@®ugh the establishment of a European works

council or the introduction of an information arwhsultation procedure.

§2

The Act applies to Community-scale undertakings @achmunity-scale groups of undertakings, cf. 8
4 and § 5. Where the central management, cf. §l@cated in Denmark, the provisions of the Act,
with the exception of 88 8, 11.3, 11.4, 22.2, 233and 35-37, shall also apply to foreign subsiea

and establishments.

§3
1. The Act does not apply where a collective agexdror other agreement contains obligations and

rights which at least match the provisions of Diinex94/45 on the establishment of a European works
council or a procedure in Community-scale undenggiand Community-scale groups of

undertakings for the purpose of informing and cdtimeyemployees.

2. However, the provisions of Chapter 6 shall Ircases apply to Community-scale undertakings and

Community-scale groups of undertakings and to fprasubsidiaries and establishments.

CHAPTER 2

DEFINITIONS

§4

An undertaking shall be regarded as a Communitiesgadertaking if it :



1) employs at least 1 000 employees in EU MembateStand EEA countries (excluding the
United Kingdom), and

2) has establishments in at least two of the casteferred to in (1), and

3) employs at least 150 employees in each of at tea of the countries referred to in (1).

§5
A group of undertakings shall be regarded as a Qamitgrscale group of undertakings if :
1) it employs at least 1 000 employees in the cmmteferred to in § 4 (1), and
2) it has at least two undertakings in the coustréderred to in § 4 (1), and

3) at least one undertaking employs 150 employeese of the countries referred to in § 4
(1) and another undertaking employees at leastffffloyees in another of the countries

referred to in § 4 (1).
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1. An undertaking shall be regarded as a parergrtaidng if it can exercise a dominant influence
over another undertaking, e.g. by virtue of ownigrsinancial participation or the rules which gowe
it, subject to § 6.6.

2. The ability to exercise a dominant influencelldba presumed, without prejudice to proof to the
contrary, when an undertaking directly or indirgctl

1) has the right to appoint more than half of treshers of another undertaking's
administrative, management or supervisory bodies,or

2) holds a majority of the voting rights in anotlwdertaking, or

3) holds a majority of another undertaking's subsgd registered capital.
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3. Where two or more undertakings within the sanoeig meet the conditions laid down in § 6.2, the

undertaking which satisfies the condition laid dawg 6.2 (1) thereof shall be regarded as thenpare
company. If this condition is hot met by any undking, the undertaking which meets the condition

in 8 6.2 (2) shall be regarded as the parent uakied.

4 DIRECTIVE

4. A group of undertakings consists of a pareneua#ting and its subsidiaries.

5. A subsidiary undertaking is an undertaking witiich a parent undertaking has one of the

relationships described in § 6.1.



6. Notwithstanding § 6.1 to 6.3, an undertakingdlsia be regarded as a parent undertaking where it
is a company as referred to in Article 3 (5) (aCofuncil Regulation (EEC) No 4064/89 of

21 December 1989 on the control of concentrati@t&éen undertaking®’. This shall also apply in
the case of a company as referred to in Articl®)3g) of the same Regulation, cf. Article 5 (3)gff
paragraph) of the fourth Council Directive of 2%J1078 on the annual accounts of certain types of

companies (78/660%.

7. When considering the voting rights and rightappoint or remove members of administrative,
management or supervisory bodies, account shatikem both of the rights enjoyed by the parent

undertaking and of the rights enjoyed by its subsies.
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8. An administrator of a bankrupt estate, a ligtodar a similar supervisory authority exercising
functions under the Bankruptcy Act, Companies Aaquivalent legislation shall not be regarded as

exercising a dominant influence within the mearohg§§ 6.1 and 6.2.
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1. The central management of a Community-scalentaideg is the management of the Community-
scale undertaking. The central management of a Gortyascale group of undertakings is the
management of the parent undertaking. If severdétakings within the same group of undertakings
are parent undertakings, the management of thartaking which can exercise dominant influence

over the other undertakings shall be regardedeasdghtral management, subject to § 6.6.

2. Where the central management of a Communityesaadlertaking or community-group of
undertakings is not situated in one of the coustrgderred to in 8§ 4 (1), the representative agpdin
by the central management shall be regarded astiieal management. If no such representative is

appointed, the management of the establishmemaertaking which has the largest number of
employees in one of the countries referred to4n(§) shall be regarded as the central management.
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§8

The Minister of Labour shall establish rules fotedining the number of employees as referred to in
§4 and §5.
4| DIRECTIVE

CHAPTER 3

PROCEDURE



§9

The central management shall provide the conditgmtsmeans necessary for establishing a European

works council or for introducing an information acmhsultation procedure.
§10

1. The central management may initiate negotiationghe establishment of a European works
council or for the introduction of an informationdaconsultation procedure on its own initiative and
shall be obliged to do so at the written requesttd¢ast 100 employees or their representativas in
least two undertakings or establishments in at leasdifferent countries referred to in § 4.1.

2. The request referred to in § 10.1 shall be stibchto the central management or any other
management of the Community-scale undertaking mmaonity-group of undertakings.
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3. The time periods referred to in § 20 start wiienrequest referred to in 8 10.1 is submittedhéo t
central management or to the management of orieeafridertakings or establishments which are part

of the Community-scale group of undertakings or @amity-scale undertaking.

CHAPTER 4

SPECIAL NEGOCIATING BODY

Establishment

§11

1. When the conditions set out in § 10 are metcérgral management shall take the initiative to

establish a special negotiating body.

2. The negotiating body shall have a minimum oh8 a maximum of 17 members, appointed by the
employees' representatives or, in the absencecbfrepresentatives, by the employees. (see ALso)
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3. Members appointed in Denmark shall be electanh frmong the employees by the employees'
representatives on the works councils. Where nd&svoouncil has been set up, members shall be
elected by the sho stewards or, if agreed betwemanagement and the ordinary employees'
representatives, by all employees.

4. If an appropriate request is made before thatietg the works council or shop stewards may be
supplemented by representatives of groups notsepted through the ordinary works council



members or union representatives.

Fr.
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5. The composition of the special negotiating bskigll be as follows :

1) One member to represent employees in each abinaries referred to in § 4 (1) in which
the undertaking or group of undertakings has ormaare establishments or undertakings,
subject to (2) and (3).

2) If the undertaking or group of undertakings feager than 2 000 employees and has
establishments or undertakings in only two of thentries referred to in § 4 (1), a further
representative shall be appointed to represerdrtioyees in the country in which the most
employees are employed.

3) If the undertaking or group of undertakings B&¥)0 employees or more, the following
shall also be appointed :

a) one member to represent employees in the ceamtferred to in § 4 (1) in which
at least 25 % of the employees of the undertakirgraup of undertakings are
employed; and

b) two members representing employees in the cesnieferred toin 8 4 (1) in
which more than 50 % of the employees of the ua#targ) or group of undertakings
are employed; or

c) three members representing employees in thetwesineferred to in § 4 (1) in
which more than 75 % of the employees of the ua#targ) or group of undertakings
are employed; and

d) one member for every 5 000 employees, or paretf, in countries in which more
than 5 000 employees are employed, where the ahkilegtor group of undertakings
employs a total of more than 10 000 employees.

6. If the total number of members appointed purst@aB 11.5 (1 to 3) exceeds 17, first of all the
members pursuant to 3 d) shall be omitted, follolwethose pursuant to 3 a), b) and c) in that order

§12

The central management and local managementsb&hadformed of the names of the persons

appointed to the special negotiating body.

Duties of the special negotiating body

§13

1. The special negotiating body and central managéshall negotiate in a spirit of cooperation with
a view to entering into an agreement in writingtloe establishment of either a European works



council or the introduction of one or more inforinatand consultation procedures.
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2. The special negotiating body may be assisteskpgrts chosen by its members.
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§14

The central management shall convene a meetingthétspecial negotiating body in order to start
negotiations with a view to concluding an agreemé&hé other managements shall be informed of the

meeting.
§15

1. The special negotiating body may decide, bgadtl two-thirds of the votes, not to open
negotiations or to terminate negotiations.

2. If the special negotiating body makes such @&t negotiations shall stop and the provisioins o
Chapter 5 shall not apply.

3. A new request to convene the special negotidtotty may be made at the earliest two years after
the decision referred to in 8 15.1, unless theiapaegotiating body and central management lay

down a shorter period.
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§16

Any expenses relating to the negotiations refeiodad 88 13 and 14 shall be borne by the central
management. 88 28.2 and 28.3 shall be correspdgdipglicable. (SEE ALSO)
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Content of a European works council agreement

§17

An agreement on the establishment of a Europeaksmmuncil as referred to in 8§ 13.1 shadter
alia, determine the following :

1) which undertakings are covered by the agreement,

2) the works council's composition, the number efitbers, the allocation of seats and the
term of office,

3) the responsabilities of the council and the edaece for information and consultation of the
works council,



4) the venue, frequency and duration of meetings,
5) the financial and material resources to be naaaéable to the European works council,

6) the procedure for adaptation of the agreemecihamges in the structure and size of the
parent undertaking or group of undertakings,

7) the duration of the agreement and the procefduiiés renegotiation.

4 DIRECTIVE

Content of an agreement on an information and consultation procedure

§18
1. An agreement on one or more information and witetton procedures, in accordance with § 13,
shall lay down guidelines for the way in which #raployees' representatives shall have the right to
meet to discuss the information conveyed to them.

2. Such information shall relate in particular teegtions which concern undertakings in several
countries and significantly affect employees' iagts.

Common provisions

§19

The special negotiating body shall make its denisioy a majority of the vote of its members,
notwithstanding § 15.1. Where votes are equalitembers from the country with the largest number

of employees shall have an extra vote.
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CHAPTER S5

SUBSIDIARY PROVISIONS

Establishment and powers of the European wor ks council

§ 20



The European works council shall be establishedrdotg to the provisions of this Chapter :
1) where the central management and the speciatinégg body so decide, or

2) where the central management has not commeraggdiations within six months of the
request referred to in § 10, or

3) where, after three years from the date of #nimiest, the parties fail to reach agreement as
laid down in § 17 or § 18, and where the specigbtiating body has not previously taken the
decision referred to in § 15.
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§21

1. The European works council's competence shdiiried to information and consultation on
matters which concern the Community-scale underta&r Community-scale group of undertakings
as a whole, or at least two establishments or gunglertakings situated in different countries @f th

coutries referred to in § 4 (1).

2. In the case of the undertakings or groups oéttalings referred to in 8 7.2, the European works
council's competence shall be limited to mattersceming all their establishments or group
undertakings situated in the countries referred ®4 (1) or concerning at least two of their

establishments or group undertakings situatedffardnt countries out of such countries.

§ 22
1. The European works council shall have a mininafi® members and a maximum of 30. Members
shall be elected by and from among employees' septatives or, in the absence of such
representatives, all employees.
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2. Members appointed in Denmark shall be electetth&@gmployees' representatives on the works
councils. Where no works council has been set @miners shall be elected by the shop stewards or,
if agreed between the management and the ordimaplogees' representatives, by all employees.

3. If an appropriate request is made before thetiete the works council or union representatives
may be supplemented by representatives of groupepresented through the ordinary works council

members or union representatives.
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4. If the European works council consists of mbant10 members, or if agreed with the central
management, it shall elect an executive board fiomng its members, composed of not more than 3
members. The select committee shall adopt its aas of procedure.
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5. The composition of the European works coundilldte as follows :
1) One member to represent employees in each abinaries referred to in § 4 (1) in which

the undertaking or group of undertakings has ormmaare establishments or undertakings,
subject to (2) and (3).



2) If the undertaking or group of undertakings feager than 2 000 employees and has
establishments or undertakings in only two of tbentries referred to in § 4 (1), a further
representative shall be appointed for the coumtryhich the most employees are employed.

3) If the undertaking or group of undertakings B&¥)0 employees or more, the following
shall also be appointed :

a) one member to represent employees in the ceamtferred to in § 4 (1) in which
at east 25 % of the employees of the undertakirgyaurp of undertakings are
employed; and

b) two members representing employees in the cesnieferred toin 8 4 (1) in
which more than 50 % of the employees of the ua#targ) or group of undertakings
are employed; or

c) three members representing employees in thetwesineferred to in § 4 (1) in
which more than 75 % of the employees of the ua#tary) or group of undertakings
are employed; and

d) one member for every 5 000 employees, or paretf, in countries in which more
than 5 000 employees are employed, where the ahkilegtor group of undertakings
employs a total of more than 10 000 employees. Nreerthan 30 members shall be
appointed.

6. If the total number of members appointed purst@B 22.5 (1 to 3) exceeds 30, the members
pursuant to 3 d) shall be omitted,
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7. The central management or, on its instructiang,other more appropriate level of management

shall be informed of the composition of the Eurapearks council.

8. Every second year after the establishment oEthrepean works council, the central management
shall calculate the number of members for eachetbuntries referred to in 8§ 4 (1) and inform the
European works council of the result of its caltiola If the calculation necessitates a change in
composition on the basis of § 22.5 and § 22.6nthmber of members from the countries henceforth

entitled to more or fewer members shall be adjuatedrdingly.

9. Four years after the European works councibleas established according to the provisions ef thi
Chapter, it shall consider whether to open negotiatfor the conclusion of the agreement refereed t
in 8 17 or § 18 or whether the European works cibshould be maintained on the given legal basis.

10. 8§ 17, § 18 and § 20 (1) shall apphytatis mutandis, if a decision has been taken to negotiate an
agreement according to 8§ 17 and 8 18, in which ttes&erm "special negotiating body" shall be
replaced by the term "European works council".

4| DIRECTIVE

Meetings



§23

1. The European works council shall have the rigimeet the central management once a year.
Before the meeting the central management shall dma report, which shall serve as the basis for
the meeting. The purpose of the meeting shall lneféom and consult the European works council on
the progress of the business of the Community-agadertaking or Community-scale group of

undertakings and its prospects. The local managemseall be informed of the report.
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2. The meeting shall relate in particular to threcttuire, economic and financial situation, the pidb
development of the business and of production ales sthe situation and probable trend of
employment, investments, and substantial changesecoing organisation, introduction of new
working methods or production processes, transfiegpsoduction, mergers, cut-backs or closures of

undertakings, establishments or important partetfeand collective redundancies.
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§24

1. Where there are exceptional circumstances affptite employees' interests to a considerable
extent, particularly in the event of relocatiors tlosure of establishments or undertakings or
collective redundancies, the executive board ogrevlmo such committee exists, the European works
council shall have the right to be informed.

2. The executive board or, where no such comméxests, the European works council shall have the
right to meet, at its request, the central managéwreany other more appropriate level of
management within the Community-scale undertakingroup of undertakings having its own powers
of decision, so as to be informed and consultetheasures significantly affecting the employees'
interests.

3. Those members of the European works councillveve been elected or appointed by the
establishments or undertakings which are direatycerned by the measures in question shall also
have the right to participate in meetings betwéeneixecutive board and management as referred to in
§24.2.

4. The meeting referred to in § 24.2 shall take@las soon as possible on the basis of a repevhdra
up by the central management or any other apptedesel of management. The executive board or
the European works council may deliver an opiniorhe report at the end of the meeting or within a
reasonable time.

5. The meeting referred to in 8 24.2 shall notafthe prerogatives of the central management.
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§25

Before any meeting with the central managementEtirepean works council or the executive board,
where necessary enlarged in accordance with § @4all,be entitled to meet without the management
being present.

4 | DIRECTIVE



§ 26

The members of the European works council shadkinf subject to § 30, the representatives of the
employees of the establishments or undertakings tihe absence of representatives, the workfasce a
a whole, of the content and outcome of the inforoma&ind consultation procedure carried out in

accordance with this Chapter.
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§27

The European works council or executive board nmeaggsisted by experts chosen by its members,
insofar as this is necessary for it to carry asitassks.
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§28

1. The operating expenses of the European workscdahall be borne by the central management.

2. The central management shall provide the mendig¢he European works council with such
resources as will enable them to perform theireduith an appropriate manner. The central
management shall ensure that the members of thap&am works council and select committee do
not suffer any loss of wages as a result of theitigipation in the work of the council.

3. The cost of organising meetings, interpretatimnilities for meetings, and the accommodation and

travelling expenses of members of the European swookincil and executive board, as well as for one
expert, shall be met by the central managemenssmtherwise agreed.

§29

The Minister of Labour may lay down budgetary rulegarding the operation of the European works
council.
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CHAPTER 6

CONFIDENTIALITY

§ 30

Where warranted by the interests of the undertakirgcentral management may in specific cases
require the members of the special negotiating ptigyEuropean works council and the select



committee, including assisting experts, to obseordidentiality. This obligation shall continue to
apply even after the expiry of members' terms t€ef
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§31

The central management may decide not to subnaitrivdtion to the members of the special
negotiating body, the European works council amdsttlect committee if this is warranted by the

interests of the undertaking, if this submissiorulddoe in detriment of the undertaking.
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§32

88 30 and 31 shall also apply where it has beesedgio set up an information and consultation
procedure, cf. § 13.1.

CHAPTER 7

MISCELLANEOUS PROVISIONS

§33

The representatives of the special negotiating laodlythe European works council shall be protected
against dismissal and other adverse effects ont¢leumstances in the same way as shop stewards in

corresponding or similar positions.
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§ 34

1. Crew members of merchant ships may not be electenembers of the special negotiating body or
European works council.

2. The Minister of Labour shall lay down specidkesicovering crew members of merchant ships.
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§35

The Minister of Labour may lay down more detailabks on election procedures for special

negotiating body and European works council memimeBenmark.



CHAPTER 8

PENALTIES

§ 36

Anyone who discloses information which has beeemiv confidence in accordance with 8§ 30 and
32 shall be punished by a fine, unless more squanshment is warranted under other legislation.

§ 37
1. Infringements of 88 9, 10.1, 11.1, 16, 20, 2B1224.2 and 24.4 shall be punishable by a fine.
2. Rules laid down pursuant to 88 29, 34 and 35 malge provision for fines.

3. Where infringements are committed by a compasgociation, private institution, foundation or
similar body, the fine may be imposed upon thellpgason as such.
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CHAPTER 9

ENTRY INTO FORCE

§ 38

This Act shall enter into force on 22 September6l99
§39

1. This Act shall not apply to Community-scale unalkings or Community-scale groups of
undertakings in which agreements on information @nsultation entered or enter into force no later
than 21 September 1996, provided that such agreeroever all employees in the undertaking or
group of undertakings concerned and relate to médion and consultation on matters which affect
undertakings or establishments in several of thmtcies referred to in § 4 (1).

2. If the agreements referred to in § 39.1 expive parties may agree to continue to apply them. If
they fail to do so, this Act shall apply.
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§ 40



This Act does not extend to the Faroe Islands aedi®@and.

on " A concentration shall not be deemed to arise where:

a) credit institutions or other financial institutions or insurance companies, the normal
activities of which include transactions and dealing in securities for their own account or for
the account of others, hold on a temporary basis securities which they have acquired in an
undertaking with a view to reselling them, provided that they do not exercise voting rightsin
respect of those securities with a view to determining the competitive behaviour of that
undertaking or provided that they exercise such voting rights only with a view to preparing
the sale of all part of that undertaking or of its assets or the sale of those securities and that
any such sale takes place within one year of the date of acquisition; that period may be
extended by the Commission on request where such institutions or companies justify the fact
that the sale was not reasonabily possible within the period set; (...)

¢) the operations (direct or indirect acquisitiorgarried out by the financial holding
companies (...), provided however that the voting rights in respect of the holding are
exercised, in particular in relation to the appointment of members of the management and
supervisory bodies of the undertakings in which they have holdings, only to maintain the full
value of those investments and not to determine directly or indirectly the competitive conduct
of those undertakings.”

" () Financial Holding Companies shall mean only those companies the sole object of which isto
acquire holdingsin other undertakings, and to manage such holdings and turn them to profit, without
involving themselves directly or indirectly in the management of those undertakings, the aforegoing
without prejudice to their rights as shareholders.”



