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COVID-19: LEGISLATIVE MEASURES AS AT 22 APRIL 2020 

 

Dear clients and business friends, 

Let us inform you about the latest developments in the area of law and taxes. In this newsletter you will 

find information about the moratorium on repayment of loans and about the so-called lex covid.  

 

1. MORATORIUM ON REPAYMENT OF LOANS 

On 16 April 2020, Act No. 177/2020 Coll., containing certain protective measures regarding the 

repayment of loans and providing borrowers with an option to ask for a so-called protective period in 

connection with the spread of the COVID-19, came into effect.  

Protective Period 

The protective period has the following effects: 

- During the protective period, the borrower is not obliged to repay the loan arising from the loan 

agreement concluded with the borrower, i.e. the principal amount of the loan is not being 

repaid during this period. 

- If the borrower is a natural person, the lender has only the right to claim interests for the time 

of the protective period; however, these interests fall due at the earliest after the lapse of the 

protective period. A corporate borrower is, moreover, obliged to pay also other amounts 

payable continuously under the loan agreement, while these amounts shall be paid within the 

original deadlines as set forth in the loan agreement.   

- The duration of security of the loan is extended by the length of the protective period. So the 

security shall not end before the last day of the protective period. 

- The period for which a fixed interest rate was agreed, typically in case of mortgages, is extended 

by the length of the protective period. Moreover, if the borrower is a consumer, the lender has 

not the right during the protective period to claim an interest rate higher than the REPO rate 

announced by the Czech National Bank increased by 8 percentage points.  

- As of 1 May 2020, the lender has not the right to claim from the borrower as a consumer any 

delay charges or any other payments for delay with repayment of debt.  
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- If a corporate borrower opts for the protective period, then such corporate borrower shall 

refrain from any acts that may cause reduction of the borrower´s assets usable for satisfaction 

of the lender. 

The protective period starts on the first day of the calendar month following after the day on which 

the lender receives a borrower´s notice of the borrower´s intention to opt for the protective period 

and it ends on 31 Oct. 2020 or, if the borrower wishes so, on 31 July 2020. So the borrower can choose 

whether to opt for the protection period until 31 Oct. 2020 or for its shorter alternative until 31 July 

2020.  

Applicable loans 

No matter which law is the governing law or whether any of the parties is for example a foreign person, 

the Act is applicable to all  

- loans agreed upon and drawn on already before 26 March 2020, and 

- loans agreed upon at least before 26 March 2020, including e.g. loans secured by a real estate 

property or of loans intended for acquisition of a real estate property. 

The Act is, on the contrary, inapplicable to loans 

- with which the borrower was, as at 26 March 2020, in a delay with repayment thereof for more 

than 30 days;  

- intended for provision of funds for a trade in investment instruments, 

- financial guarantees, 

- and other, mentioned in Section 3(3) of this Act. 

Opt-in mechanism 

The protective period applies to the loan only on condition that the borrower notifies the lender of 

this fact (opt-in mechanism).  The protective period commences to run automatically from the first 

day of the month following after the day on which the lender receives the notice of the borrower´s 

intention to make use of the protection in the protective period. An exception from the opt-in 

mechanism is the prohibition of sanctions in connection with a delay of the consumer, which applies 

automatically by operation of law for the period from 1 May 2020 to 31 Oct. 2020. 

Effects of this protective period are provided by operation of law free of charge. 
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2. LEX COVID 

On 20 April 2020, the President signed the Act providing measures towards mitigation of impacts of 

the epidemic of the coronavirus SARS CoV-2 on parties to court proceedings, aggrieved parties, victims 

of crimes and legal entities and amending the Insolvency Act and Code of Distraint. The Act has not 

come into effect yet, but its announcement in the Collection of Acts is upcoming. The Act regulates 

especially the following: 

Delay with performance of an obligation and measures concerning countdown of limitation periods  

The Act responds to the fact that emergency measures connected with the epidemic have made it 

impossible or substantially complicated for a lot of people to meet their financial debts in time.  If the 

debtor proves this fact, it is only the delay charges provided by law that may be claimed from this 

debtor for the time of duration of these emergency measures, until 30 June 2020, in connection with 

the debtor´s delay occurred from 12 March 2020. The rule shall not apply to obligations arisen after 

the effective date of this Act and the contracting parties can´t agree otherwise by way of derogation 

from this rule. 

Another measure implemented by this Act concerns remission of a limitation period. They include 

limitation periods at civil lawsuits, administrative, distraining and insolvency proceedings and 

limitation periods in the Constitutional Court. The party to the proceeding can apply for remission of 

a limitation period if the emergency measures in connection with the epidemic made it impossible or 

substantially complicated to do the act at the proceeding.  

Corporate-law area 

During the existence of the emergency measures, at the latest however until 31 Dec. 2020, the 

following rules shall apply in the area of corporate law: 

- In connection with decisions making by bodies of legal entities it is possible to adopt decisions 

in a written form or using technical means outside the sessions also in cases as for which this is 

not allowed by the foundation legal act. So this possibility can be used in the aforementioned 

period without the need to amend the foundation legal act.   

- In case of expiration of the term of office of a member of the elected body of the legal entity, 

the term of office of this person shall be extended automatically for a 3-month period from the 

end of the duration of the emergency measures. The member of the elected body can, however, 

prevent from extending his/her term of office by delivering his/her disapproval to the legal 

entity before the expiration of the term of office.   



 
 

  

4/5 

  
 
 
 

- The Act puts off the time limit for discussing the ordinary financial statements so that its end 

shall not be sooner than 3 months from the end of the duration of the emergency measures. 

The latest date, however, is set by this Act as 31.12.2020. 

Insolvency 

From the effective date of this Act to the date of lapse of 6 months from the end of duration of the 

emergency measures, at the latest however until 31.12.2020, the entrepreneurs that have or, using 

diligence, should have known about their insolvency have not the duty to file an insolvency petition 

against themselves. There is a condition, however, that the insolvency did not occur already before 

the start of the emergency measures and that it was caused predominantly as a result of the 

emergency measures. At the same time, the insolvency petitions filed by creditors shall be disregarded 

by the insolvency court within the period from the effective date of this Act to 31.8.2020.   

If a reorganisation plan was approved with legal force as at 12 March 2020 and this reorganisation 

plan has not been fully fulfilled yet, the debtor concerned has the right to move that the court should 

award suspension of fulfilment of the reorganisation plan. During the period of the suspension it is 

not possible to decide to transform the reorganisation into a bankruptcy. 

It its concerns the relative ineffectiveness of legal acts of the debtor, the period of duration of the 

emergency measures does not count towards the time relevant for the relative ineffectiveness of the 

legal acts of the debtor.  

The so-called LEX COVID, furthermore, comes up with a topical amendment of the Insolvency Act, 

introducing the so-called extraordinary moratorium related with the emergency measures in 

connection with the spread of the COVID-19 disease. For the period of duration thereof, the debtor 

has especially the following rights: 

- to preferential coverage of liabilities that were arisen after announcement of the extraordinary 

moratorium and are related with maintenance of operation of the business; and,  

- as an entrepreneur, to make use of the public support provided to entrepreneurs for the 

purpose of mitigation of impacts of the pandemic of COVID-19. 

The application for the extraordinary moratorium can be filed before or on 31 August 2020 by the 

debtor being an entrepreneur not insolvent as at 12 March 2020.  

The Act also comes up with special measures concerning discharge of debts and fulfilment of 

instalment schedule. 
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*** 

 

We believe that our newsletter will help you become aware of your present possibilities and we are 

prepared to be helpful for solution of any situation you may face.  

 

Your LTA team  


