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COVID 19: RENT

Dear Clients and Business Friends,

Through this newsletter, we would like to inform you about a special subsidy program of the Ministry of
Industry and Trade called COVID - Rent, which is designed to support entrepreneurs who were forced to
close their establishments as a result of measures adopted by the Government of the Czech Republic.
Now, after the program has been notified by the European Commission, it is possible to use
contributions towards lease and usufructuary lease (in Czech “pacht”) of business premises on the basis
of the Call of the Ministry of Industry and Trade.

1. ELIGIBLE ENTITIES

The subsidy program is aimed at helping entrepreneurs who have been operating their business,
including the provision of services to customers, in establishments that they use on the basis of a
lease or usufructuary lease agreement, and who have been banned from operating in such
establishments, either in whole or in part, as a result of the measures adopted by the Government
of the Czech Republic. However, the entrepreneur who only rents the establishment out, without
operating it directly, is not an eligible applicant. The establishment may not be owned by the
applicant. On the contrary, it must be leased on the basis of a lease (or usufructuary lease)
agreement, effective no later than 13.03.2020. The subsidy program does not apply to leases of

business premises agreed upon after that date.

An entrepreneur, as the lessee of an establishment, and the lessor may not at the same time be in a
position of related entities, meaning the parties acting in concerted conduct, or controlled and
controlling entities, close persons, persons within one consolidation group or persons in which one
exercises significant influence over the other (all of the above in accordance with the relevant
provisions of law). Furthermore, the entrepreneur may not be in arrears with any payment of his
obligations vis-a-vis state institutions, such as the Czech Social Security Authority, the Tax Office,
etc., unless it is a delay in the payment of taxes and levies based on the liberation packages of the
Ministry of Finance or the Ministry of Labour and Social Affairs.

An establishment is deemed to be the premises intended for the sale of goods or provision of
services to customers in accordance with the Trades Licensing Act. Corporate premises, such as
offices, do not meet this condition. The establishment within the meaning of the Trades Licensing
Act also includes its back of house premises. Thus, for example, restaurateurs will not be disqualified
from the program due to the fact that, in accordance with the restrictions, they provided services in
the gardens of their restaurants or introduced dispensing windows for takeaway food.
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2. TERM OF SUBSIDISED RENTS

The period related to the ban on operation in establishments is deemed to be the period from
01.04.2020 to 30.06.2020, or until the end of the lease if it occurred before 30.06.2020. Applicants
for the subsidy did not have to be banned from operating for the entire period thus determined. The
crucial fact is that, in connection with the measures against the spread of COVID-19, the sale or
provision of services in the establishment was prohibited for at least a part of that period.

3. CONDITIONS AND METHOD OF GRANTING THE SUBSIDY

The conditions for providing the subsidy differ for lessees of establishments in a state-owned
building and in a private building.

Establishments in a private building

The main precondition for the provision of the subsidy is that the lessor provides the lessee, as the
applicant for the subsidy, with a discount of 30 % of the original amount of rent for the period from
01.04.2020 to 30.06.2020. The best way to do that is in the form of an amendment to the lease. The
discount must be provided, or the amendment concluded, before the application for the subsidy is
filed.

At the same time, the lessee must pay at least 50 % of the original amount of rent for the period
from 01.04.2020 to 30.06.2020 (i.e. the amount of rent before the discount), no later than on the
day preceding the application for the provision of the contribution. The lessee then attaches the
confirmation of payment to the application for the subsidy, as described below.

Subsequently, the applicant is provided with 50 % of the originally agreed rent, which has already
been paid by the lessee in the above-mentioned manner, within the subsidy. The lessee’s costs thus
represent only 20 % of the originally agreed rent.

Establishments in a state-owned building

The rules of the program stipulate that if the establishment is situated in any real estate owned by
the state, it is not possible to provide a 30 % discount of the rent. Before submitting the application
for the subsidy, the applicant must first pay 80 % of the rent for the period from 01.04.2020 to
30.06.2020. Based on the processing of his application for a subsidy, this 80 % amount of rent is
provided to him by the state within the subsidy.

As in the case of establishments in a private building, the lessee in a state-owned building bears the
rental costs for the period from 01.04.2020 to 30.06.2020 only in the amount of 20 %.
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4. ELIGIBLE RENTAL COSTS

Subsidies from the program are only intended to cover the so-called eligible rental costs. These
eligible costs are deemed to be rent payments before the discount was granted, excluding VAT.
Where the amount of rent according to the lease agreement depends on the turnover achieved in
the period concerned, only a fixed amount of rent is the eligible figure. Those parts of rent that
constitute the so-called turnover component of the rent are disregarded, and it is not possible to
draw a subsidy for them from the program.

At the same time, the eligible data for the period from 01.04.2020 to 30.06.2020, calculated for one
month, may not exceed the amount of the original monthly rent before 13.03.2020.

5. APPLICATION FOR THE SUBSIDY

Applications can be submitted from 26.06 2020 to 30.09. 2020 via the information system available
at https://najemne.mpo.cz.

In the information system, affidavit forms are prepared to be filled in by the applicant, in which the
applicant states that he is an eligible applicant and meets all conditions. Regarding the lessor, the
application will generate and affidavit, in which the lessor states that he leases the establishment
and that he has provided the applicant with the necessary discount. The affidavit of the lessor
requires verified signature.

The applicant is obliged to attach to the application, inter alia

- adocument confirming the payment of rents for January and February 2020. If, under the lease
agreement, the maturity period for rents due for February and January 2020 did not expire on
the filing date of the application, a document confirming the payment of rent for October,
November, December 2019 may also be provided. (If the lease was concluded after 31 January
2020, then the proof of payment of a proportional part of the rent from the execution date of
the lease until 13 March 2020).

- a document confirming the payment of a part of the decisive rent for the establishment
concerned in the amount of at least 50 % of the rent in the case of the lease of establishments in
private premises, and 80 % of the rent in the case of the lease of establishments in a state-
owned building, and

- the affidavit of the lessor.

Before filing the application, we recommend verifying or setting up the so-called electronic
identification, which is the only way to log in to the information system for the purposes of the
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application. Electronic identification is provided by eObcanka, a user account of the eidentita.cz
portal, now a NIA ID, or a Starcos chip card from Prvni certifikacni autorita, a.s.

* % %

We believe that our newsletter will help you find your way around your current options, and we are
ready to help you solve any situation of yours.

Your LTA team
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