
COVID - 19 IMPACT ON COMMERCIAL LEASES 

 

In connection with the spread of the disease COVID-19 caused by the novel coronavirus SARS-CoV-2, 

a number of measures have been adopted in the Czech Republic that are unprecedented in the Czech 

Republic. As a result of the above measures, fundamental restrictions have been imposed on (among 

other) the free movement of citizens of the Czech Republic and the operation of some business activities. 

Of course, this direct consequence of emergency measures also has indirect impacts on other spheres of 

everyday life. 

 

In the context of the above, both legislative and non-legislative measures are currently being discussed 

which will have an immediate and significant impact on the activities of landlords and tenants of 

commercial properties and premises. These include the government bill on certain measures to 

mitigate the effects of the SARS CoV-2 coronavirus epidemic on tenants of business premises (the 

“Bill”). 

 

The Bill was approved by the Chamber of Deputies of the Parliament of the Czech Republic on 8 April 

2020 and it is planned to be debated in the Senate on 16 April 2020 (Senate Press no. 239). The 

current wording of the Bill aims to mitigate some of the impacts on tenants / entrepreneurs affected by 

the state of emergency. Below are some key sections of the proposed legislation, together with our brief 

commentary and explanation: 

 

1. Section 3 (1) of the Bill states that the landlord cannot unilaterally terminate the lease during 

the period from the entry into force of the Bill until 31 December 2020 (the "protection 

period") solely on the grounds that the tenant is in default in payment of the rent if the 

delay occurred (a) between 12 March 2020 and 30 June 2020 (the "relevant period"), and (b) 

as a result of the restriction resulting from the emergency measure in the epidemic, which made 

it impossible to carry on its business or significantly hindered it. 

 

2. The tenant shall be obliged to submit to the landlord documents proving the fulfillment of 

the conditions under paragraph 1 letter a). b) (ie to prove that the delay in payment of rent 

occurred mainly as a result of emergency measures) within 15 days of the date on which the 

first delay in payment of rent occurred. The Bill does not address the consequences of violating 

this provision. We believe that if the tenant objectively defaults in the payment of rent due to 

the extraordinary measures taken, the fact that the landlord has not received this documentation 

does not constitute without further reason the loss of protection provided by the Bill. At the 

same time, however, if the tenant fails to submit these documents to the landlord, there is nothing 

preventing the landlord from taking steps to terminate the lease (also for non-payment of the 

rent), eg to terminate the lease (unless evidence is provided prior to the actual termination of the 

lease relationship). 

 

3. Although the Government of the Czech Republic has publicly stated that the Bill has the effect 

of postponing the obligation to pay rent until 30 June 2020, the wording of the Bill does not 

actually provide for that. It only states that the delay in payment due to emergency measures 

cannot result in the unilateral termination of the lease relationship. In other words, the obligation 

to pay rent remains affected (ie it is not postponed). As a result of the wording of the Bill 

(Section 3 (2)), it would be possible to conclude that any other sanction consequences of non-

payment will continue to apply (eg contractual penalties, default interest, loss of benefits, 

termination of rental discounts or loss of subsidies, etc.). At the same time, if the tenant’s 

payment obligations are secured, eg by a deposit, bank guarantee or otherwise, the Bill may be 

interpreted as allowing for the landlord to use this security to settle the outstanding amounts of 

rent or other payments even if the default in payment occurred during the protection period. I.e. 

the wording of the Bill does not prohibit the landlord from enforcing the security and drawing 



down on the deposit or the bank guarantee to settle outstanding rent for the period between 12 

March and 30 June 2020. 

 

4. We are therefore of the view that the lease relationship is not indefinable during the protection 

period, on the contrary the Bill anticipates the possibility of its termination, but only for reasons 

other than the delay in the payment of rents due to extraordinary measures taken. Strictly 

speaking, such “other violations” (of course, only if such a consequence can be inferred from 

the lease arrangement or the law) may also include the non-payment of penalty payments 

(default interest or contractual penalty) or breach of the obligation to top up or provide 

additional collateral or other security. In this context, we however note that there is a risk that a 

potential court would use its moderation right if it concluded that the landlord was abusing the 

right or inferred that such conduct was not in line with the purpose of the Bill. Also it cannot be 

fully ruled out that such a court would not rely on the explanatory notes to the Bill and would 

not conclude that the purpose of the amendment was to provide for de facto a moratorium on 

payments, and hence a ban on any unilateral termination would expand also to cases where 

default occurs in payment obligations associated with a delay in the payment of the rent. 

 

5. Section 3 (4) of the Bill, according to which "the tenant is obliged to pay all receivables that 

have become due at the relevant period and which the tenant has not duly paid by the end of the 

protection period" has a relatively unsystematic effect. From the text of this provision, which 

was inserted in the Bill only through an amendment, it would be theoretically possible to begin 

to conclude that (a) it relates to all debts incurred, not only rent, and (b) the receivables are 

deferred until the end of the protection period. However, we consider that it can be inferred from 

the explanatory notes of this proposal that it is only to address receivables from rent. At the 

same time, we consider that the interpretation of postponing these payments until the expiry of 

the withdrawal period would be incorrect, because the previous provisions of the Bill clearly 

state that the only consequence that arises in the circumstances is the ban on unilateral 

termination of the lease due to delay in the payment of rent due to extraordinary measures. 

 

6. Section 4 of the Bill then states that "the landlord may, after the circumstances of the 

impossibility of paying the rent have passed, but at the earliest after the end of the state of 

emergency, request the cancellation of the lease if it cannot be fairly required”. The wording of 

this provision is also not one of the best, as the provision is very general and it will be difficult 

to clearly and quickly interpret under what circumstances the landlord can terminate the lease. 

In addition, it is not entirely clear what it means to 'demand the cancellation of a lease' - it would 

be much better to simply give the right to terminate the lease. 

In case of your interest, we are ready to analyze the above changes for you and assess the specific 

impacts on you and your clients / tenants or provide any other related legal support. 
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