
First of all, transaction structuring. When 
buying an enterprise (newly “plant”), buyers 
often chose an asset deal structure, whereby 
they purchased the individual assets and 
assumed the enterprise’s liabilities. In such 
transactions, however, nothing could be 
excluded. This problem ceased to exist this 
year. “Certain items can be excluded from 
the agreement under the condition that – 
simply put – the plant will not cease being 
a plant and thus it can continue its operations 
as before,” says Dagmar Dubecká, KŠB’s 
managing partner. 

Due diligence has also been changed. But 
here the new Civil Code is a little stricter. 
During negotiations the parties have to 
inform each other of all factual and legal 
circumstances they are and should be aware 
of. One question is whether the seller would 
be responsible for breaching this duty if it 
would let the buyer carry out due diligence 

but would not expressly tell it that, for 
example, a certain past agreement was not 
concluded pursuant to the “famous” Section 
196a of the Commercial Code. In other 
words, the seller would let the buyer find this 
out for itself. We can only hope that a way 
will be found that will outline the standard 
steps when negotiating a transaction after the 
New Year. Otherwise, due diligence would 
lack sense, since it would always have to be 
carried out by the seller.

The new Civil Code places an emphasis 
on informality, which can be seen as positive 
but risky. A response to an offer with a new 
clause or deviation but without any significant 
change to the conditions would constitute 
acceptance of the offer. Thus, the party would 
“conclude” the agreement without even 
knowing it. Although this can be prevented, 
it is worth knowing that certain “transaction 
rituals” changed after the New Year. 

In October, an amendment to the Trade 

Licensing Act prohibiting small business 

chaining took effect. The amendment 

targets entrepreneurs who despite 

losing their business license continue 

to operate in the same or similar line of 

business through another entity.

In the past, a legal or natural person whose 
business license was revoked could not 
operate a declared or licensed small business 
in the same or a similar field for three years 
and, in the case of licensed businesses, even 
in a different field for up to one year from the 
official date the business license was revoked. 

The amendment has extended the scope of 
legal and natural persons to include members 
of a legal entity’s governing bodies. In the 
past, businessmen whose trade license was 

revoked often simply established another 
company and continued operating in the 
same line of business. But this practice was 
also used the other way around. Typically, 
a sole member and executive whose trade 
license was revoked immediately established 
a small business in his own name as an 
individual or established a new company with 
the same subject of business.

Under the new amendment, diligent 
companies replacing governing body 
members must keep in mind the new 
wording regarding obstacles to exercising 
one’s office and include it in the new 
executive’s or board of directors member’s 
declaration that is necessary for entry into 
the Commercial Register. Simply copying 
current standard declarations is worthless. 

TransacTions from 1 January 2014: 
Hands unTied, buT noT wiTHouT risks 

new ban on small business cHaining 
also falls on sTaTuTory bodies 

New cOmmeNTAry reLeAsed 

C. H. Beck has published the first part of 
commentary on the new Civil Code. With 
contributions from KŠB attorneys Vlastimil Pihera 
and Jan Lasák, the commentary covers rights in rem 
and certain ambiguous passages in the Civil Code.

The changes brought by the new civil code affect real estate, finance and 

other transactions. 

dear clients and Business Partners, 

Saying that the end of the year is hectic due to last-minute work, 
outstanding issues and prep for the upcoming period is not far 
from cliché. But last year it actually applied to lawyers and their 
clients more than ever before. You certainly know the reason: 
the new Civil Code, which came to life on 1 January 2014 after 
approximately ten years of drafting. 

One would like to say: at last. The new Civil Code (like the 
Commercial Corporations Act which, together with the new Civil 
Code, forms the “backbone” of the entire recodification, and 
a number of accompanying acts) should help the Czech Republic 
make another important step from a post-communist state towards 
a legally advanced country. Those who doubt it should compare the 
previous regulation of inheritance with the new regulation. They 
will find that although the totalitarian regime accepted inheritance 
as a necessary evil it did not foresee inheritance applying to larger 
or more complicated property. Like any other similarly extensive 
work, the new Code of course is not free of error, which would not 
be realistic to expect. Correcting such errors “on the fly” provides 
much better legal certainty for people and companies, which have 
been preparing themselves for changes for months or even years, 
than postponing the Code to the last minute. Moreover, who 
would guarantee that during a delay under the banner of technical 
changes a discussion on policy changes will not take place. 

I am optimistic and believe that following the first wave of 
uncertainty, which is only natural, we will find that getting used to 
the new regulation will not be as dramatic as some people feared 
and others believed. This new edition of X-Lege should help you get 
ready for the changes that came in the New Year. 

I wish you good health and happiness in the New Year.

Martin Šolc 
partner KŠB
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KŠB INsTITuTe wILL sOON 
ceLeBrATe ITs fIrsT BIrThdAy

In its first year KŠB Institute 
welcomed hundreds of attendees to its 
seminars. The new Commercial Code 
and the Commercial Corporations 
Act, which became effective on 
1 January 2014, were the two main 
topics covered in 2013. New seminars 
on those and other topics, as well as 
additional tailor-made educational 
activities, will be offered again at 
the beginning of this year. For more 
information, go to www.ksbinstitut.cz. 

THe impacT of big cHanges 
inTroduced by THe new civil 
code (“ncc”) 

The process of establishing an SVJ changed 
this year. SVJs used to be established 
automatically by law, but pursuant to 
the NCC they must be registered in the 
SVJ Register, which is to be preceded 
by approval of the SVJ’s statutes. The 
statutes are also a mandatory part of 
the owner’s declaration and construction 
agreement. Until a certain number of 
units are sold (i.e. by which the developer 
or building contractor will no longer 
have a majority), by law the developer 
or building contractor is the property’s 
administrator and they cannot contract 
out from this function. The developer 
or building contractor administers the 
property pursuant to the rules in the 
declaration and makes decisions based 
on the provisions on convening SVJ 
meetings. If the administrator ceases to 

be the majority owner, it must apply for 
entry into the register within 60 days and 
convene a meeting within 90 days.

Establishment of an SVJ is enforced by 
a block on registration in the Cadastral 
Register, unless it is proven that the SVJ 
would be established in a building with 
five apartments and four different owners. 
Transfer of ownership to a fifth owner need 
no longer be registered. If the payment is 
tied to registration of the ownership title 
or if a condition subsequent is agreed that 
automatically terminates the agreement if 
the transfer is not registered within a set 
deadline, this will cause problems for the 
building contractor and financing bank. 
Thus, construction and development 
projects must be set up well and financing 
banks should remember to adjust their 
methodologies accordingly. 

  In addition to changes in terminology (legal negotiations, share, 
distinction of deadlines and periods, etc.) the new possibilities of 
corporate law are reflected in the act, such as one-tier structure, 
no-par-value shares and more than one share for one member.

  Certain institutes (in particular the definition of assets or decisive 
day) are newly regulated only in the new Civil Code; thus, they 
are no longer included in the Transformation Act. 

  The transformation’s decisive day can be the date of entry 
into the Commercial Register. If a later date is set forth in the 
transformation project, the date of entry is considered the 
decisive date. 

  Joint-stock companies under transformation in events where 
disclosure of final financial statements is required must also 
disclose relevant annual reports.

  Regulation of the right to settlement in the Transformation 
Act is unified with the squeeze-out regulation in the Business 
Corporations Act.

  Regulation of upstream mergers is specified to the effect that 
approval by the general meeting of the involved companies 
is not required, even if a granddaughter company is dissolved 
together with the daughter, except where the memorandum of 
association or statutes of the successor (parent) company were 
changed. In such an event, approval of the successor company’s 
general meeting will newly suffice.

  Projects must be in the form of a notarial deed only if none of 
the companies approves the transformation. 

  In the case of a split-up, successor companies will be liable 
(unless assets are valuated during the split-up) only up to the 
amount of the difference between the amount of the equity 
shown in the opening balance sheet and the amount shown in 
the final financial statements. 

partnerships of owners (“svJ”), developers, building contractors and financing 

banks should be ready for a number of changes. 

as of 1 January 2014, the new civil code also affects labour law. 

new privaTe law: 
wHaT is company 
TransformaTion like?
The act amending legislation as a result of the new civil 

code and the business corporations act has also amended 

the Transformations act. but a revolution was not 

expected, since the amendment has only changed certain 

issues. nevertheless, the changes are interesting.

cHanges in labour law 

When negotiating an employment 
contract, bear in mind that any provisions 
in a standard form contract that are 
illegible, incomprehensible or especially 
disadvantageous for the employee are 
invalid. Obligations to the employee 
may also be considered arising from 
customary practice without being expressly 
stipulated in the contract. Where there 
is failure to use the written form or 

in the case of incomprehensibility, for 
example as regards termination notices, 
the employment persists without further 
procedure. Negotiations on an amicable 
resolution to a dispute over an employment 
relationship that was terminated end the 
period for exercising the right through 
an action. The (extended) period will be 
renewed (start again) after the end of the 
negotiations.

dagmar dubecká ranks 13TH in Top 
25 women of THe czecH business poll
Dagmar Dubecká moved up twelve places 
from last but one year in the opinion poll 
organized by Hospodářské noviny and 
IHNED.cz. Dagmar also placed first in the 
Legal Services, Consultancy and Audit 
category. Last year’s poll, which was 
decided by business leaders, headhunters 
and journalists, was the ninth in its history. 
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eu parliamenT approves 
corporaTe gender quoTa 

Listed companies should use transparent 
selection procedures and choose the most 
qualified candidates from a gender-balanced 
list based on each candidate’s qualifications. 
In all phases of the selection process, a 
candidate of the under-represented gender 
should be given preference provided he/she 
has the same qualifications as a candidate 
of the opposite sex in terms of suitability, 
qualification and professional achievements. 
Thereby, companies should be able to fulfil 
the minimum objective of having 40% of 
the under-represented sex, typically women, 
in non-executive board-member positions 
by l January 2020. The MEPs specified 
that sanctions should be imposed for not 
adhering to transparent procedures rather 
than for failing to achieve the target.

European authorities justify the necessity 
of this measure in particular by the fact that 

underutilizing highly qualified women’s skills 
undermines economic growth. Likewise, 
the traditional composition of a body with 
one dominant sex creates a homogenized 
mindset, which limits new ideas, critical 
approaches and search for new, more 
effective procedures. The selection of listed 
companies as targets of the measures makes 
sense not only in terms of the possibility of a 
higher degree of regulation but also because 
such companies typically become a model for 
the behaviour of other entities on the market.

The draft directive will now be considered 
by the Council. Several member states, 
including the Czech Republic, do not agree 
with the regulation, but Germany recently 
changed its position and now supports it. 
If the Council approves the draft, it will 
become mandatory for member states after 
two years following adoption.

in late november, meps supported the draft directive to improve the gender 

balance in company boardrooms. The eu parliament strengthened the provision 

on sanctions, which in some cases should be obligatory rather than indicative and 

include exclusion from public procurement or partial exclusion from the award of 

funding from eu structural funds. 

The answer is simple: sometimes. 

kŠb successful in legal rankings

KŠB and its individual attorneys received awards in a number of 
international and national rankings, including in the prestigious 
annual publications Chambers Europe 2013 and Chambers 
Global 2013, The Legal 500, Who’s Who Legal and IFLR. KŠB was 
also rated as “very recommended” or “recommended” in last 
year’s national competition Law Firm of the Year. 

was THere a Tax advanTage To waiTing To 
sell immovable properTy unTil 2014?

Take, for example, the tax on acquisition of 
immovables, which replaced the real estate 
transfer tax this year. In certain cases, tax 
savings can be achieved on the structures 
and units as now, as well as on the adjacent 
land. This change derives from the new 
concept of a structure, which is no longer a 
separate thing but a part of the land. Land 
plots that were transferred before the end 
of 2013 were subject to taxation even if the 
structures or units on them were tax exempt.

Tax savings can also be achieved when 
selling immovables if the purchase price is 
lower than the price determined by an expert 
opinion. Transfer tax used to be determined 
based on the higher price (determined by the 
expert) but starting in 2014 the tax base is 

determined by comparing the purchase price 
and 75% of the price determined by the 
expert. The tax base may also be reduced by 
the costs of preparing the opinion.

As concerns transferring immovables, 
acquisition tax is now paid on both transfers, 
not just on one as before. Income tax payers 
certainly welcome a change for the better 
since selling land at a loss is now more 
advantageous than prior to yearend 2013.

Many of us may be unpleasantly surprised 
by the amendment to the VAT Act, which has 
changed the tax exemption rules for delivery 
of immovables. There is also the question of 
what tax rate applies to land transfers that 
include social housing construction starting 
in the New Year.

19TH annual cHariTy concerT 

KŠB would like to thank all its clients, business partners and 
friends for attending the 19th annual charity concert and 
supporting the Good Will Committee – Olga Havel Foundation. 
Last year’s concert took place on 24 November in the Church of 
St. Simon and St. Jude and included compositions performed by 
PKF – Prague Philharmonia and leading Czech French horn soloist 
Přemysl Vojta. Proceeds will be used to support the foundation’s 
Senior project. 

Silver Award 2012

Best Central & Eastern European  
Law Firm

firm of the year 2009, 2008, 2007 and 2006  
in the czech republic.

awards

membersHip

national law firm of the year 2012 and firm of the year 2012 
in competition law. law firm of the year 2011, 2010 & 2009 
in czech company and competition law. law firm of the year 
2008 in czech corporate law.

silver award in best central & eastern european law 
according to international legal alliance summit & awards.

chambers europe  
national law firm of 
the year 2012 and 2008, 
czech republic.
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