Chanoes

Developments related to COVID-19 are occurring rapidly. Wolf Theiss will continue to
distribute regular Client Alerts via email and publish up-to-date analysis on our website.
A list of daily updated resources can be found here:
https: //www.wolftheiss.com /covidi1%/.

On 7 April 2020, the Czech Chamber of Deputies approved a draft law on certain medasures
related to loan repayments and interest payments in connection with the Covid-19
epidemic (the "Loan Moratorium Act") which aims to provide for a "loan moratorium”.

The draft law is currently awdaiting approval by the Senate (which is the upper chamber
of Czech Parliament) and will most likely be discussed in the Senate on 9 April 2020. It is
expected that it will come into force shortly after this date, if it is passed by the Senate and
published in the official collection of laws.

Please find below a brief summoary of major changes related to debtors - legal persons? -
introduced by the newly proposed act (the scope of the summary does not include the
regulatory effects of the draft law).

The purpose of the Loan Moratorium Act is to provide debtors with moratorium on their
outstanding principal and interest loan payments? in order to prevent serious economic
damage and maintain financial stability in the light of the ongoing Covid-19 epidemic.
Initially a general nationwide moratorium on loan repayments was expected, however,
contrary to this earlier expectation, the Loan Moratorium Act requires each debtor to
individudally notify the relevant creditor that he intends to make use of the moratorium
("opt-in").

With respect to loan deferral agreements to mitigate the adverse impacts of COVID-19
pandemic on the debtor that were entered into from 12 March onwards, their legal effects

1 The rules applicable to individuals including consumers are similar, but there are some important

differences.

2 The Moratorium in respect to interest loan payments would apply in relation to individuals (consumers).
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depend on the due date of the debt. Agreements concerning debts due during or,
surprisingly, after the moratorium period cedse to have their legal effects if the debtor
triggers a moratorium under the Loan Moratorium Act. The Loan Moratorium Act will not
affect the loan deferral agreements entered inte from 12 March onwards concerning debts
which were due prior to the beginning of the moratorium period.

For the purposes of the Loan Moratorium Act, a loan is defined as a deferred payment,
cash loan (in Czech: penéZita zapujcka), credit (loan) (in Czech: Gvér) or a similar financial
service. A debtor is defined as a consumer or an entrepreneur who has been provided
with a loan or to whom a debt arising from the loan was transferred (assigned) or who
assumed such a debt. A creditor (lender) is defined as a person who provided a loan to a
debtor as an entrepreneur or who has acquired a receivable from such a provided loan.

The Loan Moratorium Act applies to dll loans entered into and drawn down before 26
March 2020 and also undrawn loans entered into before 26 March 2020 which are:

A secured by real estate or rights in rem to real estate;
A related to specific purposes connected with real estate; or
A provided by building societies under the Building Savings Act.3

The Loan Moratorium Act sets out a number of exemptions outlining cases where it does
not apply, including the following:

A if a debtor was in default for more than 30 days prior to 26 March 2020 in
respect of any payment under a loan;

A to facilities, which may be re-drawn after being fully or partially repaid (for
example, revolving credits and overdrafts);

A to loans related to trading in investment instruments (such as bonds and
derivatives);

A to an investment instrument, undertaking the subject matter of which is an

investment instrument or undertaking from which a ‘receivable of financial

character' under the Financial Collateral Act* comes into existence and

which is secured by financial collateral;

to financial guarantees (including bank guarantees);

to operating leases or similar services;

to loans provided to pension funds or regulated entities within the meaning

of the Financial Conglomerates Act;

A to deferred payments, unless the deferral is subject to a charge and the
length of a deferral is not contrary to standard commercial practice;

> >

Act No. 96/1993 Coll., on Building Savings and State Support of Building Savings and on the amendment of
the Act of the Czech National Council No. 586/1992 Coll., On Income Tax, as amended by the Act of the
Czech National Council No. 35/1993 Coll.

4 Act No. 408/2010 Coll., on Financial Collaterals.

Act No. 377 /2005 Coll., on Supplementary Supervision of Banks, Savings and Cooperative Banks, Electronic
Money Institutions, Insurance Companies and Securities Brokers in Financial Conglomerates and on
Amendment to Certain Other Acts (Financial Conglomerates Act).
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A to continuous provision of services and goods of the same kind for which a
debtor may pay in instalments (e.g. payments for energy or ICT services);
or

A to loans for which a movable property is handed over to a creditor while the
creditor does not have a right to cash repayment.

The explanatory note which accompanies the draft Loan Moratorium Act® states (without
giving any further detail) that it is expected that the act should apply to loans provided in
the territory of the Czech Republic (there is no guidance in the act or the explanatory note
as to how this should be interpreted). This rule would capply regardless of the governing
law of the relevant loan agreement and regardless of whether borrowers and/or lenders
are Czech or non-Czech persons.

The question of course, is to what extent the foreign courts will take the Loan Moratorium
Act into account as 'imperdative' or ‘public policy' law.

As stipulated above a debtor will be required to submit a notification to the creditor that
he intends to make use of the moratorium. A notification would need to be submitted by
the debtor for a period of either three (i.e. until 31 July 2020) or six months (i.e. until 31
October 2020). The debtor would need to attach an affidavit that he intends to make use
of the moratorium due to negative economic impacts of Covid-19 epidemic.

A creditor (i.e. a bank or a non-banking institution) would be obliged to inform the debtor
once it has received the moratorium notification. Even in the event, that the debtor is not
informed about the receipt of the notification, he would still be entitled to make use of the
moratorium starting from a first day of a month following after the day when the debtor's
moratorium notification is delivered.

During the moratorium period, a debtor will not be obliged to make any principal
repayments.’” The duration of the security established in respect of a provided loan will be
extended with moratorium period.

In relation to corporate loans, the interest rate agreed to between the lender and the debtor
would apply during the moratorium period, but no interest can accrue on any unpaid
interest which is payable during the moratorium period. Unless agreed otherwise between
the parties, the due interest will be payable during the moratorium period.

6 The Loan Moratorium Act is silent on the point.

7 Applicable to debtors - legal persons.
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In the event that a creditor discloses information about the effects of the moratorium period
in relation to its debtor to a third party, he would be obliged to inform that party that the
moratorium period follows from the Loan Moratorium Act. Making use of the moratorium
will not have an adverse impact on assessment of creditworthiness of the debtor.

In relation to any insurance related to a provided loan and in the case that the creditor is
responsible for the payment of an insurance premium, the creditor would be obliged to
inform the debtor without undue delay about its obligations from the provided insurance
under the moratorium period and which the debtor is required to comply with during the
mordtorium period.

If a debtor decides to make use of the moratorium, he is obliged to refrain from making
major dispositions with his assets which could be used to satisfy the lender from the
provided loan.® If this requirement is not complied with, the debtor could be liable for
damages.

The creditor will not be dallowed to request any payments (of fees, costs, etc.) from the
debtor for the purposes of making use of the moratorium. Any agreements on such
payments will not be valid under the Loan Moratorium Act.

Does your business need support in implementing a work from home policy? We are
pleased to offer our online collaboration platform WT Space to support you during the
current COVID-19 pandemic.,

WT Space is a fully customizable, secure collaboration platform that requires no additional
hardware or software. Whether you need to collaborate on documents, manage project
tasks or communicate more efficiently, WT Space can help bring your team together.
Please let us know if you have questions or wish to discuss pricing. space@wolftheiss.com

8 The Locn Moratorium Act contains a similar wording as set out in s. 111(1) of the Czech Insolvency Act (Act

No. 182/2006 Coll., as amended) but unfortunately it does not contain the exemptions from this general
prohibition which are set out in s. 111(2) of the Czech Insolvency Act (including the exemption for operating
an enterprise in the ordincry course of management).
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Wolf Theiss is one of the leading law firms in Central, Eastern and Southeastern Europe L
W

This memorandum has been prepared solely for the purpose of general information and is not a substitute for legal advice

Therefore, WOLF THEISS accepts no responsibility if +in reliance on the information contained in this memorandum +you act, or fail  to act, in any
particular way

If you would like to know more about the topics covered in this memorandum or our services in general, please get in touch wi th your usual WOLF
THEISS contact or with

Wolf Theiss
Schubertring 6
AT +1010 Vienna

www.wolftheiss.com
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