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> Situation up to 2013

Present Czech civil law is regulated by Civil Code no.

40/1964 Coll. In the field of procedural law it is
supplemented by the civil procedure law no.
99/1963 Coll. {see Judicial System). The Civil Code
also serves as what is called a subsidiary regulation
for areas subject to their own enactments, e.g.
Commercial or Labour Code. If these regulations
Civil Code
provisions apply. Civil Code no. 40/1964 Coll.

fail to address some specific issue,

regulates tenure, liability for damage and unjust
enrichment, inheritance and law of obligations.

The singfe most significant special regulation of the
Civil Code is the Commercial Code no. 513/1991
Coll., regulating the legal status and actions of
entrepreneurs, trading companies and businesses,
commercial obligations and agreements, as well as
other business-related relations.

The New Civil Code: Major Changes

> Changes as of 2014

2014,
enactment will be replaced by a new Civil Code no.
89/2012 Coll. This brand new law abolishes many
of the current legal regulations and focuses in

On January 1, the existing civil law

considerable detail on the sphere of family law,
absolute property rights and relative property
rights.

Besides the new Civil Code, January 1, 2014 will
also bring about a replacement of the current
Commercial Code, to be substituted by law no.
90/2012 Coli,,
operatives, known as the Business Corporations
Act, and law no. 91/2012 Coll. on international

on trading companies and co-

private law,



The New Civil Code: Major Changes

m%

cease to apply in the Czech Republic and a new Civil
Code will come into force as part of a complex
recodification of the Czech private law. We offer a
brief summary of the essential changes introduced
by the new Civil Code as of 2014.

= Personal rights and sanctions for their breach
{such as publication of photographs) will be
reinforced, especially where perpetrated by mass
media.

= Educational role of parents will be reinforced,
who will have the right to redress their child with
the use of reasonable educational measures.

* Live animals will no longer be defined as things
and will enjoy special significance and value as
live beings with senses.

* Denial of fatherhood of children born in wedlock
will be possible for six years from the child’s birth.

» It will no longer be possible to place children in
children’s homes for indeterminate duration -
the maximum period will be three years, after
which a court must decide.

= The will of the testator is reinforced in the new
treatment of inheritance — a dying person will
have the right to decide on the inheritance in the
presence of witnesses without a notary.

= Where more than one testament exists and
contradictions arise, the testaments must include
the precise day, month and year when they were
executed. Otherwise they are invalid.

* It will no longer be possible to declare a person
fully incompetent; in case of persons with limited
competence, greater emphasis will be placed on
their wishes,

= Llife estate” {or “vyminek”) will be reintroduced
— prior to the transfer of a house to one’s children
the original owner will be able to request a
guarantee that he or she will be allowed to
continue living in it.

*  When a person is dispossessed of an “object of
special affinity” (such as, for example, the only
photograph of deceased parents) through theft or
other misdeed, he or she will be entitled to
special compensation.

* Personal rights will stand above the reguiation of
property relationships.

Spouses will be able to prevent their partner’s
enterprise, such as risky investments of joint
property.

Owners will only be allowed to increase rents
once a year to a maximum sum that will not
exceed 20 % in three years. Only if the value of an
apartment or a house increases, it will be possible
to raise rents by 10 %.

Written contracts will no longer be required for
the letting of apartments, fields, forests or cars —
a verbal contract will suffice.

Travel agencies will indemnify in case of "vacancy
disruption", not compensate for the "loss of
vacancy enjoyment" as they do now.

Damage compensation by re-establishing original
condition will enjoy precedence over financial
reparation.

The law will no longer require public-benefit
organisations to direct majority of their acquired
finances towards activities for the public good.
They will merely have to employ their assets
economically for the purpose of public benefit.

It will be simpler to set up associations.
Joint-stock companies will no longer require a
supervisory board; board of directors will suffice.
A mistake in the drawing up of a part of a
contract will no longer automatically invalidate
the entire document.

Buildings will constitute a part of the land
according to the classical Roman principle of
superficies solo cedit.

Water pipes, drainages and power lines will no
longer constitute part of the land which they
traverse.

Contracts currently addressed by other
regulations, such as insurance contracts, will be
made part of the Civil Code.

The principle of legal certainty of persons acting
in good will be reinforced, e.g. when stolen car is
purchased, it will be retained by the new owner
provided he or she was not aware of the fact the
car was stolen and had acted in good will.



__ New Civil Cod Ma Chaes

The brand new law on trading companies and co-

operatives, known in short as the business
corporations’ act, constitutes the second part of
the private law recodification linked to the new
Civil Code. The legislation’s main purpose is to
facilitate business enterprise and to address some
the

environment. Just like the new Civil Code, the

specific  features  of entrepreneurial

business corporations’ act enters into force in 2014.

In the new law, the term "business corporation"
includes trading companies and co-operatives, and
the the their
administration and discontinuation. It

law sets rules for creation,
also
regulates, among other, the status of creditors.
Unlike the current Commercial Code, however, the
new business corporations’ act will not address

the sphere of obligations relations, which will be

governed exclusively by the Civil Code in the future.

Major changes brought about by the new law
include the lowering of authorised capital for
establishing a limited liability company to 1 CZK.
Creditors’ protection in case of bankruptcy will
therefore not rest on authorised capital, but rather
on the property of the associates. Responsibility for
damage caused by a company or, specifically, its
representatives, is also amended. Members of
statutory bodies, including past members, will
vouch with their property if their bad decisions
result in bankruptcy. A company will not be
allowed to perform any observance that would
result in its bankruptcy.

In general, more attention will be paid to the
drawing up of performance agreements, questions
of remuneration and issues of damage liability. The
obligation to employ due diligence in arriving at
decisions will be retained. On the other hand, the

right to exculpate oneself will be introduced if a
statutory body member causes damage, but can
prove that he or she acted in good will and could
not have foreseen the damage (e.g. in case of
sudden change of commodity prices or capital
market collapse).

A certain relaxation will also be enjoyed by joint-
stock companies, which are, however, subject to
the greatest reguiation under European law. loint-
stock companies will be, among other, free to
decide whether their activities and property will be
administered by an administrative council or a
board of directors and a supervisory council.
Despite previous expectations, the law does not
abolish bearer shares.



The recodification of Czech private law also

includes a new act on private international law.
Along with the new Civil Code and the business
corporations act it comes into force on 1/1/2014.

The private international law act is to replace the
almost sixty-year-old law no. 97/1963 Coll., on
private and procedural international law.

The new law sets the rules for all disputes with
cross-border aspects. The law defines which
national legislation shall be applicable for a dispute
and which court shall rule. In comparison with the
previous measure, a foreigner’s place of usual
residence will be given greater emphasis than his
or her citizenship. Besides foreigners’ status in
Czech courts, the law also addresses the provision
of legal assistance in dealing with foreign states, as
well as the recognition and enforcement of foreign
courts’ rulings. It also deals with conditions of legal
representation and the related issue of recognition
of qualifications not addressed by the existing law.

The new enactment also clearly states the
precedence of international treaties and directly
applicable EU regulations.

Amang other, the law also establishes a significant
public order reservation, providing for the denial of
the provisions of foreign laws, decisions or
arbitraments in the exceptional cases wherein
these would be in breach of the public order in the
Czech Republic.”

! www.czechlegislation.com, SoftBooks, 27/12/2013.

_The New Civil Code: Major Changes
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