
Act No. 33/2020 (hereinafter the “Amendment”), amending Act No. 90/2012, on corporations 
and associations (the Act on Corporations), as amended (hereinafter the “Act on 
Corporations”), entered into force on February 13 of this year upon its promulgation in the 
collection of documents. The Amendment was called “major” because it involves the most 
extensive changes to Czech corporate law in the past six years. Although the vast majority of 
provisions in the Amendment take effect as of January 1, 2021, it is important to prepare for 
them in advance. 

The Amendment is based on the general principle that provisions in incorporating documents 
that do not comply with the coercive provisions of the Act on Corporations as amended by the 
Amendment will no longer be binding. We would therefore recommend that clients perform 
an analysis of the incorporating documents for their corporations in relation to the 
Amendment and make sure to amend them if necessary in a timely manner. 

The Amendment imposes on corporations the obligation to adapt incorporation legal acts to 
the Act on Corporations as amended by the Amendment and deliver the new versions to the 
collection of laws no later than December 31, 2021. If the Act on Corporations as amended by 
the Amendment imposes the obligation to enter new records into the Commercial Register or 
place documents in the collection of documents that have not been entered or placed 
before, the registered entity must file a proposal for entry into the Commercial Register or 
place the document in the collection of documents no later than June 30, 2021, unless 
stipulated otherwise in a particular case. Failure to abide by these obligations can result in 
penalties up to and including dissolution of the corporation with liquidation.

Overview of the six most important changes for business practice:   

1. Approving the transfer or pledge of an enterprise – approval by the General 
Meetings of both parties

The competence of the General Meeting for s.r.o. and a.s. or the members’ assembly for an 
association is newly defined in the form of “approval of the transfer or pledge of an enterprise 
or part of the assets that would entail a major change in the actual line of business or activities 
of the company.” In addition, the new legislation requires the consent of the General Meetings 
of both contracting parties or else such important legal acts will be rendered voidable.

2. Faster and less expensive to set up s.r.o. 

In cases where the total of all monetary contributions from shareholders in an s.r.o. does not 
exceed CZK 20,000, it will be possible to pay the deposits other than by putting them in a 
special account, such as by paying in cash to the deposit administrator or notary directly. This 
will naturally save time and money. 

3. New legislation on the monistic model for a.s. companies

As is common in other countries, the management board will now hold both management and 
supervisory competency. Therefore the position of statutory director is eliminated. 
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The Amendment also stipulates that the administrative board’s capacity to designate the basic 
focus of management and basic focus of supervising the company’s activities cannot be 
assigned to any person other a member of the administrative board and that this capacity 
cannot be divided between members of the administrative board by fields.  However, the 
explanatory report for the Amendment allows distinguishing between executive and non-
executive members of the administrative board, in accordance with the practice in other 
countries. 

It is already clear that a precise definition of the basic focus of management and supervising 
the company’s activities and distinguishing between “ordinary” management and supervisory 
over the company’s activities may create practical difficulties and will need clarification from 
the jurisprudence of the higher courts.

Unless the articles of association (or agreement on performance of office with regard to the 
length of the term in office) stipulate otherwise, the administrative board will have three 
members who serve a term in office of three years. A lower or higher number of members will 
be permitted.

For the avoidance of ambiguity and misunderstanding that might arise for existing a.s. 
companies with a monistic system (i.e. with a statutory director and management board 
instead of a board of directors and supervisory board) - in particular due to discrepancies 
between the current wording of the articles of association and the coercive provisions of the 
Act on Corporations as amended by the Amendment - we recommend that these a.s. 
companies amend their articles of association this year to take effect on January 1, 2021 and 
adapt their internal structure to comply with the Amendment.

4. Legal complaint to add liabilities by a member of the statutory body

Another significant (but vaguely formulated) change is the legal complaint to add liabilities, 
which the Czech legislative body borrowed from French legislation. This is designed to give 
creditors of a corporation sufficient resources to satisfy their claims that would otherwise 
remain unsatisfied as a result of a breach of obligations on the part of members of the 
statutory body.

If a member of the statutory body (also a person in a similar position, such as a proxy holder, 
or any other person de facto in such a position even if not an actual member) contributed to 
the bankruptcy of the corporation by breach of that person’s obligations (inappropriate or 
unsuitable strategic decisions, continuing in loss-making activities without taking appropriate 
countermeasures, misleading accounting, etc.) and if bankruptcy has been declared against 
the corporation’s assets, the insolvency court can decide on a motion from the insolvency 
trustee that said member must add performance to the corporation’s assets up to the 
difference between the aggregate debt and the value of the corporation’s assets. According to 
the Amendment the insolvency court should also take into consideration the degree to which 
the breach of obligations contributed to the insufficiency of the assets. 

Although proving a direct causal relationship between breach of obligation and a decrease in 
assets may pose difficulties in some cases, insolvency trustees are sure to make liberal use of 
this possibility, especially thanks to the generously defined prerequisites. In the future 
members of statutory bodies will have to pay careful attention to the obligation to act with 
due professional care and the business judgment rule, and take special care to hold suitable 
liability insurance (D&O insurance).

.
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5. Reducing the number of inactive corporations

The Amendment also amends Act No. 304/2013, on public registers of legal entities and 
natural persons and records of trust funds, as amended. If a corporation does not present a 
regular or extraordinary financial statement for at least two consecutive accounting periods for 
inclusion in the collection of documents, the registration court will send the corporation a 
notice to present all missing financial statements for inclusion in the collection of documents 
within one month. Failure to comply is subject to a fine of up to CZK 100,000, which may be 
applied repeatedly, and in extreme cases the registration court can commence proceedings on 
dissolving the registered entity with liquidation, even without a proposal.

If this notice is not successfully delivered to the corporation, the registration court will 
commence proceedings on its dissolution and enter said fact into the Commercial Register 
without proceedings. The registration court will be able to issue a decision on dissolution of the 
corporation (i) without liquidation (in the event that the corporation has insufficient assets) or 
(ii) with liquidation (if the corporation has sufficient assets to cover the costs of liquidation) no 
sooner than one year after the date of entering the commencement of proceedings on 
dissolution of the corporation into the Commercial Register. The registration court will erase 
the corporation from the Commercial Register on the basis of that decision (if (i), but not while 
the insolvency proceedings are ongoing) or after liquidation is complete (if (ii)). 

The proposed “stricter” legislation as compared to the existing, rather theoretical and 
neglected in practice, legislation is intended as a deterrent to inactive companies and to avoid 
the risk of their acting as “straw men” for financial and tax fraud, as well as to “fill up” the 
collection of documents, since many corporations fails to meet their legal obligation to file the 
prescribed documents, despite the threat of fines.

6. Ineffectiveness of Agreements on Performance of Office

Legislation on agreements on performance of office for a member of an elected body of a 
corporation has seen several significant changes. An agreement on performance of office at a 
limited company will not take effect without the consent of the company’s highest body, as 
compared to the current relative invalidity. The possibility of granting consent only after 
concluding a contract remains in force. 

If an agreement on performance of office is not effective for reasons on the part of a limited 
company, force majeure or other obstacle arising independently of the will of the member of 
an elected body of the limited company, the remuneration of the affected member of the 
elected body is designated as the usual remuneration at the time of creation of the office for 
activities similar to those performed by the member of an elected body. This claim will be time-
barred in the general subjective limitation period of three years, beginning at the time the 
member of the elected body learned of the decisive grounds creating the claim.

NEWSFLASH 6/2020 I

MAJOR AMENDMENT TO THE ACT ON CORPORATIONS 
THE SIX MOST IMPORTANT AND 16 OTHER SUBSTANTIAL 
CHANGES THAT WILL AFFECT BUSINESSES



Overview of other substantial changes introduced in the Amendment:

1. Memorandum of association will not automatically take precedence over the 
provisions of an agreement on performance of office

Unlike current legislation, the new legislation expressly addresses discrepancies between the 
agreement on performance of office and the memorandum of association. Essentially the 
provisions of the memorandum of association will take precedence except in cases where the 
agreement on performance of office is approved by a majority required for amendment of the 
memorandum of association. Minority shareholders will thus have greater weight in approving 
agreements on performance of office, while managing directors will want to have them 
approved with as large a majority as possible in order to avoid potential exclusions in 
applicability of provisions in agreements on performance of office according to the wishes of 
shareholders. The same will apply to articles of association for a.s. companies.

2. No more chaining legal entities in elected bodies of corporations

If a legal entity is a member of an elected body of an s.r.o., a.s. or association, under the 
Amendment that legal entity will have to empower a single natural person without undue delay 
(the obligation to present an excerpt from the criminal register and consent to entry in the 
Commercial Register remains unchanged) to represent it in the body. If no natural person is 
registered in the Commercial Register by March 31, 2021, the relevant office of the legal entity 
will expire ex lege. The current system, where a legal entity can represent another legal entity 
as member of an elected body, will be a thing of the past.

3. Erasure of obsolete provisions regarding the establishment of the company from 
the memorandum of association or articles of association is not an amendment

The Amendment also responds to an existing problem of interpretation, which explicitly 
stipulates that deleting data from the memorandum of association or articles of association 
that is given upon establishing limited companies (information on the person administering the 
entry, etc.) does not constitute amendment of the memorandum of association or articles of 
association.

4. Ban on performance without consideration for a shareholder or family member

The Amendment also introduces a rule (which already applies in tax) under which a 
corporation may not provide performance without consideration to a shareholder or family 
member, with the exception of the usual occasional gifts, donations of an appropriate amount 
to a good cause or in other, similar cases.

5. Withdrawal from the office of elected body

The Amendment corrects the inability of a member of a corporate body to withdraw from 
office at a time that is not suitable for the corporation. It also clarifies the date of terminating 
the office in individual cases.
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6. Reports on relationships do not have to include protected or classified information

The Amendment expressly states that reports on relationships (available to the public online) 
will not have to include information that is protected or classified, such as the amount of 
counter performance or interest on shareholder loans.. The report will state that it is 
incomplete and give the reason the otherwise required information is missing. Similarly, reports 
on relationships will be able to give information classified as business secret in general terms 
corresponding to the purpose of the report.

The report on relationships will be part of the annual report, if made (with minor exceptions, 
annual reports are made by companies that are required to have their financial statements 
audited), and will thus be subject to audit.

The above will apply to reports on relationships prepared for the accounting period starting in 
2021.

7. Ownership interest with “transmission rights”

The Amendment also expressly permits shares or ownership interests with transmission rights. 
As of 2021 the memorandum of association / articles of association can state that an 
ownership interest comes with the right to appoint and recall one or more managing 
directors / members of the board of directors / members of the supervisory board. However, 
the total number of members of these bodies appointed in this way must not be higher than 
the number appointed by the General Meeting. 

The Amendment also stipulates situations where the General Meeting can recall the person 
thus appointed. This option is limited to cases where the transmission rights expire or serious 
grounds exist consisting of performance of the office of appointed executive, in particular if 
the executive breaches their obligations seriously or repeatedly.

Appointing and recalling members of the above-mentioned bodies on the basis of the 
transmission right will require written form with officially certified signature and will take effect 
with regard to the company upon delivery of the relevant decision.

Many shareholder / stakeholder agreements will be unnecessary under this new legislation.

8. Option to expand the list of reasons for non-exercise of voting rights

The Amendment now allows the memorandum of association to stipulate other important 
reasons that, if met, will prevent a shareholder from exercising voting rights, such as in all cases 
of conflict of interests of a shareholder or persons affiliated with a shareholder. 

Stakeholders in joint-stock companies (a.s.) and members of associations will be subject to 
rules that are materially the same. One can only speculate how often this restriction of rights 
for shareholders / stakeholders will be used in the future. 

9. Decision-making by correspondence (per rollam) in s.r.o. and a.s. companies

The Amendment also clarifies the rules for decision-making outside the General Meeting in 
s.r.o. companies, bringing the legislation on correspondence voting in s.r.o. companies into 
compliance with EU law. 
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If a certification by authentic instrument is required for a decision of the General Meeting of a 
limited company, the draft per rollam decision will have to be made in the form of an authentic 
instrument, although it will be sufficient to send shareholders/stakeholders only copies of the 
authentic instrument on the draft decision. A related statement of the shareholder/stakeholder, 
if made, will not have to be made in the form of an authentic instrument, and it will be 
sufficient to have the signature on the statement officially certified. The new legislation will 
thus lead to cost savings especially in a.s. companies and will simplify changes to the 
memorandum of association / articles of association in the absence of stakeholders and 
shareholders.

The legislation on holding “virtual” General Meetings for s.r.o. and a.s. companies made 
possible by the COVID-19 measures regardless of the wording of the memorandum of 
association / articles of association have not yet been introduced permanently in the 
Amendment.

10. Authorization of the General Meeting to give the managing director strategic and 
conceptual instructions

The inability to give the managing director instructions concerning business management 
(other than the exception given in the law) remains unchanged. The Amendment does 
expressly state, however, the legal doctrine already inferred: that the General Meeting is 
entitled to give the managing director strategic and conceptual instructions, provided that 
they are not in conflict with legal regulations and/or the memorandum of association. The 
same rules will apply for the board of directors and administrative board of joint-stock 
companies (a.s.).

11. Seeking to have a resolution of the General Meeting declared invalid – with a 
reasoned protest or without a protest

As of 2021 the Amendment would introduce the rule that a protest must include a statement of 
reasons, unless the petitioner filed it for a serious reason (e.g. discovering the defect would 
have required professional knowledge the shareholder did not have, or the shareholder was 
excluded from the General Meeting without authorization). This means that except in cases 
involving serious reasons the protesting shareholder should always state what they see as the 
defect in the process of convening, holding and/or issuing a resolution of the General Meeting. 
As shareholders typically do not have a legal education, the protesting shareholder will not 
need to refer to a conflict with specific provision in the law, but simply state what they see as a 
defect and to which resolution their protest applies. The shareholders will also be able to make 
use of a protest submitted by another shareholder. 

Another change (not very important in practice) involves the option of stipulating in the 
memorandum of association that shareholders can seek to have a resolution of the General 
Meeting declared invalid even without filing a protest.

The Amendment also introduces the same rules for a.s. companies, except for the option of not 
requiring a protest in the articles of association. 

NEWSFLASH 6/2020 I

MAJOR AMENDMENT TO THE ACT ON CORPORATIONS 
THE SIX MOST IMPORTANT AND 16 OTHER SUBSTANTIAL 
CHANGES THAT WILL AFFECT BUSINESSES



12. Restrictions on transferability of registered shares or changes thereto take effect 
only upon entry in the Commercial Register

As of 2021 Every entry of restrictions on transferability of registered shares or changes thereto 
into the Commercial Register will be constitutive, i.e. this restriction or change thereto will take 
effect upon the date of its entry into the Commercial Register. If a specific a.s. company does 
not have a restriction on transferability of registered shares recorded in the Commercial 
Register, we recommend having it entered in the Commercial Register no later than January 1, 
2021.

13. Amending the articles of association at the General Meeting – new requirements 
for the invitation 

If amending the articles of association is on the agenda for a General Meeting as of 2021, the 
invitation will have to include at least a brief description and reasoning for the proposed 
changes. The board of directors or administrative board will publish the full draft of the 
proposed amendment to the articles of association along with the invitation to the General 
Meeting on the company website. The company will permit each stakeholder to review the 
proposed changes to the articles of association at the time given on the invitation to the 
General Meeting at the company’s registered office at no charge. Stakeholders must be 
informed of this right in the invitation to the General Meeting.

14. Clarification of the rules on business reports for a.s. companies 

Under the new legislation only the board of directors / administrative board of an a.s. that does 
not prepare an annual report (for more on the obligation to prepare an annual report, see 
above) will prepare a report on the business activities and state of assets wherein it will assess 
the assets and business activities of the company during the accounting period for which the 
financial statement is made, and anticipated future developments in the company’s business 
activities. This report will be placed in the collection of documents along with the financial 
statement.

15. Members of the supervisory board of an a.s. elected by employees

The Amendment responds to certain problems in interpretation and gives more detailed 
legislation on certain issues than the current version of the Act on Corporations. It stipulates 
clearly that employee participation does not apply in an a.s. with a monistic internal structure. 
The decisive date for assessing whether the prerequisite of more than 500 employees will be 
stipulated as the first day of the accounting period in which the member of the supervisory 
board is put into office.

The Amendment specifically mentions the possibility of indirect election using electors if so 
stipulated by the voting rules. In our opinion, this option could strengthen the position of 
unions or employees’ councils if they controlled the electors and could secure the recall of the 
relevant members of the supervisory board even without new elections. The amended 
provision also explicitly states that the voting rules are prepared and approved by the board of 
directors after negotiation with the union organization and employees’ council, if the company 
has one, and the validity of the election or recall of members of the supervisory board elected 
by employees may now be expressly subject to judicial review.
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16. Association – new restriction for members of the board of directors and 
clarification of the obligation to disclose the financial statement before the date of 
the members’ assembly

As of January 1, 2021 a member of the board of directors will be unable to take part in the 
business dealings of another corporation as a shareholder with unlimited liability or as a 
person controlling another person with the same or similar line of business or activities. The 
articles of association, however, will be able to stipulate a deviation from this rule. 

The Amendment also expressly designates the place and how far in advance association 
members can review the association’s financial statement, as the board of directors will have 
to disclose the financial statement at least 15 days before the members’ assembly at the 
association’s registered address or another place designated in the invitation to the members’ 
assembly.
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