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/Werich: Top Managers  
and Shareholders Beware!

Mgr. Radek Werich

CZECH REPUBLIC  LEGAL

Mgr. Radek Werich (Giese & Partner) warns that changes to the rules governing the 
registry of Beneficial Owners could cause havoc in transactions, and new dangers

Some shareholders and members of top 
management will have to face up to a 
major headache. The cause is be a new 
bill on the Registry of Beneficial Owners 
(RBO) which is currently on the Czech 
cabinet’s agenda. The aim of the new 
law is to implement fifth EU antimoney 
laundering directive (AML). In short, 
there’s a new sheriff in town. 

One of the key goals 
of the AML is to ensure 
transparency in terms of 
the ultimate beneficial 
owners (BOs) of the 
majority of corporate 
and trust structures 
and to ensure effective 
sanctions in case of 
non-compliance. The 
bill substantially extends 
existing obligations 
regarding the 
registration of Beneficial 
Owners which were 
introduced in 2018.

Until there now, there 
were no sanctions for 
violations when it came 
to registering Beneficial 
Owners. The regulations 
are a game changer 
in this respect and will 
clearly put an end to 
this.

First, the bill provides for a rather 
complex definition of the RBO and for 
who belongs on it. In general, it is any 
individual who is either an ultimate 
beneficiary of benefits stemming from 
the corporate or trust structure - typically 
(s)he participates in profits or in 
liquidation proceeds – or who exercises 

ultimate control, directly or indirectly. 
This broad specification can be used 
to identify beneficial owners even in 
very complex structures. There can be 
multiple beneficial owners since the 
above criteria may or may not overlap.  

The presumptions identifying BOs 
are generally based on at least 25 
percent share in profit or 25 percent 
of voting rights (direct or indirect) 
or exercise of control as defined in 
the Czech Corporations Act. If no 
BOs can be determined in spite of 
exercising all reasonable measures, the 
top leadership of the ultimate parent 
company shall be registered as the 
beneficial owners. The top leadership 
includes not only directors but also 
senior managers who are directly 
subordinated to directors.       

Companies and entities/structures 
that are obliged to register their BOs 
(obligors) have to properly document 
their effort to identify their BO and 
to promptly register any changes in 
the Registry of Beneficial Owners. 
Directors of the obligors may be held 
liable for damages arising due to any 
non-compliance. This appears to be a 
strong incentive for local directors to 
push for registration of the BOs. 
The Registry will be newly accessible 
to everyone over the internet as to 
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The bill is scheduled to take effect on 
1 December 2020. However, certain 
changes and adjustments are expected 
to occur during debates in Parliament, 
especially those relating to maintaining 
confidentiality of professional advisors 
which is compromised under the 
current wording. However, given the 
EU pressure stemming from the AML, 
no major changes in terms of the, 
BO specification and in particular the 
sanctions, may be expected.
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basic information about the BO. But 
details will only be available to certain 
authorities.

Non-compliance with the law could 
have dramatic impact on obligors 
and their stakeholders. Any legal 
acts (agreements etc.) which can 
be used to conceal the BOs shall 
not be enforceable in court. Further, 
obligors may not pay any dividends 
a similar profit share to a BO who 
is not registered in the Registry. The 

directors of the obligor shall be liable 
for potential damages resulting from 
such prohibited payments. Also, an 
unregistered BO may not exercise its 
voting rights in the obligor. This may 
lead to invalidity of many important 
corporate acts which were subject 
to a shareholder’s approval. In fact, 
this legal sanction will become a real 
nightmare in many transactions, making 
fines of up to CZK 500,000 for non-
compliance the least significant of the 
potential sanctions. 

JLL brokers land deal for Prague 
4 residential project
JLL has brokered the sale of a 4,000 
sqm construction land plot, together 
with a construction permit for a 68-
unit apartment project. The company 
GARTAL bought the land, which is located 
on Choceradska street in Prague 4’s 
Zaběhlice neighborhood from KK invest 
group. The project calls for all of the flats 
to be delivered with a terrace or balcony 
along with the creation of 47 parking 
places directly in the building, while 
another 90 are available in a seaprate 
parking garage. The area is dominated 
by family homes as well as two housing 
estates. 

Arete building for Steelcon 
Slovakia
The Czech investment group Arete has 
begun construction on a specialied 
manufacturing hall for Steelcon Slovakia, 
part of the Danish group focused on the 
production of steel chimneys. Arete Epsilon 
SK, which is a member of the Arete real 
estate investment group, completed its 
transaction of land plots in an industrial 
park in Velka Ida at the edge of Košice. 
Construction of the new production hall 
for Steelcon Slovakia began shortly 
thereafter, with plans for completion of 

the €13m investment halfway through 
2020. “Steelcon Slovakia is a very 
reputable and stable partner to us, who 
understands Slovak market benefits and 
considers its decision to stay in the region 
for at least the next 15 years as very 
strategic,” says Tomáš Novotný, who’s 
responsible for strategic development and 
asset management within the Arete group.

AFI Europe completes apartment 
villas at Tulipa Třebešín 

The development group AFI Europe 
has completed construction of five villa 
buildings in its residential project Tulipa 
Třebešín on the edge of the Prague districts 
of Malešice and Strašnice. The building 
offer 25 large apartments with three sqm 
to four bedrooms and 90 to 120 sqm 
layouts. All of the units offer a terrace 
and a garage parking place according 
to the design, which was provided by the 
Smitka architectural studio. The apartment 
villas offer a maximum of five units each.

 JLL did the land deal for this residential project




