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flow of affected businesses

40% decrease in rent of commercial

and residential leases

|. The provisions

Pursuant to Article 2 of Legislative Act dated
20.03.2020 (adopting measures to halt the
spread of Covid-19), businesses, whose opera-
tion has been suspended or temporarily prohib-
ited (“Closed Businesses”) by virtue of special
extraordinary measures taken for precautionary
purposes related to Covid-19, benefit from a
40% reduction in the rent of March and April
2020 for the commercial lease of their premis-
es. Applicable stamp duty or VAT -as the case
may- will be calculated on the accordingly re-
duced rent. Payment of reduced rent does not
trigger termination of the lease by the Lessor
or any other civil claim. The above are also
applicable to financial leasing agreements of
movables or immovables concluded for pro-
fessional purposes only, where the Lessee is a
Closed Business. Last, the above are applica-
ble to residential leases where the Lessee is an
employee of a Closed Business by virtue of an
employment contract in force upon enactment
of above Covid-19 related special measures.
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II. Application

The above provision covers commercial leases
for all types of premises, i.e. offices, warehous-
es, stores, etc. and all such leases a business
may have in place, as well as residential leases
only of employees working in Closed Businesses.

The above provision applies only to businesses
whose operation has been suspended or tem-
porarily prohibited by virtue of a governmen-
tal decision, and not to business which have
been affected, even to a great extent, by the
Covid-19.

In the table below we categorize the types of
businesses and their exposure to Covid-19 pre-
cautionary measures, which may benefit from
the above provision.
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Statutory Use of Other factors Example Rent Reduction
restriction of | premises
operation
1| Total None N/A Retail stores, hair 40%
salons
2 | Total with Restricted N/A Restaurants/cafés | 40%
exceptions which provide

delivery and take
away service

3| Total with None/ N/A Retail stores op- 40%
exceptions Restricted erating through
e-shops

4 No Restricted Business turnover Importers of retail | Not eligible for the
on account affected by Covid-19 | goods statutory 40%. Given that
of business related measures, eg. the Covid-19 situation
policy and activity closely relat- constitutes force majeure
general free | ed to business under and triggers material
movement (1) above, employees adverse change of the
prohibition working remotely, lease terms, the Lessee

etc. may request the Lessor to

readjust the rent, and, if a
contractual solution is not
reached, resort to litigation
seeking the judicial
adjustment of the rent
provided that turnover is
severely affected and can

be proven.
5/ No Restricted Business turnover Service providers As above (4)
on account indirectly affected such as accounting
of business by Covid-19 related | firms/IT companies
policy and measures eg. Em-
general free | ployees working
movement remotely, decrease
prohibition in turnover, etc.
6| No Full Business turnover Super markets, Not eligible for the
possibly (if at all) pharmacies, delis statutory 40%. It is also
affected by Covid-19 unlikely that a contractu-
related measures al or judicial reduction of
eg. curfew. the rent as above (under

4 and 5) will be achieved
if a respective decrease
in the turnover thereof

is not concretely evi-
denced.

We note that in case the Lessee is already in default, (i.e. owes rents prior to the adoption of above
measures) the Lessor is entitled to take legal action regardless of the measures to the extent such
actions are not abusive. Moreover, if a relevant extrajudicial protest by the Lessor has already been
served, the procedural deadlines for the eviction of the Lessee in default are suspended during
13.03.2020-27.03.2020 pursuant to the relevant special provisions adopted in view of Covid-19.
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[1l. Procedure

In order to benefit from the reduction of the
rent by 40%, Lessees shall need to fill the par-
ticulars of the Lessor and of the leased property
in the declaration template form to be submit-
ted to the ERGANI system by 31.03.2020, which
should also include the particulars of their em-
ployees whose employment agreement has
been suspended. Thereafter, the payment of
the 60% of the rent may take place validly.

There are no official instructions (eg. in the form
of a circular) on whether/how to accordingly
notify the Lessors, but given that this issue is
widely publicized, the vast majority of Lessors
are aware that the lease they have in place falls
under the rent reduction regime. Nevertheless,

Important Note:

given that the above are unprecedented practices
in trying times, in order to show goodwill, it is
advisable to make contact with the Lessor (via
email or the phone) and inform them of the sub-
mission of a declaration to the ERGANI system
and the payment of reduced rent. It is highly likely
that the Lessor requests a copy of the submitted
declaration form or of the proof of submission
thereof for their files, and for future use with the
tax authorities/credit institutions (in case they
have credit facility agreements in place). In that
case, prior to forwarding them such a copy, it is
advisable to erase the names and particulars of
the employees of the business that appear on the
form for data protection purposes.

The above are general guidelines. Under all circumstances, it is advisable, to review each

lease separately and assess the facts of each case in order to confirm whether the Lessee
may benefit from above 40% reduction scheme and whether a contractual/judicial rent

reduction can be sought.
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