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Germany, Covid-19 Crisis: 
Summary of Government Measures 

In Germany, as in many other countries, a number of laws have been passed in order to respond to the 

economic challenges in connection with the Covid-19 crisis. This memorandum provides a brief summary 

and overview focusing on the most relevant changes to the legal landscape. 

I. Financial Support 

There are a number of financial  measures in order to support a variety of enterprises affected by 

Covid-19, ranging from programs for large to medium-sized enterprises, to programs for small 

businesses and for the self-employed, as well as short-term liquidity measures. 

1. Medium-sized and Large Companies: EUR 600 Billion Economic Stabilization Fund (ESF) 

Applications for monies under this program have to be filed and negotiated with the German 

ministry of economics (BMWi) and need to be approved by the German ministry of finance (BMF). 

The following measures are available: 

 Guarantees in the amount of EUR 400 bn are available to support capital market access via 

senior debt instruments (e.g. bonds, loans, promissory notes) with a maximum maturity of 

five years. The scope of guarantees may range up to 100% of risk. Such guarantees will 

have to be compensated by the recipient. 

 For direct investments in common/preferred equity, up to EUR 100 bn are available. 

Investments may be made also as subordinated, hybrid or convertible debt; Again, an 

appropriate compensation (for comparison, during the financial crisis: 7-10% coupon) will be 

required. 

2. Small Firms / Self-employed: EUR 50 Billion Support Package 

One-off cash payments are available for small companies, which are intended to bridge 

immediate liquidity gaps caused by the discrepancy of ongoing costs and loss of revenues. These 

range from EUR 9,000 for enterprises with up to five employees (FTEs) to EUR 15,000 Euro for 

enterprises with up to ten employees, and will be paid over three months. 

3. Liquidity Assistance Programs via KfW 

A substantial part of the liquidity assistance measures for German companies will be provided 

through the state-owned development bank, KfW. KfW will offer comprehensive guarantee 
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packages to commercial and saving banks in order to enable them to grant loans to corporate 

borrowers. Where appropriate, KfW will also directly participate in syndicated financings. 

In particular for smaller and medium-sized companies, existing banking relationships will retain 

their key importance, because they will retain the main role in assessing the credit worthiness of 

borrowers. Commercial and savings banks will arrange the respective financings, to which KfW 

will provide a backstop. 

The criteria for the financing programs require that borrowers were healthy as per the end of 2019 

and are solely facing challenges due to the Covid-19 crisis. Financings under the revised 

conditions have become available on 23 March 2020. For majority private owned companies 

operating for more than five years, there are two main programs available: 

a) KfW Loans for Entrepreneurs (KfW-Unternehmerkredit) 

The program is available for small- and medium-sized companies as well, as for large companies 

(no size limit). Available amounts are a maximum of EUR 1 bn per group, however not more than 

50% of the total group financing (if above EUR 25mn). Additional limits are (i) 25% of net sales in 

2019, or (ii) 200% of personnel costs in 2019, or (iii) liquidity need for the next 18 months for SME 

or 12 months for large companies. The guarantee coverage provided by KfW will range up to 

90% for SME or 80% for large companies. Margins will be in the range of 1.0 - 1.46% p.a. for 

SME and 2.0 – 2.21% p.a. for large companies. 

b) KfW Special Program Syndicated Loans (KfW-Sonderprogramm – 

Konsortialfinanzierungen) 

The program is available for medium-sized and large companies (no size limit). KfW risk share is 

usually at least EUR 25 million and not more than 50% of the total group financing. Additional 

limits are (i) 25% of net sales in 2019, or (ii) 200% of personnel costs in 2019, or (iii) liquidity need 

for the next 12 months. The guarantee coverage provided by KfW will be up to 80%. Margins will 

be in line with market terms, provided that terms are considered appropriate by KfW. 

II. Insolvency Law 

1. Suspension of the Obligation to File for Insolvency 

Under German law, managing directors are required to file for insolvency within three weeks after 

the occurrence of an insolvency event, e.g. becoming over-indebted (überschuldet) or illiquid 

(zahlungsunfähig). Such obligation is suspended until September 30, 2020 (the “Suspension 

Period”), unless (i) the cause for insolvency has not been caused by the COVID-19 pandemic or 

(ii) there is no prospect of improvement of the current financial situation. For businesses that have 

been solvent as of December 31, 2019, it is assumed by statutory law that the later insolvency 

situation was caused by the COVID-19 pandemic and the removal of the illiquidity situation is 

promised by the improvement measures taken. Also, the right of creditors to file for insolvency is 

limited until June 28, 2020 unless the cause for insolvency occurred on or before March 1, 2020. 

2. Incentive to Provide Liquidity by Loans Granted after March 1, 2020 

In order to facilitate new financings, liability risks of lending shareholders or third-party lenders 

and clawback risks for repayments in a later insolvency scenario have been reduced. 
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Repayments and granting of collateral for new loans granted during the Suspension Period shall 

not be deemed to be detrimental acts vis-à-vis other creditors if the repayment is effected until 

September 30, 2023. Thereby, the risks of liability and clawbacks by administrators in an 

insolvency scenario are reduced. Also, new shareholder loans granted in the Suspension Period 

are not deemed subordinated if the repayment will be effected as of September 30, 2023. The 

repayment will not be regarded as detrimental to creditors. The granting of new collateral for 

shareholder loans however is excluded therefrom and may still be deemed as detrimental to 

creditors, even if granted within the Suspension Period. 

Certain acts or legal actions granted during the Suspension Period may not be contested in 

insolvency proceedings, unless the insolvency administrator can provide evidence that the 

beneficiaries of such actions knew that restructuring measures were not suitable for the 

restructurings or financings. 

3. Limitation of Liability for Managing Directors 

Payments made by managing directors in order to ensure the continuation of the business during 

the Suspension period are deemed to be made with the prudence of a diligent businessperson, 

which excludes potential personal liability. 

The Suspension Period may be extended by way of legislative decree of the Federal Ministry of 

Justice until March 31, 2021. 

III. Leases 

The possibilities of a landlord terminating a lease agreement for cause (aus wichtigem Grund) have 

been limited. Any default in rental payments relating to periods between 1 April – 30 June 2020 does 

not provide a reason for termination, if the default is based on the effects of the COVID-19 pandemic. 

Such effects do not have to be proven by the tenant, and credible evidence (glaubhaft machen) will 

be sufficient. However, the tenant is still obliged to pay rent and interest (in case of default), as well 

as damages which the landlord suffers as a result of from such delays in payment. 

Generally, force majeure provisions in lease contracts are rare, and there is no accordant statutory 

provision. In case of a closure by official order, a statutory provision relating to frustration of contract 

(Sec. 313 German Civil Code, Wegfall der Geschäftsgrundlage) may be an instrument to suspend or 

adjust lease payments. 

IV. Employment Law 

1. Short-time Work Compensation (Kurzarbeitergeld) 

Due to the economic situation caused by COVID-19, the employer can apply for short-time work 

compensation under simplified conditions. In order to be eligible, at least 10% of employees must 

have a loss of earnings of more than 10% and the reduction of work must be temporary and 

unavoidable. If applicable, the employment agency pays 60% (in the case of at least one child: 

67%) of the loss in salary, and social contributions will  be reimbursed fully for 12 months at most. 

The implementation of short-time work requires a legal basis (i.e. an agreement with a competent 

labor union, a works council or the individual employee) and the employer has to apply for 

reimbursement with the competent employment agency. 
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2. Compensation of Salary in Case of Quarantine/Prohibition to Work 

Any employee who is subject to a prohibition of work or is in official quarantine is entitled to 

compensation for loss of earnings. The employer will continue payment of the salary, but may 

claim reimbursement from the competent authority. 

3. Compensation of Salary in case of Childcare 

If parents are not available to work because they have to look after their children under twelve 

(12) years of age due to closed schools/daycare, they may stay at home, and will receive 67% 

(max. EUR 2,016) of their monthly net income for up to six weeks. Again, the employer may apply 

for reimbursement to the competent state authority. Overtime credits and vacation time need to 

be exhausted. 

V. Corporate Measures 

1. AGMs of German Stock Corporations (Aktiengesellschaften, KGaA, SE) 

AGMs may be convened with a shortened 21 days' notice period (instead of 30 days) and must 

be held within the current financial year, rather than within the first eight months. 

Even without reference in the articles, the management board may take binding decisions 

regarding (i) electronic participation, (ii) written or electronic casting of votes, (iii) participation of 

members of the supervisory board by means of video and audio transmission and/or (iv) approval 

of video and audio transmission. 

In virtual AGMs, questions may only be asked electronically. At the discretion of management, 

questions may have to be submitted two days prior to the meeting. Also, management may 

decide to summarize and select questions, as well as refrain from answering particular questions. 

Challenges of AGM resolutions based on alleged violations of the regulations on participation and 

electronic voting may only be contested if the company is proven to have acted intentionally. 

2. German Takeover Act (Wertpapiererwerbs- und Übernahmegesetz) 

In a case where the European stabilization fund (“ESF”) acquires voting rights, it will not be under 

the obligation to make a mandatory takeover if the relevant threshold of 30% of voting rights is 

exceeded. Also, acting in concert with the ESF does not lead to an attribution of voting rights 

which may trigger a potential mandatory offer. 

In the case of a tender offer by the ESF, special rules apply. Particularly, the minimum price will 

be the lower of the (i) two-week (rather than the usual three months’) volume weighted average 

price and the volume weighted average stock price between March 1 and March 27. Moreover, 

the threshold for a squeeze-out of the ESF is 90% instead of 95%. 

3. German Limited Liability Companies (GmbH) 

Shareholder resolutions in GmbH may be taken by email or by written vote, even if shareholders 

object. Any relevant resolution may be passed via email or in written form (unless notarization is 

required) by the relevant quorum of shareholders. 
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4. German Transformation Law (Umwandlungsrecht) 

In 2020, a retroactive merger, split-up or demerger may be consummated twelve months (instead 

of eight months) after the last balance sheet date. 

VI. Tax Measures 

1. Deferral of Tax Payments (Stundung von Steuerzahlungen) 

Tax payments will be deferred without triggering interest, if companies are unable to make tax 

payments due in 2020 (irrespective if already due or only becoming due in the future) because of 

the coronavirus pandemic. This applies to income and corporate income tax, as well as to VAT. 

Accordant applications have to be filed until December 31, 2020. No strict requirements should 

be applied, but direct and not insignificant consequences must be demonstrated (without 

requiring detailed evidence). Applications for deferral of taxes due after December 31, 2020 must 

be specifically justified. 

2. Adjusting Tax Pre-payments (Anpassung der Vorauszahlungen) 

Income and corporate income tax pre-payments and the tax base for trade tax purposes may be 

adjusted. Applications must be made until December 31, 2020. Adjustments will be granted, if the 

income is likely to be lower in the current year than expected before the coronavirus pandemic. 

Applications for adjustments relating to periods after December 31, 2020 must be specifically 

justified. 

3. Enforcement Measures (Vollstreckungsmaßnahmen) 

Enforcement measures related to outstanding taxes for 2020 may be disregarded until December 

31, 2020. Late payment penalties (Verspätungszuschläge) arising until December 31, 2020 will 

also be waived. 

* * * 
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