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DEAR SIR OR MADAM,
Owing to the increasing stress and uncertainties of the coronavirus pandemic and the related  
restrictions on general business life, there are also increasingly serious cutbacks for companies, the  
full extent of which cannot yet be foreseen.  
 
With this letter we would, therefore, like to give you an initial overview of the measures introduced by  
the German federal government in order for you to prepare yourself in the best possible way for what  
is to happen in the coming weeks, at least to the extent the situation is known at this time.  
 
Please note that this subject matter is currently changing almost daily due to dynamic developments. 
The following information represents the current legal status. However, we will continuously keep you 
informed about further legal developments by email. 
 
For detailed or special questions we are at your disposal at any time. 
Your RSM-Team 

THE POWER 
OF BEING
UNDERSTOOD
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1. POSSIBLE LIQUIDITY RELIEF BY HAVING TAX PREPAYMENTS 
REDUCED OR DEFERRED 
 
On 13 March 2020, the German Federal Ministry of Finance decided to support liquidity by 
facilitating possibilities for deferring tax payments, reducing prepayments and suspending 
enforcement. In this regard, the following is planned: 
 
• Tax prepayments are to be adjusted more easily. As soon as you can foresee that your income  
 in the current year will be lower due to the coronavirus epidemic, the tax authorities want to  
 approve an application thereto quickly and easily. 
 
• Necessary tax deferrals are to be made considerably more easily. They can be granted if a  
 collection of the tax would bring considerable hardship. The tax authorities should not make  
 any strict requirements in this regard. Interest on tax deferrals (currently 6% per annum) is to  
 be waived. 
 
• Enforcement measures (in particular, the seizure of bank accounts) or late payment penalty  
 fees are to be waived until 31 December 2020 in as far as the debtor of a tax payment due is  
 directly affected by the effects of the coronavirus. 
 
On 19 March 2020 the Federal Ministry of Finance published information concerning these 
points that can be called up on the home page of our website. 
 
Please contact us immediately if we can assist you with any of these measures due to an 
expected decline in profits or due to impending liquidity problems.
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2. APPLICATION FOR AND GRANTING OF SHORT-TIME WORK 
COMPENSATION 
 
The regulations on short-time work compensation are to be modified promptly – by the 
beginning of April at the latest. The aim is to make it easier to access short-time work 
compensation. Of course, short-time work compensation can already be applied for now.   
 
The Federal Employment Agency has already confirmed that it is basically possible to receive 
short-time work compensation [Kurzarbeitergeld (KUG)] because of the coronavirus. In the 
following, we will briefly present the essential points: 
 
How does short-time work compensation work? 
 
A difficult economic development such as the coronavirus or an unforeseeable event may make 
short-time work necessary in your company. In such cases, the Federal Employment Agency can 
provide financial support for you and your employees with regard to any loss of working hours. 
 
Should short-time work compensation be introduced and the regular number of working hours 
reduced by 50% for example, your employees will only have to work the corresponding number of 
hours and will therefore be entitled by this to a correspondingly reduced remuneration and also to 
short-time work compensation (See below for how much). Short-time work compensation is paid 
by the Federal Employment Agency for a period of 12 months at most. Initially the employer is to 
pay the short-time work compensation to the employees and is later reimbursed by the Federal 
Employment Agency.    
 
What are the labour law requirements for short-time work compensation? 
 
The employer can only introduce short-time work compensation if the right to do so has been 
regulated in an applicable collective bargaining agreement, employment contract or an individual 
agreement between employee and employer.  
 
Please consult your lawyer regarding the effects of labour law on such agreements! 
 
What have been the requirements for short-time work compensation up until now? 
 
• Notification of the loss of working hours must be made to the Federal Employment Agency  
 (available only in German, but we could assist you) 
 https://www.arbeitsagentur.de/datei/anzeige-kug101_ba013134.pdf

• In the month of entitlement, at least 30% of the employees of the company (excluding  
 trainees) must be affected by a loss of earnings of more than 10% of their monthly gross salary.

• If one-third of the employees suffers a loss of earnings of more than 10% for reasons entitling  
 them to KUG benefits, KUG may also be granted to the other employees (loss of earnings below  
 10%). 
 
• A prerequisite for the entitlement to KUG for employees who become ill is given if incapacity  
 to work occurs during the entitlement to KUG and a claim for continued remuneration were to  
 be made.
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• The following are excluded: employees who are exempt from insurances, marginal part-time  
 employees, and temporary workers, employed, employees receiving sick pay, pensioners,  
 employees whose employment relationship has been terminated or annulled from the time of  
 receipt of the termination notice.

What relief for short-time work compensation is planned? 
 
The “Act on the Temporary Improvement of the Regulations for Short-Time Work Compensation 
Due to the Crisis” provides for the following measures, which are to be implemented in the near 
future: 
 
• If orders are not forthcoming due to difficult economic developments, a company can declare  
 short-time work if at least 10 percent of the employees could be affected by a loss of work. This  
 threshold is currently 30 percent of the workforce. 
 
• It should be possible to waive the accumulation of negative working time balances in full or in 
 part before payment of short-time work compensation. The applicable law requires that in  
 companies where agreements on work time fluctuations have been made, these are also to be  
 used to avoid short-time work and used to avoid being driven in the red. Temporary workers will  
 also be able to receive short-time work compensation in the future. 
 
• The social security contributions that employers normally have to pay for their employees will  
 be fully reimbursed by the Federal Employment Agency in the future. This is intended to create  
 an incentive for making greater use of short-time work periods for training employees further. 
 
When will it be possible to draw short-time work compensation? 
 
In accordance with § 99 SGB III, short-time work compensation will be paid at the earliest from 
the calendar month in which the notification of the loss of work has been received by the Federal 
Employment Agency. If the loss of working hours is due to an unavoidable event, the notification 
for the corresponding calendar month is deemed to have been made if it was made immediately. 
The Federal Employment Agency shall immediately notify the person making the notification  
in writing as to whether there is a substantial loss of working hours based on the facts presented 
and substantiated by plausible evidence and whether the operational requirements have been met. 
 
How much is the short-time work compensation? 
 
The amount of the KUG, which is only granted for cancelled working hours, amounts to: 
 
• 67% (benefit rate 1) for employees with at least one child within the meaning of  
 § 32 paragraphs 1.3 to 5 EStG 
 
• 60% (benefit rate 2) for other employees   
 
Tips for calculating the amounts can be found in the internet by using the appropriate KUG 
calculator:  https://www.nettolohn.de/rechner/kurzarbeitergeld.html
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What is the procedure for short-time work compensation? 
 
1.  Notify the employees of the decision on short-time work and obtain agreement (in writing)  
  from each individual employee, unless a general company regulation exists. 
 
2. Notify the Federal Employment Agency responsible for you of the short-time work  
  agreement by using the form available online at   
  https://www.arbeitsagentur.de/datei/anzeige-kug101_ba013134.pdf 
 
3. After having received approval, the payment is calculated, whereby we would be pleased  
  to assist you and pay it to the employee as part of his/her monthly salary payment. A benefit  
  application is to be submitted to the Federal Employment Agency for reimbursement of the  
  short-time work compensation (deadline maximum within 3 months).   
  https://www.arbeitsagentur.de/datei/antrag-kug107_ba015344.pdf 
 
4. When returning to full-time work, the Federal Employment Agency will check the accounts. 
 
Please note that you are obliged to do your utmost to prevent short-time work, especially if 
overtime or remaining vacation days could be used. 
 
Is there any other information? 
 
On the website of the Federal Employment Agency, you will find videos on the procedure for 
applying for short time work benefits. There are downloads for leaflets, information and how to 
apply for short-time work compensation. 
https://www.arbeitsagentur.de/unternehmen/finanziell/kurzarbeitergeld-bei-entgeltausfall 
 
In particular, we recommend the Federal Employment Agency’s leaflet on the subject of short-
time work compensation, which you can download at 
https://www.arbeitsagentur.de/datei/merkblatt-8a-kurzarbeitergeld_ba015385.pdf
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3. LIQUIDITY PROGRAMMES OF THE KFW BANK 
 
The federal government wants to protect both companies and employees with new and 
unrestricted liquidity measures. First, the existing programmes for liquidity assistance provided 
by KfW will be considerably expanded to facilitate companies in gaining access to favorable 
loans. To this end, the established instruments for flanking loans offered by private banks will be 
expanded and made available to more companies. In order to obtain such funds, you should now 
contact KfW via your principal bank. 
 
The following programmes are particularly worthy of mention:  
 
• For enterprises that have been on the market for more than 5 years: 
 KFW037 - The promotional loan for established companies 
 The most important facts in brief 
 • Promotional loan at an effective annual interest rate of 1.00% 
 • Up to EUR 25 million for investments and operating funds  
 • Also for projects abroad  
 • Favorable long-term interest rates  
 
• KFW290 - The syndicated loan for digitalisation and innovation 
 The most important facts in brief 
 • For investments and operating funds in the areas of innovation and digitalisation  
 • For domestic and foreign companies with a turnover of up to EUR 2 billion  
 • Easier access to loans since KfW bears part of the risk  
 • Flexible financing structures, terms and conditions 

• Young companies that have been on the market for less than 5 years: 
 KFW079 - EPR Start-up Loan Universal 
 The most important facts in brief 
 • Up to a loan amount of EUR 25 million 
 • Start-up and operation up to 5 years after the founding of an entity  
 • Easier access to loans: KfW bears part of the credit risk  
 • Promotion of investments at home and abroad  
 
• KfW special programme for all entities: 
 In addition, KfW will prepare a special programme and introduce it as soon as possible. To  
 this end, the risk assumption for investment funds (release from liability) will be significantly  
 improved and will be up to 80 % for operating funds and even up to 90 % for investments.  
 It should also be possible for entities that have temporarily experienced financing difficulties  
 due to this crisis (crisis-related increase in risk tolerance) to take advantage of such  
 exemptions. In addition, KfW will offer syndicated structures for such entities.

The launching of these special programmes is subject to the approval of the European 
Commission. Companies wishing to have loans guaranteed are requested to contact the 
guarantee banks of the federal states.
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4. SUPPORT FOR EXPORT TRANSACTIONS 
 
With export credit guarantees (so-called Hermes Cover), the German federal government 
provides flexible, effective and comprehensive support for the economy. This is flanked by a KfW 
programme well equipped for refinancing export business transactions. If there is any additional 
demand for export cover and refinancing, the authorisation framework can be increased very 
quickly. 
 
 
5. GRANTING SUBSIDIES AND TAX REDUCTIONS 
 
At present, no programme is known to be in place for reducing tax rates. Nor has the federal 
government decided on any subsidies beyond short-time work compensation for any loss of 
revenue or production. Whether and when such measures will be implemented is not known 
at present.  However, we will inform you immediately about the exact details of any such 
programmes should they be enacted.  
 
 
6. GENERAL INFORMATION ON LABOUR LAW 
 
Unfortunately, we are not permitted to advise you in this regard, as this legal area is reserved for 
lawyers, and our qualifications do not cover this area. However, we recommend that you contact 
your lawyer immediately in order to discuss urgent issues such as the employer’s duty of care, 
home office, absence from the workplace, the obligation to report illness-related symptoms, 
continued payment of salary in quarantine cases, plant closures, and the law on working hours, 
etc.  
 
We would be happy to put you in touch with one of our colleagues at RSM Legal, 
Rechtsanwaltsgesellschaft, or a cooperation partner in the Frankfurt am Main area.  
 
 
7.  WHAT HAPPENS IF MY COMPANY IS CLOSED DOWN DUE TO 
QUARANTINE MEASURES? 
 
In the event of a quarantine order, the employer must continue to pay the affected employee’s 
salary for six weeks. The employer is then subject to § 56 of the Infection Protection Act. This 
states that the employer will be reimbursed for the amounts paid by the competent authority. 
 
As of week 7, the employee is then to receive sick pay from the health insurance fund.  
 
For further details, please contact your lawyer or us. Please note that we as tax advisors are not 
allowed to provide tax consulting services in this regard. The statements presented above are 
only general information. 
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8. IMPORTANT CONTACT POINTS  
 
As part of the proper way to deal with this crisis, it is advisable to seek contact with the 
competent authorities at an early stage. In addition, all authorities listed above offer extensive 
advisory programmes.  
 
In addition, please contact your bank for discussing the situation of your company and contact 
your lawyer concerning labour law issues in good time. For all tax issues, we are, of course, at 
your disposal. 
 
It goes without saying that you can also contact us about any of the topics mentioned above. 
All important and the most up-to-date information and contact persons can be found on the 
homepage of our website (www.rsm.de) 
 

 
9. ON OUR OWN BEHALF... 
 
We and the entire RSM team thank you for your attention. We are motivated and willing to 
support you in these difficult economic times and are at your disposal for any questions you may 
have. 
 
Stay well, you, your staff and your whole family!  
 
With kind regards,  
your RSM-Team
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