
 

 

 

In order to support companies in coping with the economic consequences of the Corona pandemic, the 

German legislator has adopted various tax measures in two legislative procedures (Corona Tax Assis-

tance Act and Second Corona Tax Assistance Act). In particular, the focus is on strengthening the liquidity 

of companies, e.g. by means of a lump-sum loss carryback, and economic impulses, e.g. by temporarily 

reducing VAT rates. In addition, tax benefits for employees and families have also been agreed. 

CHANGES IN INCOME TAX LAW 

 Special payments to employees in the Corona crisis are income tax free up to EUR 1,500. The 

tax exemption applies to allowances or benefits in kind which employers grant their employees 

between 1.3.2020 and 31.12.2020 in addition to the wages owed in any case. 

 Contributions by the employer to short-time work compensation are exempt from income tax 

up to 80% of the difference between the target and actual remuneration. This also corresponds 

with the treatment under social security law. The precondition for this preferential treatment is 

that the subsidies are paid between 1.3.2020 and 31.12.2020.  

 In income tax and corporate income tax, taxpayers can apply a loss carryback to the previous 

assessment period and thus retroactively reduce the tax burden there. Instead of the previously 

possible loss carryback of EUR 1 million (or EUR 2 million in case of a joint assessment of 

spouses), the tax loss carryback for the years 2020 and 2021 is extended to EUR 5 million and 

EUR 10 million respectively (in case of a joint assessment). With regard to trade tax, there is still 

no possibility of a loss carryback.  

 By means of a lump-sum loss carryback amounting to 30 % of the income in 2019 (excluding 

income from employment), income tax or corporate income tax prepayments for 2019 can al-

ready be reduced (retroactively). The prerequisite for this is that the advance payments for 2020 

have already been reduced to EUR 0. This liquidity-effective loss utilization of the loss expected 

to arise in 2020 in a lump-sum amount is also possible in the 2019 tax return. If a higher loss 
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can already be proven in 2020, it can be taken into account accordingly up to a maximum 

amount of EUR 5 million (or EUR 10 million). 

 A declining balance depreciation method was introduced. It is applicable to movable fixed assets 

acquired or manufactured in 2020 and 2021 and amounts to 2.5 times the straight-line depre-

ciation (maximum 25 %). 

 The private use of company cars is taxed more favourably if the company car has no carbon 

dioxide emissions per kilometre driven and has a gross list price of a maximum of EUR 60,000. 

Previously, this rule only applied if the gross list price did not exceed EUR 40,000. 

 From a tax point of view, it is possible to avoid capital gains taxation when selling certain busi-

ness assets, such as land, buildings or shares in corporations, by setting up a reserve and later 

transferring the reserve to a suitable reinvestment asset (§ 6b German income tax act - EStG). 

The prerequisite is that reinvestment in a suitable asset takes place within a certain period (reg-

ularly within the four years following the year of sale). These reinvestment periods are tempo-

rarily extended by one year.  

 A corresponding regulation also applies to the use of investment deductions (§ 7g EStG), which 

small companies have set aside in the past to reduce profits from future investments. The dead-

lines for the use of investment deductions, which were due to end in 2020, are extended by one 

year. 

 If trade tax is payable on profits, this tax burden can be offset against income tax to a certain 

extent. The relevant reduction factor has been raised from 3.8 to 4.0, so that the trade tax burden 

can be completely neutralized in more cases than before. 

 Certain expenses, e.g. interest expenses, rents and licence fees, are to be added to the profit pro 

rata for the calculation of trade tax. The tax allowance provided for these additions has been 

increased from EUR 100,000 to EUR 200,000. 

 The legislator has created relief for conversions and contributions: Following the extension of 

the retroactive period to 12 months in the Conversion Act, an extended tax retroactive period 

of 12 months in the Conversion Tax Act now also applies to transactions outside the Conversion 

Act (change of legal form to a partnership or contribution) if the application for registration or 

the conclusion of the contribution agreement is made in 2020.   

 Parents receive a one-time child bonus of EUR 300 for each child entitled to child benefit. This 

bonus is treated like child benefit, so that depending on the income situation of the parents, the 
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child allowance may continue to be more favourable in tax terms even after the bonus has been 

taken into account. 

 The relief amount for single parents will be increased for a limited period of two years from 

currently EUR 1,908 to EUR 4,008 for the years 2020 and 2021. 

 

CHANGES IN SALES TAX LAW 

 The VAT rate has been reduced from 19 % to 16 % (regular tax rate) and from 7 % to 5 % (reduced 

tax rate) for a limited period from 1.7.2020 to 31.12.2020. 

 Meals served in a restaurant were previously subject to the regular VAT rate of 19 %. From 1.7.2020 

to 30.6.2021 the reduced VAT rate is to be applied to restaurant and catering services. Consequently, 

meals in restaurants are subject to a VAT rate of 5 % from 1.7.2020 to 31.12.2020 and 7 % from 

1.1.2021 to 30.6.2021.  Drinks consumed in a restaurant are not covered by the change. The regular 

VAT rate (16 % from 1.7.2020 to 31.12.2020 and 19 % from 1.1.2021 to 30.6.2021) continues to apply 

to beverages. 

 For legal entities under public law a new regulation on entrepreneurial status came into force on 

1.1.2016. In order to facilitate the transition to the changed VAT treatment for the municipalities, 

there is a transitional regulation: affected legal persons under public law could continue to apply 

the old regulation until 1.1.2021. The transitional arrangement was extended so that the VAT treat-

ment under the old law may continue to be applied to services performed before 1.1.2023. 

 The due date for import turnover tax is postponed to the 26th of the second month following the 

import. 

 

CHANGE IN TAX INCENTIVES FOR RESEARCH 

Since 1.1.2020, research and development activities have been eligible for tax incentives. The maximum 

assessment basis of the tax research allowance will be doubled in the period from 1.7.2020 to 30.6.2026. 

This means that personnel costs for employees working in research and development can be subsidized 

up to an amount of EUR 4 million per year (instead of EUR 2 million previously), which, at an (unchanged) 

subsidy rate of 25%, means a research allowance of EUR 1 million. 
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