COVID-19:

First set of KredEx crisis measures
and how to apply
On 27 March 2020, KredEx Foundation announced the conditions
of its package of ﬁrst crisis measures to support Estonian companies in coping
with the consequences of the Covid-19 pandemic.
We recommend that you take the following steps to ascertain if your company
is could beneﬁt from these measures and how to apply, seeking the advice of your ﬁnancial and legal counsel, if necessary:
1. Map out the ﬁnancial situation of your company, reviewing revenues and expenses and the ﬁnancing arrangements in place
2. Look into the Kredex Covid-19 crisis measures to ﬁnd out:
• Does your company qualify for the measures?
• Are the conditions of the measures suitable to your company or are there better alternatives?
3. Prepare a business continuity plan, including ﬁnancial forecasts for the coming three years
4. If your company fulﬁls the criteria and you decide to apply, start the application process. Below you ﬁnd some guidance to help you.
NB. When examining the KredEx crisis measures, we recommend to pay attention to undeﬁned concepts and non-exclusive conditions.
In certain cases exceptions may be allowed by KredEx on a case-by-case basis.
Our experienced lawyers and ﬁnancial advisers at KPMG are here for you. To ﬁnd out more about how we can help you, please contact
Hetti Lump, the Head of Banking and Finance at KPMG Law (please see the contact information below).

KredEx Covid-19 support package includes three measures
Guarantee
for a new loan

Guarantee for
an existing loan

Kredex provides guarantees for loans in cases where
a bank makes this a precondition for issuing a new loan
or for easing the payment schedule or other terms
(e.g. a longer grace period) of an existing loan.

Loan
In cases where a bank will not issue a loan or the proposed loan conditions
are unreasonable, KredEx may grant a working capital loan to help companies
cope with liquidity problems caused by the Covid-19 outbreak, or an
investment loan to help companies take advantage of new business
opportunities, including those opened up by the Covid-19 pandemic.

Key requirements for applicants:
1.
2.
3.
4.

The company is registered in the Estonian commercial register and has ﬁled all the reports required by law
The company is not subject to insolvency or liquidation proceedings
The ﬁnancial forecasts provided to KredEx conﬁrm that the company is sustainable and solvent in the long term
The company had no overdue liabilities to the Tax and Customs Board (except those paid by instalments) or banks, which have incurred
before 1 January 2020
5. The company was not in difﬁculty as at 31 December 2019, i.e. it did not meet any of the following criteria at this date:
• The undertaking is a limited liability company or a limited or general partnership which has lost more than half of its subscribed share capital
as a result of accumulated losses (there is an exception to certain small and medium-sized enterprises (SME-s), i.e. to companies that have
up to 250 employees and whose annual turnover does not exceed 50 MEUR and/or total balance sheet does not exceed 43 MEUR)
• The undertaking is subject to insolvency proceedings or meets the criteria for being placed in insolvency proceedings
• The undertaking has received rescue aid and has not yet reimbursed the loan or terminated the guarantee, or has received restructuring aid
and is still subject to a restructuring plan
• In the case of an undertaking that is not an SME, the book debt to equity ratio has been greater than 7.5 and the EBITDA interest coverage
ratio has been below 1.0 for the past two years

These activities and companies are not eligible for KredEx Covid-19 support measures:
1.
2.
3.
4.
5.

Primary production of agricultural products, ﬁsheries and aquaculture and forest management
Financial and insurance companies (EMTAK section K)
Production, processing and marketing of tobacco and related products
Acquisition of vehicles and equipment used for road freight transport
Acquisition of passenger cars. The acquisition of commercial vehicles and mobile machinery is generally not eligible (but exceptions are
possible)
6. Property development projects aimed at sale or lease. If property is developed for own use, a part of the premises may be leased out,
provided that lease payments (excl. those from subsidiaries and afﬁliates) does not exceed 30% of the applicant’s annual turnover
7. Export-related activities directly connected with exported goods, the development and functioning of the distribution network and other
current expenses related to export activities if the guarantee constitutes de minimis aid
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8. The purpose of ﬁnancing is the use of domestic products instead of imported products
9. The applicant’s direct or indirect owners include companies registered in low tax rate countries
10. Activities related to pornography, gambling, illegal data downloads or provision of illegal access to data networks
11. Research and development in healthcare with the aim of cloning humans or developing genetically modiﬁed organisms for research
or treatment purposes
12. Construction companies (EMTAK section F) – restriction applies only to the loan measure.
13. Working capital ﬁnance for retail and wholesale companies – restriction applies only to the loan measure.

Main terms and conditions for KredEx guarantees
Proportional guarantee
for new loans
Purpose

Liabilities
guaranteed

Validity

Fee

Contract fee

Fixed-rate guarantee
for existing loans

To enable companies to take out new working capital and investment loans and to allow a longer than usual
grace period (minimum of 6 months) and an extension of maturity dates for existing loans to provide liquidity
for coping with the temporary difﬁculties caused by the Covid-19 outbreak
1. Up to 90% of the guaranteed
loan or lease (up to 60% for
construction and retail or
wholesale companies)

Extent of
guarantee

Proportional guarantee
for existing loans

1. Up to 50% of the
guaranteed loan or lease

1. Up to 35% of the guaranteed
loan or lease, but not
exceeding the amount of
the outstanding principal until
31 December 2021

2. The sum of the outstanding amounts of KredEx guarantees and the outstanding principal amounts of KredEx
loans to one company and the related companies may not exceed 5 MEUR
3. KredEx guarantees and loans granted in line with the Communication from the European Commission of
19 March 2020 on ‘Temporary Framework for State aid measures to support the economy in the current
COVID-19 outbreak’ should not exceed the amount of twice the salary costs for 2019, incl. social tax, based
on the company’s annual ﬁnancial statements or the Tax and Customs Board data. On a case-by-case basis,
KredEx may exceptionally allow a maximum amount corresponding to up to 25% of the company’s turnover
in 2019 or to duly justiﬁed 18-month liquidity needs for a SME or 12-month liquidity needs for other
companies if it exceeds the amount of twice the 2019 salary costs
4. The guarantee amount decreases in proportion to the decrease in the loan or lease amount
1. Loan, credit limit and overdraft
2. Leasing
3. The annual interest rate of the
guaranteed liability may not
exceed 8% and the contract
fee may not exceed 1% of the
guaranteed liability
4. A guarantee for a liability
shorter than 3 months is
allowed only on a case-by-case
basis
5. KredEx guarantees are
provided for new loans and
leases. Reﬁnancing of liabilities
with those under Kredex
guarantees is generally not
permitted. Exceptions may be
allowed on a case-by-case basis

1. Loan, credit limit and overdraft
2. Leasing
3. The annual interest rate of the guaranteed liability may not exceed
8% and the agreement modiﬁcation fee may not exceed 1% of the
guaranteed liability. A bank or a leasing company may not impose a
higher interest rate than 150% of the interest rate applicable on
1 March 2020
4. A guarantee for a liability shorter than 3 months is allowed only on a
case-by-case basis
5. An existing liability will be guaranteed only if the bank or leasing
company grants it a grace period of at least 6 months as from
1 March 2020 in connection with the Covid-19 outbreak. An
extension of the maturity date of debt without a repayment
schedule is considered equivalent to the grant of a grace period
6. A liability can be guaranteed by only one valid KredEx guarantee

1. Up to 72 months
2. The guarantee can be issued and modiﬁed until 31 December 2020 under the state aid temporary frame
work. As from 1 January 2021, state aid rules shall apply
1. Small and medium-sized enterprises (SMEs1): 1% of the outstanding
guarantee balance per year
2. Other companies:
• Guarantees for up to 36 months: 1% of the outstanding guarantee
balance per year
• Guarantees longer than 36 months: 2% of the outstanding guarantee
balance per year

1. SMEs: 1.5% of the outstanding
guarantee balance per year
2. Other companies: guarantees
for up to 36 months 1.5% and
guarantees longer than 36
months 3% of the outstanding
guarantee balance per year

1. No contract fee if the guarantee contract is prepared by a bank
2. 0.4% of the guarantee amount (but not less than 30 euros) if the guarantee contract is prepared by KredEx

1 SME is a company with less than 250 employees, with an annual turnover of up to 50 million euros and/or total assets not exceeding 43 million euros
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Main terms and conditions for the KredEx Covid-19 loan
NB. KredEx loan may be applied for only if:
1. The applicant has no access to KredEx guarantees
2. The applicant’s loan application has been rejected by a bank or the bank has offered a loan on unreasonable conditions

Purpose

1. Enable companies to take out new working capital and investment loans to help them cope with
the temporary difﬁculties caused by the Covid-19 pandemic
2. Loans to reﬁnance existing loans are generally not allowed. However, servicing existing liabilities
is permitted, except loans from related parties

Loan amount

1. Up to 5 MEUR
2. The sum of the outstanding amounts of KredEx guarantees and the outstanding principal amounts
of KredEx loans to one company and the related companies may not exceed 5 MEUR
3. KredEx guarantees and loans granted in line with the Communication from the European Commission
of 19 March 2020 on ‘Temporary Framework for State aid measures to support the economy in the
current COVID-19 outbreak’ should not exceed the amount of twice the salary costs for 2019, incl.
social tax, based on the company’s annual ﬁnancial statements or the Tax and Customs Board data.
On a case-by-case basis, KredEx may exceptionally allow a maximum amount of up to 25% of the
company’s turnover in 2019 or an amount corresponding to duly justiﬁed 18-month liquidity needs for a
SME or 12-month liquidity needs for other companies if it exceeds the amount of twice the 2019 salary
costs

Loan term

1. The loan term is 6 to 72 months
2. The loan can be issued and modiﬁed until 31 December 2020 under the state aid temporary
framework. As from 1 January 2021, state aid rules shall apply

Interest rate

1. Interest rate depends on the risk level of the company and the project and the collateral provided
2. For loans that are at least 50% backed by collateral: from 4% per year
3. For loans that are secured by a personal guarantee provided by the owners: from 6% per year

Collateral

1. The need for collateral depends on the risk level of the project
2. In the absence of any other security, personal guarantee by the owners for at least 50% of the loan
amount, but generally not more than 50,000 euros per guarantor

Grace period

As needed

Other requirements

1. Obligation to ﬁle quarterly reports and ﬁnancial statements
2. Obligation to seek KredEx’s approval in the event of assuming additional liabilities, making
investments and disposing of assets exceeding the agreed limit

Loan decision

Valid for 30 calendar days

Early termination

Notice must be given at least 1 month in advance

Contract fee

1% of loan amount summalt

Loan amendment fee

0.2% of the loan balance, min. 30 euros

Process for applying for KredEx support measures
If after mapping out the ﬁnancial situation (and the existing ﬁnancing arrangements) of your company, you decide to use a KredEx measure
and have made sure that your company fulﬁls the criteria, we recommend to take the following steps:
1. Prepare a business plan, including the ﬁnancial forecasts for the coming 3 full years. Ideally, the document should reﬂect your company’s
eligibility for a KredEx Covid-19 measure
2. Contact your bank and, depending on your plan, apply for a restructuring of an existing loan (e.g. a grace period or an extension of loan
maturity date) or for a new loan, submitting the data and documents required by the bank. We recommend to monitor that the modiﬁed
or the new loan agreement meets the criteria for the KredEx Covid-19 guarantee measure
3. If the bank agrees to restructure the existing loan or grant a new loan on condition that KredEx provides a guarantee for the loan, the bank
should contact KredEx on your behalf
4. If these steps do not lead to a positive outcome, your company may still apply for a loan from KredEx. To apply for the loan, you need to
ﬁll out the application form on KredEx website at https://www.kredex.ee/et/erakorraline-laen (available in Estonian) and provide the
following documents:
• Business plan, including the ﬁnancial forecasts for the coming 3 full ﬁnancial years
• The (audited) annual report for the last ﬁnancial year and an interim report (not older than 3 months) for the current year
• CVs of the key personnel (usually: members of the management and the supervisory board, CFO and the controlling owner)
• Rejection of your loan application by the bank or a decision to grant the loan on terms that may be considered unreasonable
5. KredEx may request additional data and documents.
Please note that, KredEx has also announced the conditions of its guarantee measures targeted at the accommodation and food services
sector and travel agencies, a guarantee for small loans and loan and guarantee measures for projects of national importance. We are
currently inquiring into the details and conditions of these measures and hope to give you more information soon. Further information on
KredEx support measures is available on: https://www.kredex.ee/et/koroona.

https://www.kredex.ee/et/erakorraline-laen

https://www.kredex.ee/et/koroona

Hetti Lump
Partner / Head of Banking and Finance Law
Tel: +372 525 0611
hetti.lump@kpmglaw.ee
______
kpmglaw.ee/en

https://kpmglaw.ee/en
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