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Tax Reform Act: Federal government
adopts government draft
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* The Federal Government has adopted
the draft bill for the Tax Reform Act. In the
draft bill inter alia includes domestic
DACG rules.

* During the legislative process for the past
Growth Opportunities Act, the govern-
ment draft and the law passed by the
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lower house of parliament in the first
round already contained a provision to
extend the obligation to report cross-
border tax arrangements to domestic tax
arrangements. This plan was removed in
the mediation committee for the Growth
Opportunities Act. This plan has now
been taken up again in the current gov-
ernment draft of the Tax Reform Act. The
date of application is to be set at least
one year in advance and no later than
December 31 of the fourth calendar year
following the calendar year in which the
law comes into force. o
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https://www.deloitte-tax-news.de/steuern/unternehmensteuer/steuerfortentwicklungsgesetz-bunderegierung-verabschiedet-regierungsentwurf.html
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Ministry of Finance issues new admin-
istrative guidance on advance pricing
agreements 2006
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* On 26]June 2024, the German Ministry
of Finance published new administrative
guidance regarding advance pricing agree-
ments (APAs). The new administrative
guidance has been highly anticipated, as
the legal basis for filing APA requests was
introduced in 2021 under section 89a of
the Fiscal Code (AO) and the former admin-
istrative guidance on APAs was published
in 2006.

As transfer pricing rules in different jurisdic-
tions are becoming more complex for mul-
tinationals to comply with and, as a conse-
guence, tax controversy matters (including
the resolution of double taxation) are on
the rise, the APA is one of the few instru-
ments that aims to achieve legal certainty
to proactively prevent double taxation.

Comparing the new guidance to the former
guidance, the following key points inter alia
should be noted:

- In cross-border transactions subject
to a double tax treaty, the APA takes
precedence over other unilateral
binding instruments.

- Only business transactions that have
not yet been finalized can be the
subject of an APA. In the case of an
ongoing business transaction, the
APA will only cover transactions as
from the beginning of the fiscal year
in which an APA request is submitted.
Itis no longer possible to agree on an
earlier start date. However, a rollback
can be requested if the necessary
requirements are met.

- Inline with the entry into force of
section 89a AO, the new guidance is
applicable to APA requests received as
from 9 June 2021.

Furthermore, the new guidance includes

the following points:

- Although documents generally are
to be submitted in German, the new
guidance states that the APA request
may be submitted in English if this is
the common working language of the
involved competent authorities, which
is usually the case.

- In general, the APA will apply to
the legal successor of one of the
involved parties, given certain other
requirements are fulfilled.

- The APA procedure can be expedited,
if the parties attach the result protocol
of a joint audit covering the relevant
transaction to the APA request.

- The new guidance provides valuable
insight into the application of section
89a AO on APAs in practice. Given its
entry into force date, the new guidance
is immediately relevant for ongoing
negotiations and APA requests filed
after its entry into force.

Link



https://www.taxathand.com/article/35677/Germany/2024/Ministry-of-Finance-issues-new-administrative-guidance-on-advance-pricing-agreements
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Government announces growth ini-
tiative that includes proposed tax
measures
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On 5 July 2024, the German government
published its plan for a growth initiative to
revitalize Germany's economy. The new
initiative is the result of budget negotia-
tions among the parties representing the
current governing coalition, and should
boost the German economy and provide
relief for businesses from bureaucracy
and levies. The long-term growth potential
of the German economy and its com-
petitiveness should be increased, and
Germany should be strengthened as a
business location.

The most important proposed tax meas-
ures that were announced in the plan are
among others the following:

- Extension of the declining balance
depreciation for moveable assets that
are acquired or manufactured for the
period from 1 January 2025 to 1 January
2028 and increase of the maximum rate
of depreciation from 20% to 25%;

- Increase of the cost basis for calculating
the research and development tax
incentive from currently EUR 10 million
to EUR 12 million; as a result, the
maximum annual incentive would
increase to EUR 3 million and for small
and medium-sized companies to EUR
4.2 million;

- Introduction of a special depreciation
for businesses for newly registered
all-electric vehicles and comparable
zero-emission vehicles, which would
apply retroactively for vehicles newly
registered between 1 July 2024 and
31 December 2028;

- Reduction of the electricity tax for
the manufacturing industry to the EU
minimum; and

- Option to use reporting based on the
EU corporate sustainability reporting
directive instead of separate reporting
based on the domestic Corporate Due
Diligence Obligations in Supply Chains
Act (LkSG).

The initiative of the German government
has been welcomed by businesses, even
though business groups have expressed
their disappointment about the limited
nature of the proposed tax measures.
The proposed tax measures now must
be incorporated into a formal legislative
proposal, which then must enter the legis-
lative process. There is no timeline yet for
this process.

Link

MOF publishes final guidance on tax
measures in regard to noncooperative
jurisdictions - final guidance includes
several updates compared to the origi-
nal 2023 draft version
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* On 14 June 2024, the German Ministry of
Finance (MOF) published its final guidance
on the application of the German anti-tax
avoidance measures regarding nonco-
operative jurisdictions. These measures
were introduced in 2021 as part of the Tax
Haven Defense Act as a response to the
European Council's guidelines encourag-
ing EU member states to implement legis-
lative measures designed to impose spe-
cific penalties on jurisdictions placed on
the EU list of noncooperative jurisdictions
for tax purposes (“EU list"). Draft guidance
was published on 30 November 2023 for
comments from interested parties.

Compared to the draft version, the final
guidance has been significantly revised, in
particular with regard to:

- Affected transactions (section 7 Tax
Haven Defense Act): the explanations
were expanded, and additional
examples were included into the final
version of the guidance.

- Denial of deduction for business
expenses (section 8 Tax Haven Defense
Act): the explanations were specified
and expanded.

- Tightened controlled foreign company
(CFC) rules (section 9 Tax Haven
Defense Act): the original explanations
were deleted and a reference to the
administrative guidance related to the
application of the German CFC rules
dated 22 December 2023 (recitals 201 to
209) was included.

Based on the most current EU list dated
20 February 2024, the following 12 juris-
dictions are included: American Samoa,
Anguilla, Antigua and Barbuda, Fiji, Guam,
Palau, Panama, Russia, Samoa, Trinidad
and Tobago, US Virgin Islands, and Vanu-
atu. Itis expected that the next annual
update of the German list of noncoopera-
tive jurisdictions (expected mid-December
2024) will include these jurisdictions.

The German rules include all four types
of defensive measures provided for in
the European Council's guidelines, even
though the guidelines provide an obliga-
tion for EU member states to implement
only one of these types of measures.
Link


https://www.taxathand.com/article/35662/Germany/2024/Government-announces-growth-initiative-that-includes-proposed-tax-measures
https://www.deloitte-tax-news.de/german-tax-legal-news/mof-publishes-final-guidance-on-tax-measures-in-regard-to-noncooperative-jurisdictions.html
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The New GoBD 2024 and its Impact on
Future Tax Audits
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* With the letter dated March 11, 2024, the
tax administration has published signifi-
cant changes to the so-called GoBD
(Principles for the Proper Management
and Retention of Books, Records and
Documents in Electronic Form, as well as
Data Access), which came into effect on
1 April 2024. In addition to an extension
of the ability of the tax auditor to estimate
taxation basis in course of audits, the
letter also includes changes to the man-

ner in which audit-relevant data is made
available to the tax administration. In con-
junction with the discussion draft on the
standardized digital interface for account-
ing data (DSFIiNVBV-E) which first became
available at the end of last year, initial con-
clusions can be drawn regarding future
requirements for data access in audits.

In recent years, standardized interfaces
for payroll data (DLS) and an interface for
exporting data from electronic cash reg-
ister systems (DSFIinV-K/TW) have already
been introduced. This is now expected
to be complemented by a nationwide
uniform interface for accounting data
(DSFINVBV).

The Federal Ministry of Finance (BMF)
letter presents a significant update to
the GoBD. Within this context, it is note-
worthy that the tax administration has
reiterated that the probative value of

accounting records ceases if the data

is not supplied in accordance with the
specifications of one of the prescribed
interfaces of the tax authorities. This
development underscores the need for
proper data provision. The letter only
makes selective adjustments to the
GoBD, which may cause some confusion
upon its publication.

The adjustments in the BMF letter, the
recent changes to the Fiscal Code, and the
discussion draft on DSFinVBYV suggest that
the tax administration will require a higher
level of standardization in audits in the
future. While this is to be welcomed in the
context of efficiency for the tax audit pro-
cess, depending on the system landscape
used, these changes may burden taxpay-
ers with additional expenses in order to
comply with them.

Link



https://www.deloitte-tax-news.de/german-tax-legal-news/the-new-gobd-2024-and-its-impact-on-future-tax-audits.html
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