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Monthly German tax news update

Ministry of Finance publishes first

draft of proposal for Annual Tax Act

2024 - Draft proposal includes technical

updates and amendments without any

tax reform proposals
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* The German Ministry of Finance published
a first draft of a proposal for the Annual
Tax Act 2024 on 17 May 2024. The draft
proposal consists of 243 pages (including
an explanatory statement) and incorpo-
rates a variety of technical updates and
amendments based on EU law develop-
ments and EU jurisprudence, as well as

decisions from the federal tax court and
the federal constitutional court. In addi-
tion, the draft proposal includes certain
streamlining measures and technical
corrections that are required as a result
of previous tax law changes. The draft
proposal does not include any compre-
hensive tax reform measures or changes
in tax rates. 0
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* The draft proposal still must be approved
by the government before entering the for-
mal legislative process. The timeline for the
further proceeding of the draft proposal is
unclear at this stage. The intention of the
government is to finalize the law before the
end of the year.

* The most noteworthy measures included in
the draft proposal are the following:

- As aresult of recent jurisprudence of the
federal constitutional court, the draft
proposal includes a provision that would
allow for a tax neutral transfer of assets
between partnerships with identical
partners holding the same interest
percentages.

- Several technical updates have been
proposed for the Corporate Income Tax
Act, Trade Tax Act, and Reorganization
Tax Act, as well as other tax laws.

- Wage tax relief has been proposed for
certain benefits in kind (e.g., monthly
mobility allowance).

- For real estate transfer tax (RETT)
purposes, the concept of a “deemed or
fictitious real estate-owning entity” as
introduced by the federal tax courtin
two decisions from December 2022 and
confirmed by the tax authorities in a 16
October 2023 decree would generally
be abolished. Such concept provides
significant additional complexity to the
RETT rules and might resultin triggering
RETT twice for a single transaction.

Link

EU Council: Agreement on new rules for

withholding tax procedures (FASTER)
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* On 14 May 2024, the Council of the Euro-
pean Union reached an agreement on
the directive for an EU-wide withholding
tax procedure (Faster and Safer Relief of
Excess Withholding taxes; abbreviated:
FASTER).

The aim of the FASTER initiative is to make
withholding tax procedures in the EU safer
and more efficient for cross-border inves-
tors, national tax authorities and financial
intermediaries (such as banks), and the
rules apply to WHT on dividends from
publicly traded shares and, where applica-
ble, on interest from publicly traded bonds
paid to registered owners resident for

tax purposes outside that member state.

The new regulations essentially consist

of three components: i) the introduction
of a common EU digital certificate of

tax residence, ii) two so-called fast-track
procedures for the refund of withholding
taxes and iii) a standardised reporting pro-
cedure for financial intermediaries.

The directive is to be transposed into
national law by 31 December 2028. The
national provisions are to be applicable
from 1 January 2030.

Link



https://www.deloitte-tax-news.de/german-tax-legal-news/draft-proposal-includes-technical-updates-and-amendments-without-any-tax-reform-proposals.html
https://www.taxathand.com/article/34435/European-Union/2024/EU-agrees-on-FASTER-directive-on-withholding-tax-relief-procedures
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EU member states fail to reach agree-
ment on VAT in the Digital Age proposal
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* On 14 May 2024, during a meeting of the
Economic and Financial Affairs Council
(ECOFIN) the 27 EU member states dis-
cussed the VAT in the Digital Age (VIDA)
proposal with a view to reaching an agree-
ment, but this was not achieved.

* The VIiDA proposal contains the European
Commission’'s ambitious vision for how
VAT reporting should embrace digital
opportunities, recommends changes to
the VAT rules applicable to the platform
economy and e-commerce, and presents
steps to improve and extend the existing
schemes reducing the VAT compliance
burden for businesses through a single
VAT registration in the EU.

Disagreement stemming from the plat-
form economy pillar, as Estonia opposed
the current proposal, owing to concerns
related to the new deemed supplier
regime applicable to parts of the platform
economy.

The elements of the ViDA proposal agreed
include the following key changes, based
on the draft agreement text published on
7 May 2024.

* Pillar 1: Digital reporting require-
ments (DRR)
The aspect of the VIiDA reform that would
affect most businesses is the DRR pillar.
The proposal would introduce real-time
digital reporting based on structured
e-invoicing for businesses that operate
cross-border in the EU, feeding into a
central tax data warehouse, and also take
a step towards a harmonized e-invoicing
and e-reporting framework for domestic
transactions.

* Pillar 2: Platform economy
ViDA would also impose new liabilities for
VAT collection on platforms facilitating
specific services. As from 1 July 2027,
platforms would become liable for VAT as
the “deemed supplier” for certain supplies
of short-term accommodation rental (30
days maximum) and passenger transport
by road.

¢ Pillar 3: Single VAT registration
Part of the VIDA initiative is also to improve
and extend existing schemes to reduce
the registration burden for businesses
carrying out transactions in member
states in which they are not established,
namely the One Stop Shop (OSS), Import
One Stop Shop (I0SS), and the reverse
charge mechanism. As from 1 July 2027,
there would be a number of changes to
these schemes.
Link



https://www.taxathand.com/article/34426/European-Union/2024/EU-member-states-fail-to-reach-agreement-on-VAT-in-the-Digital-Age-proposal
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