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Pillar Two Minimum Taxation Develop-
ments in Germany for 2024
REERMS2024F(CHNT. FAVIE
OECD® Pillar 2 (F/O—=/NJL - TR AR
) 7LD CEDZEFEREN
DEEMEIL%DERZ BN E UIEER
TESDTC, TEGERCIE. EUIBR(CED
< TZINAEMIE OB, ERRSE

(COCR) =7 N-N—-HEDHE. B
UZINLFEMIIN—T ) =5 — DS
BHIEETH D,

* In 2024, Germany made significant
strides in implementing the OECD's Pillar
Two framework, aimed at establishing a
global minimum tax rate for multinational

enterprises (MNEs). This initiative seeks to
ensure that MNEs with consolidated reve-
nues exceeding EUR 750 million are sub-
ject to a minimum effective tax rate of 15%
in each jurisdiction where they operate.

* Key Developments in Germany's

Implementation of Pillar Two:

1. Minimum Tax Act (Mindeststeuer-
gesetz): In 2023, the German federal
cabinet adopted the draft legislation
for the Minimum Taxation Directive
Implementation Act, aligning national
law with the EU directive on global
minimum taxation. The legislative
process for the Minimum Tax Act was

completed at the end of 2023 and the
law was promulgated in the Federal
Law Gazette on 27 December 2023.
This act incorporates the Income Inclu-
sion Rule (IIR), the Undertaxed Profits
Rule (UTPR), and provisions for a Qual-
ified Domestic Minimum Top-up Tax
(QDMTT).
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https://www.deloitte-tax-news.de/german-tax-legal-news/lower-house-of-parliament-approves-legislation-to-implement-eu-pillar-two-directive.html
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2. Discussion Draft of Minimum Tax
Adjustment Act: The German Minis-
try of Finance (MOF) on 5 December
2024 published a second discussion
draft of the Minimum Tax Adjustment
Act, which aims to incorporate certain
June 2024 OECD guidance into the
domestic legislation implementing the
Pillar Two rules. The first discussion
draft was published on 20 August 2024
and included OECD guidance related to
the Pillar Two rules that was published
in December 2023. The main purpose
of the first discussion draft was to
implement the country-by-country
(CbC) reporting safe harbor rules as
described in the December 2023 OECD
guidance.

Link

3. Introduction of the Minimum Tax
Group Concept: Germany introduced
the concept of a "minimum tax group"
to streamline the administrative pro-
cesses associated with Pillar Two com-
pliance. This framework designates a
single German constituent entity as the
"group leader," responsible for filing the
consolidated minimum tax return and
remitting any top-up taxes due. The
group leader is determined based on a
hierarchical assessment:

- The ultimate parent entity, if resident in

Germany.

If not, the German parent entity of the

German resident constituent entities.

- If neither applies, a designated German
resident constituent entity.

- In the absence of a designation, the
economically most significant German
resident constituent entity assumes the
role by default.

4. Notification Requirements: The des-
ignated group leader must electronically
notify the Federal Central Tax Office
of its status by 28 February 2025 for
the fiscal year beginning on 1 January
2024. Any subsequent changes in the
group leader designation must also be
promptly reported. This notification is
crucial to ensure compliance and to
facilitate the centralized filing and pay-
ment process.
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Growth Opportunities Act: Legislative
Milestones and Upcoming Business
Changes
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* The Growth Opportunities Act (Wachs-
tumschancengesetz) was finalized after
intensive negotiations, with the Bundesrat
approving the law on 22 March 2024, fol-
lowing mediation committee discussions.
The act represents a significant moderni-
zation of Germany's tax framework, aiming
to foster growth, innovation, and digitaliza-
tion while reducing bureaucratic hurdles
for businesses.

Key Provisions and Changes:

1. Mandatory E-Invoicing for B2B
Transactions:

- Starting from 1 January 2024,
mandatory e-invoicing rules apply for
domestic B2B supplies. As such, taxable
persons established in Germany

would be obliged to issue structured
e-invoices for their taxable supplies of
goods or services provided for business
purposes to other taxable persons
established in Germany. This obligation
would not affect supplies to taxable
persons established abroad or to
private customers.

- The rules include the transition period
for the introduction of mandatory
e-invoicing of two years (1 January 2025
through 31 December 2026) for B2B
transactions and of three years
(1 January 2025 through 31 December
2027) for small companies (i.e.,
companies with revenue of up to
EUR 800,000 in the preceding year).

- From 1 January 1, 2025, businesses
must be able to issue receive invoices in
a structured electronic format.

2. New Transfer Pricing Rules for cross

border financing:

- New regulations, effective from the
2024 tax period, tighten requirements
for cross-border intra-group loans.

- The rules include a three-prong test
based on the arm'’s length principle,
namely, debt capacity test, business
purpose test and maximum interest
rate test.

- The intercompany provision of
financing services, back-to-back
financing arrangements, and treasury
functions generally are deemed to
be low-function risk services for
purposes of the arm'’s length principle
and for calculating an arm’s length
remuneration.
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https://www.taxathand.com/article/38250/Germany/2024/MOF-issues-revised-draft-bill-with-further-proposed-updates-to-minimum-taxation-rules
https://www.deloitte-tax-news.de/german-tax-legal-news/early-notification-required-regarding-designation-of-pillar-two-group-leader.html
https://www.deloitte-tax-news.de/german-tax-legal-news/upper-house-of-parliament-approves-business-tax-reform-bill.html
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Approval of the Fourth Bureaucracy
Relief Act
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* In September 2024, the lower house
passed the Fourth Bureaucracy Relief Act
(Viertes Burokratieentlastungsgesetz,

BEG IV), aiming to reduce administrative
burdens on businesses, citizens, and public
administration. The upper house approved
the legislation on 18 October 2024.

* Key Provisions:

- Reduction of Record-Keeping
Periods: The retention periods for
booking documents and invoices in
both commercial and tax law have been
shortened from ten to eight years. This
change applies to all documents whose
retention period had not expired
before the law's enactment.

- Simplification of VAT Obligations:
The Act introduces measures to
ease certain value-added tax (VAT)
obligations, aiming to streamline
processes for taxpayers.

- Introduction of a Transaction
Matrix: Taxpayers engaged in cross-
border transactions with related
parties are now required to provide
a transaction matrix. This document
details the nature, scope, and terms of
intercompany transactions, facilitating
more efficient tax audits.

is required only upon explicit request
from tax authorities, but now within
30 days (previously 60 days).

- Extension of Validity for Withholding
Tax Exemption Certificates: The
validity period for exemption certificates
related to capital gains tax and
withholding tax for non-residents has
been extended from three to five years.
Link (in German language)

- Update of Transfer Pricing
Documentation Regulations: The
requirements for transfer pricing
documentation have been restructured.
Taxpayers must submit specific
documents, such as the transaction
matrix, master file and documentation
of exceptional transactions (if any),
within 30 days of receiving a tax audit
notice. Comprehensive documentation

5.


https://www.deloitte-tax-news.de/steuern/verfahrensrecht/buerokratieentlastungsgesetz-iv-bundestag-verabschiedet-gesetz.html
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