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VAT on motor vehicle leasing

The finance ministry has issued a decree on final payments at the end
of the lease term for motor vehicles distinguishing between
adjustments for over or underuse and VAT-free compensation for
damage.

https://blogs.pwc.de/de/german-tax-and-legal-news/article/229463/
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Motor vehicle leasing fees are subject to VAT. However compensation for damage is not. The finance
ministry has issued a decree on the distinction in respect of payments from or to the lessor when the vehicle
is returned at the end of the lease. If the charge is made to compensate the loss in value of the vehicle from
damage caused by use other than as contractually agreed it is for damage caused by the breach of contract
and VAT-free. If, however, it is for excessive use of the vehicle as specified by the lease agreement it is an
additional rental charge and subject to VAT. Examples are charges (or credits) for excessive mileage

(mileage below the set minimum) or for late return of the vehicle.
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