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Important changes in law and regulations

Draft bill on the taxation of payments for
rights registered in a German register

The German Federal Ministry of Finance published a proposal which foresees farreaching adjustments on the taxation of payments for rights registered in a
German register between foreign taxpayers.
Following the recent publication of a circular on the one year extension of the
"simplified procedure" (Newsflash of June 29, 2022) and the draft bill proposing
an abolition of the limited tax liability (Newsflash of November 23, 2020), the
German Ministry of Finance send out another draft bill dated July 28, 2022 – inter
alia – which foresees changes to the taxation of royalty payments made between
foreign taxpayers and capital gains from the sale of rights registered in a domestic
register in Germany to the industry associations with the following content:
1. For royalties and capital gains received up until 31 December 2022, the former
taxation of royalties is limited to payments between related parties in the sense of
Sec. 1 para. 2 of the German Foreign Tax Act. Therefore, payments to unrelated
(third) parties would be excluded from the scope of Sec. 49 of the German
Income Tax act in all open cases under the current proposal.
2. For Payments received after 31 December 2022, the limited tax liability
formerly included under Sec. 49 of the German Income Tax act shall be abolished
in total (i.e. for payments between related and third parties).
3. All payments received from 1 January 2022 will be regulated under Sec. 10
German Tax Haven Defence Act (whether made between related or third parties).
According to this revised provision, only payments made to taxpayers residing in
territories within the meaning of the Tax Haven Defense Act would be subject to
tax if the underlying rights are registered in a domestic register in Germany. Such
territories are currently American Samoa, Fiji, Guam, Palau, Panama, Samoa,
Trinidad and Tobago, the U.S. Virgin Islands and Vanuatu. However, the list of
territories may be subject to changes in the future based on a proposal by the
German Ministry of Finance and with the approval of the German Federal Council.
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As a result, royalties and capital gains concerned will be taxed:
1. up to and including 31 December 2021, only with respect to payments made
between related parties as defined in Sec. 1 para. 2 of the German Foreign Tax
Act, irrespective of their tax residency;
2. from 1 January 2022 until 31 December 2022 in relation to payments made
between related parties as defined in Sec. 1 para. 2 of the German Foreign Tax
Act and in relation to payments made to third parties, if the latter are domiciled in
territories as defined in the Tax Havens Defense Act;
3. after 31 December 2022, with respect to payments made between related
parties as defined in Sec. 1 para. 2 of the German Foreign Tax Act and with
respect to payments made to third parties, if both are domiciled in territories as
defined in the Tax Havens Defense Act.

Any questions?
For a deeper discussion of how this might effect your business, please reach out
to your local PwC contact advisor or our following international tax experts:
Arne Schnitger
+49 30 2636 5466
arne.schnitger@pwc.com
Madeleine Syré
+49 69 9585 6927
madeleine.syre@pwc.com

Torsten Schmidt
+49 40 6378 1338
torsten.schmidt@pwc.com

Thomas Loose
+49 211 981 7884
thomas.loose@pwc.com

Kais Mouldi
+49 40 63788422
kais.mouldi@pwc.com

You may also send us an e-mail.
SEND E-MAIL

The information contained in this newsletter was intended for our clients and
correct to the best of the authors’ knowledge at the time of publication. Before
making any decision or taking any action, you should consult the sources or
contacts listed here. The opinions reflected are those of the authors.
© 2022 PwC. All rights reserved. PwC refers to the PwC network and/or one or
more of its member firms, each of which is a separate legal entity. Please see
www.pwc.com/structure for further details.
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When you order a PwC newsletter, we store and process your e-mail address for
the purpose of sending the newsletter you have subscribed to.
New interested parties can register as subscribers by clicking on the following
link:
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