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LETTER OF TRANSMITTAL 

CONGRESS OF THE UNITED STATES, 

JOINT COMMITTEE ON INTERNAL REVENUE TAXATION, 

nrashington, June 13, 1938. 
To the l'lembers of the Joint Cmn1n?'ttee on Internal Revenue Taxation: 

There is transmitted hermvith a compilation of the income-tax 
la,vs of Germany, edited by the office of the General Counsel for the 
Department of the Treasury, and kinJly made available to the Joint 
Committee on Internal Revemw Taxation. 

There is in process in the Treasury compila tiOll of the tax laws of 
other foreign countries in trnnslation, "'hich the Department has 
agreed to furnish to the ,Joint Committee for its use. 

It will be very helpful to the members of the committee in con­
sidering revenue legislation to have these compilations, and it is 
suggested that the accompanying compilation of the income-tax 
laws of Germany be printed for the use of the Joint Committee on 
Internal Revenue Taxation, pursuant to section 1203 (b) (G) of the 
Revenue Act of 1926. 

Very truly yours, 
PAT HARRISON, 

Ohairman J Joint Oommittee on Internal Revenue Taxation. 
m 





LETTERS OF SUBMITTAL 

COXGRESS OF THE UNITED STATES, 
JOINT CO:\l1\llTTEE O~ INTERNAL R.EVENUE TAXATIOX, 

ll'ashington, Jun e 13,1938. 
Hon. PAT HARRISON, 

Chairman, Joint COlnllli-ttte (In Internal 
Revenue Taxation, Cl)ngress of the 7J~nited States. 

~I y DEAR ~'IR. CHAIRl\IAN: There is submitted herewith a compila­
tion of the income-tax laws of Germany in translation, which lms been 
edited in the office of the General Counsel for the Department of the 
Treasury, and made available by tha t Department to the Joint 
Committee on Internal Rev(,lHle Taxation. 

This compilation is one of a series in prepal'fl tion by the Treasury 
of the tax laws of certain foreign countries. The texts of these la ws 
will be very helpful to the committee and its staff in considering 
revenue legislation. 

Information as to the taxes of Germany has been meager. Prior 
to the present regime in that country, the Government published 
annually the text of the blHlget In,,- with explana tions and stn tistirs. 
Beginning with 1933, the details of the budget and explnna tion of 
tax laws' and changes was suspended. with the result that the usual 
sources ,,-ere una vaila ble as to revenues, expenditures, or the tax 
burdelL Yet, according to information aynila ble, the revenue of 
Germany has amounted to approximately $2,800.000,000 pel' annum, 
and the expenditures to approximately $3,200,000,000 per annum, 
since 1933. According to information at hand , the amount of its 
revenues "'as 6,327,100,000 rrirhsmarks for 1933, 7,806,500,000 
reichsmarks for 1934, 6.024,000 ,000 reichsmnrks for 1935, and 6.024,-
000,000 reichsmarks for 1936 ; while the expendit.ures amonnted t.o 
7,944,700,000 reichsmarks in 1933.8,220.000,000 l'eiehslllarks in 1934, 
8,2:32,300.000 reichslllarks in 193.5, nnd 8,232,300,000 reichsl1larks in 
1936. Some detail of its ren>nucs and expenditures is shown in the 
following tables, taking the yenr 1935: 

REVENUES 
Taxes ________________________________ _______________ ____ _ 
eu s to In s ______________________________ __________ _________ _ 
Administrati ye reyenues ___ _________________ - - - - - - - - - ______ _ 
Reyenues from German Haihyays for reparations payments _____ _ 
Loans _____________________________________ ___ ___________ _ 
Other reyenues ___________________________________________ _ 

Reichsmurks 
4,483,000,000 
1, 148, 600, 000 

400,000,000 
70,000,000 

1. 030, 600, 000 
66-1, 800, 000 

Total gross re\"enues ____ _____________________________ 7,806,500,000 
Less debit balance from pre,"ious y('ar~ _______________________ 1, 782, 500, 000 

Total re'"enue _________ ______________________________ 6,024,000,000 

v 



VI LETTEHS OF SUB~nTTAL 

EXPENDITURES 

Payments to States and communes _________________________ _ 
General administrative expenses ____________________________ _ 
Provision of work ___ __ ____________________________________ _ 
\Var and civil pensions, etc ________________________________ _ 
Internal charges arising out of the war, occupation, etc __ ______ _ 
Payment of bonds and reduction of debL ________________ ___ _ 
\Yar charges _____________________________________________ _ 

Reich~mark8 

454, 500, 000 
4,725,400,000 

736,100,000 
1,257,700,000 

297, 500, 000 
576,300,000 
184,800,000 

Total expenditures _____________________ ___________ ___ 8,232,300,000 

The laws contained in the compilation submitted herewith include 
the German income-tax law applicable in the case of individuals, pro­
mulgated on October 16, 1934, as amended by the act of February 
1, 1938, and the corporation-tax law promulgated on the same date, 
as amended by the act of August 27, 1936. 

It is recommended that the compilation be printed for the use of the 
Joint Committee on Internal Revenue Taxation. Other compila­
tions in translation of the tax laws of other foreign countries will be 
submitted to the committee when completed, with the objective that 
there lllay be in print the texts of the tax laws of the principal foreign 
countries for use in considering revenue legislation. 

Very respectfully, 
L. H. PARKER, 

Chiej oj Staff, 
Joint Committee on Internal Revenue Taxation. 

1Ir. L . H . PARKER, 
Chief oj Staff, 

TREASURY DEPARTMENT, 
lr'ashington, February 23, 1938. 

Joint Committee on Internal Revenue Taxation , 
House Office Building, If'ashington, D. C. 

DEAR 11R. PARKER: Reference is made to a letter of 11ay 6, 1937, 
frolll Hon. R. L. Doughton, chairman of the Joint Committee on 
Internal Revenue Taxation, to the Secretary of the Treasury, in which 
it was requested that there be sent to the joint committee a report 
on such foreign tax laws as may be included in the study being made 
in the Treasury Department. 

I take pleasure in forwarding to you herewith, for the use of the 
joint committee, a compilation of the income-tax laws of Germany, 
edited in the oflice of the General Counsel for the Department of the 
Treasurv. 

'~ery truly yours, 
ROSWELL 11AGILL, 

Under Secretary oj the Treasury. 
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GERMAN INCOME TAX LAWS 

[Edited in the office of the General Counsel for the Department of the Treasury1 

INTRODUCTION 

This publication is a part of a study of foreign tax laws being nutde 
by the Departmcn t of the Treasurv. The general remarks herein and 
the appendixes to the Income T;1,x Law of October 16, 1934, were 
prepared in the office of the General Counsel for the Department of 
the Treasury. The remaining material has been taken, with the 
consent of the Department of 81<:ttc, from the following reports to 
that Department from the consulate general, Berlin, Germany: 
No. 129 of February 27, 193.5; No. 170 of ~Iarch 28, 1935; No. 669 
of October 28, 1936, and No. 10G7 of ~-\pril 19, 1938. 

I. GENERAL REMARKS 

These remarks have lwcn prepared for the convenience of the 
general public, and arc not to be regarded itS an official or legally 
definitive statement. 

The matter of income taxation in Germany is covered by t,vo 
statutes. The first of these, entitled "The Income Tax Law," is the 
more general, and, while containing certain provisions applicable to 
the assessment of the income tnx to he paid hy all types of persons, 
including corporations, it deals specifically with the incomes of 
individuals and partnerships. (See art. 15.) The other statute, the 
Corporation Tax Law, is concerned with the incomes of corporations. 

INCO~lE T ~\X. LAW 

Provisions oj special interest to foreigllers.-The Income Tax Law 
contains no special provisions npplicn ble solely to foreigners, but does 
make a distinction between residents and nonresidents. Residents or 
persons who have their llsllal plnce of a hoele within Germany are sub­
ject to unlimited tax liability, while those \yho cannot be so classified 
are only lilnitedly taxable. The In tter are liable only upon their in­
come from German sources (art. 1 (2) anel art. 49), anel, moreover, are 
exempt frOlll certain special rn tes for "extraordinary receipts" (art. 
50 (1)). On the other hand, persons of liInited liability are subject to 
certain special provisions. They are arbitrarily designated as belong­
ing in the class of lllarried persons without children (art. 50 (3)); they 
are not entitled to certain special deductions for which provision is 
made in article 10 (art. 50 (1)); they are not entitled to make claim for 
a special reduction of the income tax on the ground of particular 
econoInic difficulties, for which provision is made in article 33 (art. 
50 (1)); and their income may be made subject to deduction at the 

1 
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source, insofar as this has not already been required,. if deemed ad \·isa­
hIe "for the security of the tax clailn" (art. 50 (6 )). (See also art. 
50 (5).) Immigrants , howeye1', who are unlimitedly liable may, 
n eyertheless, seek a reduction of their tax for a period of 10 years by 
application to the Federal ~Iinister of Finance for the assessment of a 
fixed lump sum (art. 31). In addition to this, it is provided that the 
Provincial Revenue Office may fix a lump sum of income tax if special 
direct or indirect economic rela tions between the enterprise, subject to 
taxa tion , and a person who is not at all or only limitedly liable to 
taxation in Germany render possible a reduction of the profit (art. 30). 
There is also a provision pursuant to which the income tax may be 
based upon the consumption of the taxpayer under certain circum­
stances, but it is declared tha t this method may only be applied if the 
amount of the tax so estimated is not found to be smaller than the 
amount of tax 'which would be d ue if based upon income (art. 48). 

General characteristics.-The Income Tax Law of 1934 contains 
certain general provisions of interest. The use of the method of 
deduc tion of the tax a t the source is \\Tidely employed, including wages, 
as well as capital yields, and such other sources of income as may be 
detennined by the ~Iinister of Finance (arts . 38, 43 (1) and 45). 
Broad discretion is conferred upon the administrative authorities in 
lllany respects as in th e determination of the application of lump-sum 
payments, and the application of special deductions (aTts. 31 and 33). 

CORPORA TION TAX LAW 

The Corporation Tax La\,· adopted October 16, 1934, was amended 
on August 27, 1936. The taxes imposed by this law are partly 
dependent upon the definitions of income and of value and depreciation 
found in the Income Tax Law of 1934 (art. 6 of the Corporation Tax 
Law). 

As in the case of the income of individuals, only a lilnited liability 
is placed upon those corporations that are clearly foreign. It is 
provided that within this class would fall "corporations, associations 
of persons, and incorporated estates which have neither their manage­
luent, nor their seat in Germany" (art. 2 (1)). 

As is the rase in the Income Tax Law, pursuant to this statute, 
broad discretionary powers are conferred upon the administrative 
officers , as in determining the groups which are to be unlimitedly 
liable (art. 22), in prescribing special exemptions or reduced rates for 
cooperative associations (art. 23 ), and inlllaking special regulation for 
brokernge and capital investnlent companies (ar t . 10). The tax is 
based upon income whether it is distributed or no t (art. 7), but if 
distributions are made, eyen though income has not been earned by 
the corporation during the current year, a tax may be assessed in 
certain circumstances based upon such distribu tions under the so-called 
minimum taxation provision (art . 17). No deduetion may be made 
for contl:ibu tions to charitable or religious purposes (aTt. 12 (4)), but 
corporatIOlls operated exclusively for such purposes are exempt from 
the tax (art. 4 (1) (6)). The lump-sum method of taxation may be 
employed if "the income liable to taxation is apparently of minor 
impor tance and the precise cletermina tioll of this income would involve 
a disproportionately large amount of administrative work" (art. 21). 
The income of holding companies from subsidiaries in which they 
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have had for the year a t least a one-quarter interest is exempt where 
the holding compallY and the subsidiary are ulllimitedly lin ble t o 
taxation (art. 9). 

The rate at which a corporation was taxed under the 1934 law was 
20 percent, except in the cases of certain types of credi t institutions, 
to the income of which a ra te of 10 percent was made applicable 
(art. 19). Those two rates were incrensed to 30 percent and 15 per­
cent, respectively, by t he amending statute of 1 Q36 (urt. 1). 

II. TRANSLATIONS OF GERIVIAN INCOME TAX LAWS 

1. INCOl\lE T AX LAW OF OCTOBER 16, 1 9~)4 

The Federal Governmen t h as en acted the following law which IS 
hereby promulgated: 

1. LIABILITY TO TAXATION 

ARTICLE 1. (1) Natural persons wh o have their residence or their 
usual place of abode in G ermany are unlimitedly liable to taxation. 
The unlimited linbility to taxation extends to all income. 

(2) N aturnl persons who hnve neither their residence nor their 
usunl place of abode in Germany, are limitedly liable to taxation with 
respect to domestic income (income in Germany) within the meaning 
of article 49. 

II . INCO~I E 

1. C ATEGORIES OF INCO:\IE, RECEIPTS, REVENUES 

ART. 2. (1) The income tax is applicable to income which the person 
liable to taxation has received within a calendar year. 

(2) Income is consi<lered to be the total amollnt of the receipts from 
the categories of income set forth in paragraph 3, after making com­
pensation for losses occlllTing in th e individual categories of income, 
and deductioll of specinl expendi tures (ar t. 10). 

(3) The income tax is applicable only to : 
1. Income from agriculture and forestry; 
2. Income from business ; 
3. Income from independent work; 
4. Income from nonindependent work; 
5. Income from capital property; 
6. Income from letting and leasing; 
7. Other income within the meaning of artiele 22. 
To which income-category income in an individual case belongs shall 

be determined in accordance with articles 13 to 24, and in cases of 
doubt in accordance with geneml rules of practice. 

(4) Income within the meaning of pnragrnph 3 is constit u ted by: 
1. Profits from agriculture ulld forest ry , business enterprise, and 

independent work (arts. 4 to 7); 
2. The excess of receipts over the professional outlnys ill connection 

with other kinds of income (arts. 8 and 9). 
(.5) For farmers and foresters or fo r business men, who are obliged 

to keep books in accordance with the regulations of the commercial 
code and actually maintain them regularly, the profit from agriculture 
and forestry , or from business enterprise shall be considered as being 
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mnde in that calendar year in which the business yenr ends. A busi­
ncss ye:l r shall he considered to be: 

1. For fnrmers ml(l fore~tprs, regardless of whether they keep books I 

01' not, the period from July 1 to ,JlIl1e :30; 
2. For business lllell, th:! t period of ti me for which they regul:ll'ly 

close their books. 
2. TAx-Fmm INCOME 

.AnT. :j. The follO\~"ing items arc tax-free: 
1. (0) Pensiolls in accordance with the Inw regulating the provision 

mnde for the retired serY:m ts of the State, ex('ept snch graIl ts as nre 
lll:1de ollly on the bnsis of the period of selTice rendered; 

(b) SuppleIlH'nt:lr~~ Jis:lhility pellsions (military); 
(c) I~xtr:l gr:mts to widows :llld orpilans of regular ofl1cers of the 

:lrmy alld of sta lT ofllcers (p:l.vm:lstl'1'S, etc. ) of the old (pre-war) army 
in tllC pl:1(,(' of war pensions; 

(d) .\ddition:d pnYlllents in lif'u of extra grants under military 
]H'nsion Inws, and tlle Inw for coloni:d oflicers, or in lieu of a pension 
lIn<il' l' tl\(, disnhilit." cOlllpellsntioll l:1w; 

(d Indl'1ll11ifi(':lti011s for civil lll:lilltell:lnCe which, :IS tr:111s[er ('Olll­

pens:ltion , :1l'e C'lllTelltly gr:lnted to former noncolllmissioned OmCNS 

(of till' army); 
U) Tr:lllsitioll n,lipf, indclllnilica tion for lIlo\'i llg and extra grants 

ill :'ldditioll to tnmsitiOll pay :llld dues in :lc('ordnncc with the Army's 
l\fnint('u:meo L:1w, grnnt('d olll~T once; 

2. l{e('('ipts ill kind and ind('mnili('ntiolls of members of the .A rmy 
and tile St:l te poli(,e, llnd('1' :1rticl(' 20, pnrngmph G, of the Pn.\" L:1\\, 
of De(,(,llllwl' HI, Itl2; (Heic1lsgcsctzhlntt. 1, p. a-HI), :11ld to al'tirle 11 
01' till' b,('dl'l'nl Ln\\- r('g':1rding tIl(' Poli('(' of tlH' Stnh'~ dnted ,July 17, 
1 D2:j (I\l'i('h~ge~dL;hlnt t ], p. ;)0'7), :llld the ofIi('inl income of active 
lll('lllhl'I'S of th(' ~\rmy. ~f(,lllbel's of till' ~\rmy in the sellse of these 
provisions nl'(' soldiei·s nlld ~\1'l11~' stnIr o fli('ials (paYlIlnsi<'rs, et('. ); 

3. P:1Ylllellts in :lCCord:lll(,(' with till' lnw n~gardillg dnll)agl's l'eslllt­
ing frolll troops of 0('C11}):1 tion : 

4. Pref('l'('nti:tl nmlllities OIl the hnsis of the lnw n'ganling the 
redl'IllPtion of pllhlic lonns; 

5. Ilollol':Jl',v ('xtra gr:lllts conncct(,d \\-i th wnI' medals nnd decora­
tiolls, :llld exl.rn grnn t s for front S('l'vj(,('; 

G. l{('('('ipts from sickness inSllrnlWl' :llld Fedl'1'al :wcidellt insllrnIlce; 
furtlH'rll1ol'l', l'('('('ipts in kind from other br:llwhes of the Federal 
inSlll'an('l' system: 

7. In<l(,llllli fi('ntions for disllliss:ll from sen'kc, on the bnsis of the 
N" fI tioll:ll Ln hoI' Ln\\"; 

S. Lllmp sum ('omp('n~:lti()n pni(l on the hnsis of Federfll insurance, 
tIll' st:lt<~ offic('l's' pension 1:lws, flwll1lilitnry pension lnws; 

n. Pn\'I1H'nts made from unemployment insllrnnce, emergency 
1'elid, nnd shol't.-time workers ' relief: 

10. He('eip ts from puhli(' fllnd~ or from puhlic endowments, granted 
in (,:lSl'S of destitlltion or ns nid for educntioll or training, for s('ience 
or nrt.: 

11. Rl'InUnl'l':Ltions for "ohmtnI'Y lahor s('ITice pnid to the Lnhor 
S('l'viee volunteers in ('nsh or ill kind; 

12. ~rnrril1ge nid pnid to f(~lllfile elllplo~'ees whell lca\'ing their 
elllploymen t, find motherhood fillal1cinl nid; 
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13. Indemnifil':ltions for out,}nys nnd trnyelling eX])('llSCS paid from 
puhlic funds. IndenmificntiOlls paid for loss of eHrniug's nnd loss of 
time, how('\,er, nre li:lhle to taxatioll; 

14. For (GOYC'l'lllllent) oflicel's on duty nbrond , those receipts whi('h 
are lin hIe to tnxntion in the st.a!(' in t.I1(.' territory of which the oIlic('.l's 
nhl'ond lwye their oflicial station. Tllis does ilOt rdl'r to dOllH'stic 
income nccording to nrti('le ·In. 

3. PHOFIT 

AUT. 4. Conception of jJJ'{~tit in fJcneral.-(1) Profit is t,lle diO'erelltial 
amount between the \\'orkillg assds at the end of tho ye:n of operation 
and the workillg assets n t the end of the prec('ding Y0nr of operation, 
increased bv t}lCI ndlle of withdr:l.,,-als tllClrdl'n1ll. and deC'rC'nsed by the 
vnlue of a('lditions tlwrl'io . Such withdl':l.\\·nls include all ('C011(llllic 
goods (ens}l drawings, good s. pJ'Od ucts. utili tics, and per[ormn,llccs) 
which the person liable to ta.xntioll lms in the COlll'Se of the year of 
operation drawn from the enkrprisc for hims('lf, for ]lis hOllSdlOld, 01' 

for ot.her purposes not COllll('cted with t.ll(' ('nf.rrprise. Such additions 
include nIl ecollomic good;;; (cash invostmoll t s ftnd other economic 
goods) which the p('l'f;On liabh' to taxation }m;;; add(~d to the. (lnf('rprise 
during the course of the year of 0lwrntioll. For t.he ddermillatioll of 
the profit the provisions ('()]l('('l'lling' opC'rating (lxpens('s (par, 3) :1.nd 
valuation (n,rt.. G) s11:1.11 be adhe1'('d to. T}1e nl-lue of land helunging 
to the fixed assets shall not be cnllsidN'('(l. 

(2) If the wOl'ki]lg asscfs a C the end of the individual yenr of op(lr­
ntion do not, generally. drviatn essentially from the working asset.s at 
the end of tIle pn'ceding y('ar of OIwratioll, t}w ('XC'('SS of the business 
income ahovr tIle hliSill('sS eXIWllS('S may h(l rrgal'd('d as profit., III 
eOllllection tlw1'('with, illletllatiolls of eco1lomic importall('e in the 
working assets ,dlic11 exceptionnlly occur within a Y<':tl' of operat.ion, 
mn~T be considered throllgl1 additions or deductions. 

(3) Business expenses a}'(~ ex]wwlit.ll1'eS which are in(,lIrred through 
the operation of t.he (~n tl'rpl'is(·. 

AHT. 5. ]>f(~fttil/ COllllectioll with lllCl'cllflltiS 1,,110 rJrf. o1Jli[latfd to kcrp 
boolt8.-(1) For tllOS(' ])('rSOn5 liahle to t.axation who are ohlignkd t,o 
keep buoks in accordance ",it,ll t.hl' prescriptiuns of the commercial 
code, such "'orkillg assets }mn~ to he c()Jlsid(Il'l'(\ at the end of t}l('. y(':\.r 
of operation (art. 4, pal'. 1, sentellce 1) w}lieh are providod fol' by Ole 
principles of proper h()okk(lepin~. 'I'll(' provisions regarding- with­
dnt"'a}s from and addit.ions to \\'orkillg ass('{.s (nrt. 4, pal'. 1), operating 
('xpens('s (art.. 4, par. 3), and Y:lluat.ion (nrt. ()) shall he adhered to. 

(2) The perSOll lin ble to taxation Illn.v ult(,l' the bal:mce sheet. even 
after its presentat.ion n t the tax office, if it should not correspond 
with the provisions of p[lr:1~rnph 1. sell{('IlC(' 1, concerning the prin­
ciples of proper bookkeeping. Otllel'wise nny nlterat.ion of tile 
balanee sheet is possible only ",itlt fhp :lpproynl of tllC tax office, or, 
in [lny legal procedure, only with tlle.npproval of UIO respeetive legnl 
nuthoritv. 

AHT. li. raluation.-For t.hr yahwtioll of the indi"i<illnl items of 
property sCl'ying in the openltiOll of the entcrprise, tl1e followillg 
shall hold: 

1. Items of the fixed flssets subject to deprceiation slHl]\ he entel'rd 
at the purch[lse price or costs of ll1:lIlufacture decreased hy the depre-
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ciation in accordance with Article 7. If the pflrtiu-l ,-nIlle should be 
lower, this Intter may be enterrd. A partifll vflIlle is that amount 
which any purchaser of the whole enterprise would charge lip for the 
individ tlfll items of property within the total purchasing p.rice; it 
shall be cOllsidered in this COllllection, however, that the purchaser 
would continue operation of the enterprise. Regarding items of the 
fixed assets, the ordinary period of utility of which does not exceed 
5 yeurs, business men maintaining books within the meflning of 
artidc 5, and farmers :\lld foresters mflintaining books may figure a 
higher flmount for depreciation than is specified in artide 7, without 
considering the pm·tial vulue. Property items whieh, at the end of the 
preceding year of operation, already helonged to the fixed assets of 
the person liable to tuxatio ll sllnJl not appear in the balu.nce sheet at a 
higher figure than in the preceding year. 

2. Property it.ems of the enterprise other than those mentioned 
under No.1 (renl estate, partnerships or participations, business or 
company value, iloatillg cnpitnl) shall be entered at the purchasillg or 
production costs. III lieu of the purchasing or production costs, the 
lower pm·tinl vnlue (No.1, selltence 3) may be entered. For eco­
nomic goods which, at the end of the preceding year of operation, 
already belonged to the working assets, the person liable to taxation 
may enter the partial value in the following years of operation even 
when sllch value is higher than it appeared in the lnst balnnce sheet; 
it shall not, however, exceed the purchasing or production costs. 
For ngriculturnl or forestry enterprises the entering of the higher 
pfll'tinl value is permissible if this is done in accordance wi th the 
principles of proper bookkeeping. 

3. Liabilities shall be entered with proper obserya tio]} of the 
provisions set forth under No.2. 

4. 'Vithdrnwnls of the person liable to taxation for himself, for his 
household, or for other purposes not connected with the en terprise 
shall he entered at, the partial vnlue. 

5. Tnvestments or ndditiOlls shall be entered at the partial value at 
the date of the illvestment; however, t.he figure must not exceed the 
nctllnl purchasing or production costs. ' 

G. Upon the opening of an enterprise or monetary purelwse of an 
enterprise the property items shall be entered at the partin! value 
not to exceed, ho\\'eVeT, the actllnl purcbnse or production cost. 

ART. 7. Ded?lction foJ' dfp't'fC'iat'ion.-(l) For huildings nnd other 
property, the llse or utility of which to the perSOll liable to taxation 
for the purpose of gnining income hns heen found to extend over a 
longer period tllfll1 1 venr, ~thn.t pa rt of tllC pllrrhnse or production cost 
mu~v he drducted for rnch yeflr ,,-hirh with the distribution of such 
costs oyer the totnl period ot use or utility, would fnll to 1 yenr (deduc­
tion for deprerintion). The deduction shall be calculated, in this con­
nrr.tioll, according to the usual period of utility for the respective 
kinds of property. Deductions for extmordinary depreciation of n 
ter.]mir.il I or economic nnt lire arc permissible. 

(2) ~ linillg en terprises, quarries, alld other ell terpriscs which ell tail 
fi wnsting away of the assets may nlfllw dedl~ctions for sllch a wastillg 
away of nssets. Paragraph 1 shall be upphed accordingly. 
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4. EXCESS OF RECEIPTS OVER PROFESSIONAL OUTLAYS 

ART. 8. Receipts.-(1) l{eceipts include all economic gooJs which 
consist of money or vnlueR anJ which nccrue to tbe person liable to 
taxation within the cn t(\go ries of income specified ill nrticle 2, para­
grnph 3, Nos. 4 to 7. 

(2) Receipts not consisting of money (shelter, bonnI, goods, and 
payment in kind) shull he en tereJ n t the customary averuge prices in 
the place of consumption. 

AR'I". 9. Professional o'lltlays.-Professional outlays consist of ex­
penditures made for acquiring, securing, and maintaining income or 
receipts. They shall be deductod from tlmt category of receipts in 
connection with which they wore incurred. The following shall also 
be regarded as professional ou tlnys: 

1. Interest on deht, and annuities and permanent charges payable 
under special obligations, as far as they are in economic conjunction 
,vith any given cntegory of income; 

2. Taxes on real estate, other public fees or assessments, and 
insurance dues, as far as such expenditures refer to buildings or to 
objects whicb serve the person liable to taxa t]on as sources of income; 

3. Dues to professional, oecupatiOIULl, and trnde organizntions, the 
purpose of which is not profit-making enterprise; 

4. Necessary e:\."penses of the person liable to taxation for com­
muting bctv.reen his places of residence and work; 

5. Expenses for tools of trnde (tools anel professional clothing); 
6. Deductions for depreciation (art. 7). 

5. SPECIAL EXPENDITURES 

ART. 10. (1) Special mq)enditures which may be deducted frOIn the 
total amoun t of gross receipts are the following items and no others: 

1. An amount of .50 reichsmfl,l'ks for everv female domestic servant 
for each full calerclar month in which she has belonged to the household 
of the person liable to taxation; 

2. Interests on Jebts, and nnlluities nuJ permanent chnrges pnyable 
under special ohligations, which nrc neither opernting expenses nor 
professional outlays, nnd which do not stand in any economic con­
junction with receipts not considered in the assessment; 

3. Taxes levied by semigovernmelltal religious communities (church 
taxes) ; 

4. Insurance dues nn<l premiums of the person liable to taxation 
for himself, for his wife, und for those childn>n for whom he is grnntcd 
(income tax) deductions, for sickness, f}('cident, civil linhility, em­
ployees' disability and retirement. Hl1cl unemployment insurnnce, 
for life or den th insurance, aIld for in~urn nce or annuity funds for 
widows, orphans' pension, and burinl. D lH'S and insurnnce premiums 
to insurance companies which hnve neither their mnl1agem ellt nor 
their seat in Germany may only be deducted in cnses where permission 
for operation in Germnny hns heen grnllted to such eompanies; 

5. Payments hy the person liable to taxation for himself, his wife, 
and children, for whom he is gran ted (income tnx) deuuctions (for 
children), to building 10n11 nssociations for the purpose of obtai ning 
building loans. The provisioIl of No.4, sentence ~, slUtH he applied 
accordingly. 
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(2) Thc c1eJnctions for spccial expcndi tllres within the meanino­
of pnragrnph .1, ~os. -4 :1111..1 5, slwl} not, in their totnl, exceed nn ullllunl 
amount of relchsmnrks 500. TIlls nmount shn11 be incrensec1 by: 

300 reichsmarks for the wife; 
300 reichsmarks for the first child; 
400 reichsmarks for the second child; 
GOO rcichsmarks for the third child; 
800 reichsmarks for the fourth child; 

1,000 rcichsll1nrks for the fifth, find each following child. 

If nn increase in dednctions is bnsec1 upon the number of children. 
it will be n.llo,,·ecl only if n (income tnx) deduction for such children 
is provided for. 

(3) For specinl expcnditures within the nwnning of parngraph 1, 
Nos. 2 to 5, a minimnlll 111mp snm of 200 reichsmarks shnll be 
deducted whcn the assessm ent is mnde. 

(4) If the tnx liability did not exist, for a whole yenr, the anuunl 
mllounts concerned in parngrnpb 2 and pnrngrnph 3 shnll be decreased 
in proportion to the number of months during whicb a tfiX liability 
did not exist nnd shnll be rounded off downword to whole reichsmarks. 

6. RECEIPTS AND EXPENDITURES 

ART. 11. (1) Rcccipts nre considered as hnying been received 
within thnt cnlendnr yenr in which they have accrued to the person 
liable to tnxa tion. Regulnrly recurring receipts which have accrued 
to the pcrson lia ble to taxa tiOll shortly before the beginning or shortly 
after the end of the cnlendnr year to which they belong economicfllly, 
sholl be considered ns hnying been receiyed wit.hin thot calendar year. 
The proyisiolls regnrding the determinntion of profit (ort. 4, por. 1, 
n1't. 5) reIllnin unchanged. 

(2) Expenditures shall be deducted for that calendar year in which 
the~T were incnrred. For regulnrly recurring expenditurcs, paragraph 
1, sentence 2, shnll npply. The proyisions regarding the determina­
tion of profit (nrt. 4, par. 1, art.. 5) rcmnin unchanged. 

7. NON-DEDUCTIBLE EXPENDITURES 

AnT. 12. Regnnlless of the regulntiolls containcd in flrtielo 10 no 
deduetiolls, either from tIle individual cn tcgories of receipts or from 
t.he total income, sltnll be made for the following items: 

1. Expenditures made for the hOllsehold of the pen:on liable to 
t.axation aIld for the lllnintenance of the members of his familY. 
This includes the expenditures to maintain t.he standard of life whir,h 
is necessitated by the economic or sorin} positioll of the person lin,ble 
to taxatiOlI, even if such expenditures n,re lnade for the furtherance of 
llis professioll or his arth·i ties; 

2. Yoluntar~' payments, or payments to persons legally entitled to 
maintenancc, eyen if sueh P:l,,YJllCIltS are made 011 the hasis of a special 
agroell1CI1 t; 

3. Taxes 011 income nnd property taxes. 
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8. THE SPECIFIC CATEGORIES OF IN COl\IE 

A. AGRICULTURE AND FORESTRY (A RT . 2, PAR. 3, NO.1) 

ART. 1(,. lT~cnm e from ogi"i(·1J linr('. and fOl"£,.';lI"y.-(1) Income from 
agricult'..lrc and forcstr~- incllJdes: 

1. Receipts from ell terprisc ill the fields of agricul ture, forestry, 
viticultnre, horticl1ltul'(~, fruit C' llltlll"C, vegptn,hle C'll ltuJ'e, tree I1llr­
series, n,nd from all elltl'rpl'isf'';; wh ich grow plants and parts of plfints 
with the aiel of the force~ of llatllre; 

2. Receipts from nnillwl husbandry, cnttle alld hog fattening, 
dairies, poultry farms, and similar en terprises, if the prod ucts used 
for slIeh <I11inllll husbund ry cume prillcipally frol11 the' agrieultural 
en terprise itself; 

3: Receipts from Inke aud river fishing, fish fnrmillg , nnll pond 
fislullO" . 

4. jfeccipts from hun ting, if this latter is in cOlljwlCtion ,vith farm­
ing or forestry; 

(2) To illcome within the menning of paragrnpb 1 belong the fol­
lowing items nlso: 

1. Reeeipts from nn Hgrieultural or forestry slIbsi<liary enterprise. 
As subsidinry enterprise nlll~t he conside red an enterprise ,,~ bi('h is 
designed to assist the main ngricultund or forestry enterprise; 

2. TIle utility value of the residence of the person liable to taxation, 
if such d\\'elling does not eXl'l'ed the size Clis tOlll:Jf.V for enterpl'ises of 
the same kind. 

(3) Income from agriculture nlld forestr~~ i:::; fuliy hable, to hlxatioll , 
if it exceeds the amount of 8,000 reichsmarks. Should the income not.. 
exceed this amollnt, receipt s frum ngriculture alld forestry shall only 
be liable to taxatioll insofar as they exceed thE' amount of 3,000 reichs­
mnrks . Losses from agriculture 'and fore:stry may only be compen­
sated for upon determinatioll of the income (art. 2, par. ~) if they 
exceed 1,000 reichsma rks. v 

ART. 14. Sale nfthf nilerprisf.-(l) Profits which nre made lIpon t.lII> 

sale or giying up of an agricultural or forestry t'ntl'l"Jwise or subsidiary 
enterprise also constitute income from Hgricultllre nnd forestry. Sale 
profit is that amOUlIt. hy which the sale price' nfter deduction of the snJc 
expenses exceeds the ynine of the working assets, determilH'd fo1' the 
date of the sa le in aeeordance with article 4, pnmgrnph 1. 

(2) A linhility for tnxntioll nrises ollly if the sa le profit UPOll tbe SUlfl 

of the t.ot111 ellterprise exceeds 10,000 reichsmarks, and upon sale of 
pnrt of the enterprise only if the profit exceeds a propurtiOll<1te pnrt 
of the amolln t of 10,000 reichsmnrks. 

(3) The illeome tnx Oil the sale profit will, upon npplication, he 
decrea:::;ed or nbated, if the person liable to taxation acquired the sold 
enterprise or ptlrt of ellterprise within the last 3 years hefore the sn le 
took place and paid inheritance tax ill consequellce of the acquisition. 

B. BUS I:>IE :';S ENTERPRISE (ART. :! , PAR. 3, NO.2) 

ART. 15. J ncome from bushu'ss rntfr ]1f"ise ,-Income from business 
enterprise incilldes: -

1. Receipts frolll business undertakings. Included therein nre also' 
receipts from land exploitu tiOD ; for installce, from mini lIg ellterprises 
and from enterprises for the prod uction of pent , stones, nnd earths, 
illsofar ns they are llot' ngricllltllra l or forestry sllbsidin ry ellterprises ~ 

7S0!)~-:~S--3 
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2. IJrofit shares of the partners of :1 private partnership company, 
a limitNl partnership compnny or any other company where the part­
ncr mllst be regnrded ns rntreprenel1r (coentreprcneur), nncl those 
rrl1l1lllerntions which the pnrtncr hns recei,'ed from the comnnnv for 
his ~(']Ti("cs rrndered to t he com pnny or for the granting 0(loai1s or 
for t 11(' transfer of econoilli c goods; 

:3. The profit shares of the personnlly lin ble pnrtner of n special 
pnrtne]'ship limited linbili ty eompn.ny, insofar as they do Dot corre­
spolld to slw}'es of the stock capitnl and those remunenltions which 
tll(~ personally liable pnrtncr may ha,Tc received from the compnny 
for his services rC'lldcJ"('d to t he company, or for the granting of lonns, 
,or for tJw tr:msfrl" of ecollomic goods. 

Art. 16. Salt (d tIll f'Jltupl'isc.-( l ) Income from business enter­
pris('s nlso comprises profit~ w!lidl :1]"(' mude upon the s:11e of-

1. The totnl bu sillcss ellterprise or part of same; 
2. The shnre of n pnrtll(']" who is to be regnrded as ('lltrcpreneur 

(coent}"('prC']wlIr) of the enterprise (art. 15, No.2); 
:~. The 8h:1re of :1 per8ol1nlly liahle partner of a speciflJ pnrtllership 

limitcd linhility company (a rt.. US, Ko. 3). 
(2) As snlc profit withill thr mcaning" of paragraph 1 must be re­

garckd thnt amollnt by which the saIl' price nfter deductioll of the, 
sales C'xpenscs exccC'ds the "alue of the working assets (par. 1, :\f" o. 1) 
or the Y:llu(' of the sharc ill the working nss~ts (par. 1, Xos. 2 and 3). 
Th(l yalue of the workillg assets or the share at the elate of· the sale 
shnll hr detcrmillrd accoJ'dillg to article 4, pnmgnlph 1, OJ' nrticlc 5. 

(:)) The giyillg·-lIp, cessatioll, or ah~l]\(I()nmellt of the husiness 
ellterpris(' shn}) also be considered as t1 salC'. If t.he sepnrnte property 
items serving the enterprise are sold in conjunction with tl1(' nhnndoll­
l1lC'nt of the entcrprisr, the respective sale prices slwll bc entered. If 
the propcrty is not sold, its ge]}ernl vnlne nt the date of t11(' abnlldon­
ment shall lwel1trred. l 'pOll tIl(' ahandonment. of n business ellter­
prisr in which :1 /lumber of persolls werr pnrticipnting, tIl(' ordinary 
Y:J I ll(' of the pro{wrty item~ tlint ench pnrtnN hns received at the 
settlC'll1rn t lll11st be en tered . 

(4) A liahili ty to taxntioll llrises only if tIle sflJe profit upon the snle 
of thc whol(' trndillg enterprise (par. 1, No.1) excreds 10,000 reichs­
marks , and lIpon the snle of ptll't of tile enterprise or n shnre in the 
workillg :l s~l'ts (par. 1, No~. 2 and 3), exceeds a proportionate part of 
10,000 l'eichsmnrks. 

(5) Tlw incom e t nx for the sale profit ,dll be reduced or ahated upon 
npplicution, if tllP person liable to tflxntion has purch:)secl the sohl 
enterprisC' or p:lrt of the clltcrpl'ise or tIle sold sbure within the last 
3 YCHI'S Iwfore the snle took place :\lId, in conseqllence of said PUl"­

,ch·asc, pnid inheritmlc P tnx. 
AnT. 17. Sail Id siVll?"jicunt partn('f8h1"p ."hal'('s.-( l) Incomc from 

tnHling rlltel'pris('s includes also the profit resulting from thr sale of n. 
sll:lJ"(' ill n (',n pi t:d ellterprise, if tli(' s(,ller has pnl'ti ci pt~ted signir-icnlltly 
in til<' cnpitnl of the cOlllpany awl the shnn' sold exce('ds 1 percent 
of the slw]'(' cnpitnl or stock capital. If the se11(']' alone 0]' together 
\\·ith tlil' lllcmhers of his family hns p:Ll'ticipatNl within the lust 5 years 
in the capitn.! ('Ilt(' rprise to the extellt of more tlltlll one-quarter of the 
rapitnl, dircctly 01' indirectly, ns, for illstance , through n trustee or 
through n cnpitn.l entcrprisc, he shall be considered us having par­
ticipntC'd significantly. 
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(2) As snlc profit ill the lllcaning or paragraph 1 must be considered 
that a,mount by which the sale price nfter deduction of the snle 
expenses exceeds the purchase price. 

(3) A linbility for taxation a.rises only if the snle profit on the shnre 
sold exceeds that proportionnte pnrt of 10,000 reichsmnrks (for the 
entire capital) corresponding to the sole share in the capital enter­
prise. 

(4) The income tax for snle profit will be reduced or nbnted upon 
application, if the person linble to taxn tion acquired the sold share 
in the cnpitnl enterprise within the last 3 years hefore the sale took. 
plnce and in eonseqllence of this acqllisition paid inheritnnre tnx. 

(5) Losses which have arisen ill cOllneetion with the snle of shares 
in a capita.! enterprise mllst not be rompellsated for upon tbe deter­
mination of the income (art. 2, pnr. 2). 

C. INDEPENDE NT WORK (A ft'I'. 2, PAR. 3, NO.3) 

ART. IS. (1) The followill g n 1'0 considered to be income from inde­
pendent work: 

1. Income from lihernl professions. The libernl professiolls include 
in particular scientific, ftl't.isti(~, literary, teaelling, or educn.tionn.l 
activities , the professional nctivities of physicians, lnwyers and public 
notaries, ('ngil1ccrs, architects, comnwrcinl chemists, nlCdicnl prac­
ticians, dentists, geolllrters, churtered accountnnts, tax advisors, 
accountillg ex]wl'ts, and of similar professions; 

2. Rec('ipts of Stat('-lottery collectors, if they are not receipts from 
business enterprises; 

3. Receipts from other illdep(lnd(~1l t ''lork, such as, for instance, 
remunern tion for tIle exccu tioll of a will, for trllsteeship, and for 
activities as member of a bonn\ of din\etors. 

(2) Receipts coming within the plIl'y irw of pnrag.l'aph 1 are liable 
to taxation evrIl if such netivi ties are only of tt temporary na ture. 

(3) As receipts froll1 independent work shall nlso b(~ considered 
profits whieh hnve bl\Cll made throllgh the snlr of a property serving 
such independent work or upon the ahnndollll1Pllt of such nctiyities . 
The income tax for profits in the meaning of sentence 1 will, lIpon 
application, be reduced or nbn ted, if the person lin ble to taxation 
acquired tlJC sold property within the ln st ~ yenI'S before the snle took 
place und ill cOllsrqurllce of this af'quisition paid inheritallce tnx. 

D. NONINDEPE N DE NT 'YORK (ART. 2, p.\ le 3, NO.4) 

ART. 19. (l ) Heceipts from llonindependen t work includ e the 
following items: 

1. Salaries, wnges, gratuit.ics, ro,Yuiti(\s, nnd other remuncrations 
and ndvHlltnges grnntecl for activity ill pllblic or private service; 

2. Intenllediate salaries, pellsiolls, widows' nnd orphalls' pensions, 
nnd other remllneration or ud vn II rng<'s :lCrrllillg from former s(lf\' ices. 

It is immnt('rinl ,,,,hetller the I'('ccipts nre current 01' sing-Ie and 
whether any lcgnl title to them exists. 

(2) Receipts from nonindependell t work do not include the folluwing 
items: 

1. 1tfoneys :lnd SlIms ill }'('imburselllent of outlays made by the 
employees for the employer; 



12 GEnl\IAN INf'Ol\IE TAX LAWS 

2. Amounts which arr paid to persons in private service for travel­
ling and trnnsportation expensrs allel outlays, insofar fiS they do not 
ex(:eed the actual expenses incurred. 

E. CAPITAL ASSETS (FUNDED PROPERTY) (ART. 2, PAR. 3, NO.5) 

ART. 20. To receipts from capitnl nssets belong the follo"'ing items: 
1. Profit shnres (dividends), interest, profits, and other receipts 

from bonds, mining shnres, profit-shnring certifiJ'n tes, shares in 
limited liability compnnics, in profl.t find coop ern tive assoria t.ions, 
in colonial compnnies, from shares in the Reichsbnnk , and mining 
enterprises having the righ ts of juridical peTsons; 

2. Receipts from p,lrtnership ill a business enterprise as silent 
partner; 

3. Intl'rests from mortgages and lonns on hwded proprrty and 
income from rent annuities OIl property liens. In connection with 
mllortiz:I tion of mortgnges nnd nmortiza tion of loans on landed 
property, only' thn t part of the payment shnll be lin ble to taxa tion 
whicb is to be considered flS in terest paymen t on the remainder of tbe 
capitnl nt the time; 

4. Interest from other eapital elnims of any kind, for instance, 
from lonns , investment.s and lTNlits with snvings banks, banks, and 
other eredi t institu tions; 

5. Discounts 011 notes nnd hills, ineluding trcflsnry bills. 
(2) To receipts from eapitnl assets belong also: 
l. Specinl remunerntion or fI<ivantnges granted in nddition to or 

in lieu of the receipts mentioned in pn.rngrnph 1; 
2. Receipts from ~nle of dividend " 'fIlTnn ts, coupons, and other 

(interest or dividend) elflims, if the st.Dc·ks, bonds, or debentures, 
or other share claims are not sold tllerewi th. 

(3) 111.50,'Lr rug receipt3 of the kind l11e11 tinned in pnrngmphs 1 nnd 
2 n.ppertnin to receipts from n,griculture n,nd forestry, from husilless 
en terprises, from independent work , or from letting nnd lensing, 
they sLt~ll Le n,dded to such reeeipts. 

F. LETTING AND LEA~INr: (ART. 2, PAR. 3, NO.6) 

A n:r. 21. (1) Income from letting n.nd lensing includes: 
1. Receipts from letting (tud len.sip~ of renl property, espccinlly of 

liLlld, buil(~il'gs, pn.l'ts of buildings, sllips register('d in n ship register, 
:111(1 of titles ccming ,,-itbin t.ho pUr\'iew of the civillnw regnrding renl 
estat.e (for instance, building lease \\'Lich cnn be inherited or sold, 
in.i} erit('d rights or rights of illheritnnce, mineral exploitation rights); 

2. Receipts from letting arod lensil~g of possessed object.s or collec-· 
tions of ohjects, especin.ll~T of the movahle workillg assets of a business; 

3. Receipt s from time-limited tnm.sfers of rights, especially of 
litern,ry , artistic, and cornmercin.l copyright.s, of husiness experience, 
u!ld of rigl,ts or privilC'ges on, n.nd revenues from land; 

4. Reeeipts from tile sale of cln.ims upon rents and leases, even 
when tll{l l'fceipts nre included in tl'c Q,:1.Je !~rjce of ren.l estate and the 
ren t ... :.nd len.se payu:c-' ts refer t'J a. period of time when the seller was 
still the o\nwr. 

(2) To receipts frOln lettillg and leasing belongs also the utility 
value of fu dwellipg trn.nsferred to the persol' lir.ble to tax~~tion entirely 
or partially free of cbarge, llleludillg any other space and /or garden 
that may belong thereto. 
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(3) Receipts of the kind mentioned in p:uugraphs 1 antI 2 shall be 
added to gi,ren categories of income insofar as they are appropriate 
thereto. 

o. OTHER RECEIPTS (ART. 2, PAR. 3, NO.7) 

ART. 22. Categories of income.-Other income includes: 
1. Recurring receipts, insofar ns they do not belong to other cate­

gories of receipts (art. 2, par. 3, Nos. 1 to 6) in particular: 
(a) Hereditary rcnmucs; 
(b) Personal annuities, life-n.Illluities, annuities for a certain 

number of y<.'nrs, anJ other lloll-hereJi tary revenues ; 
(c) Subsidinry payments anu other privileges granted as recurring 

revenues. If such grantillg is volunta ry or to a person legally entitled 
to maintenance, it shall not be charged to the recei"er, if the Jonor 
is unlimitedly linble to taxation; 

2. Receipts from speculative transactions within the meaning of 
article 23; 

3. Receipts from performances, insofar as they belong neither to 
other categories of income (art. 2, par. 3, Nos. 1 to 6) nor to income 
within the meaning of No. 1 or No.2, as for instance, receipts from 
occasional commissions and from the letting of movable property. 
Such receipts nre not liable to taxation, if they amounted to less than 
300 reichsmnrks during the calendar year. If professional outlays 
exceed receipts, the amOUll t in excess shall not be compensated upon 
determination of the income (art. 2, pnr. 2). . 

ART. 23. Speculat·ive transact?"ons.-(l) Speculative transactions 
(nrt. 22, K o. 2) nre: 

1. Sales t.rnnsnctions, where the periou of time between purchase and 
sale amounts to: 

(a) Not more than 2 years, for real estate and titles subject to the 
provisions of civil law cOllcerning real estn te (for instance, building 
leases which can be inherited or sold, inherited rights or rights of 
inheritallce, mineral exploitation righ ts; 

(b) Not more than 1 year, for other econollllc goods, in particular 
for stocks nnd bonds. 

2. Sales trnnsnctions, where the sale of the property items takes 
place prior to the purchase. 

(2) Receipts from the sn le of the following are not to be considered 
(ns speculatin' transactions): 

1. Debentures and mortgnge and annuity bonds of debtors who 
have their residence , management, or seat in Germany, unless they 
carry, besides fixed interest, a right of exchange against company 
shares (convertible loans) 01' additional interest which depends upon 
the amount. of the profit distrihution of the debtor, or ha,'e been 
acquired .1 brond by the person linhle to tnxation; 

2. Clnims registered in a Germnll domestic public debt-book; 
3. Preferred shares of stock of the German Federal RnilrO:1d Co. 
(3) Speculntiye trnnsactions shnll not be considered to comprise 

the sale of property items, the yalue of which has t.o be entercd ns 
income within the meHlling of article 2, pnragraph 3, Nos. 1 to 6. 

(4) Profit or loss from speC'uinti'-l' transactions is the difference 
between the sale price on one ::-;ide nnd the purchase or production 
price and the professionnl olltlnys Oil the other side. Profits from 
speculative trnnsactions remain tux-free, if the totnl profits macIe from 
speculntiye transactions within the calendar year amollnt to less than 
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1,000 reicllsmarks. Losses from speculative tntllsactions shall only 
be compensated up to the amount of the profit from speculative 
trn ns-actiolls which the perSOll lin ble to taxa tion has made in the same 
calendar year. 

H. JOINT PROVISIONS 

AUT. 24.-To receipts within the meaning of Art.icle 2, paragrn,ph 3, 
belong also: 

1. InJemnifications which have been granted: 
(a) As compensation for lost receipts or receipts being lost; 
(b) For the n bnlldoJllllent or nonperformnnce of nn act.ivity, for the 

reliuCJuishlllent of profit-sllHring or of a title to the latter. 
2. Receipts from a former activity within the meaning of article 2, 

pnrngrnph 3, Nos. 1 to 4, or from a, former contractunl re1ationship 
within the meaning of nrticle 2, paragrnph 3, Nos. 5 to 7, wIlen such 
receipts uecrue to the person liable to taxation as a legal successor. 

Ill. ASSESSM ENT 

ART. 25. A.~8cs.r;mcnt for the calendar Yfar.-(l) Assessment for in­
come tax shall be mnde after expiration of the calendar year for that 
income which the person liable to taxation has recei,-ed during that 
calendar ycnr, unless 110 assessment is to be made in accordance with 
art.icle 4G. 

(2) If the liability to taxation did not exist for the whole calendar 
yeal', tlw t income slwll be considered which hns been recei ,-ed during 
the period of tax lin bility. 1n s11ch a, ease the llssessment mny take 
place immedia tely after ccssation of the linbilit.y to t.axn,tion. 

AUT. 2G. 11nuMhoid taxation: IIusband and wife.-(l) Husband and 
wife shall be assesseJ jointJy, as long as both are lllllimitedly liable to 
taxation and they do not permnnently live sepnrated. The joint 
assessment shall he made for the cnlendar yenr for wbieh the conditions 
of sen tenee 1 existed for a t least. 4 mOll ths. 

(2) For a joillt assessment the income of both }lllsband and wife 
slwll be consi<lpred together ill their totnl amount. 

ART. 27. 1l(J118chold ta.ration: Childl'en.- (1) Tile head of a house­
hold and tllOS~ of his cbildren for whom he' is granted a tnx reduction 
uuder artirle 3~, paragraph 2, No.2, will be assessed jointly, as long 
as 110 himself awl tIle children nre unlimitedly liable to taxH tiOll. 

(2) ]ll cw;;e of joillt Hssessment the income of the hetld of the house­
hold nIHl thn t of his ch ildren shall be considered together in their total 
amount. 

(~) Income from llOllindependent work (art. 2, pnr. 3, No.4) per­
fonllect by the {'hildren for some otller enterprise which does not COll­
cern the head of the household shall not be consiclerell for the joint 
aSSCSSIllCll t. 

AUT. 28. 'Fa.rat.ion h~ case of joint jJt'oFcri!l «ftff I:wccession .- In case 
of SlIC('('ssion to joint propcrt.y :111 reccipt.s frolll tlw joint property 
slwll bc consi<lt.')'('d ns incolllc f('cci,-ed hy the sllrviving husbnnd or 
wife, if Ill' 01' she is unlimitedly liable to taxation. 

AHT. 29 . .ri/'('.I'(fgt' t'utes .-(( ) AYernge rn tes lllay be fixed: 
1. For the dctermina ti on of the profit from flgric llItlll'C und forcstry, 

from business cnterprise, or frolll independent work; 
2. For the determination of tIle exccss of the income nhove the 

~XlwJlditllres in(,lllT('d [n r the Hcqllisition, seem'ing, and maintennnce 
III connedioll with Idting and leasi1lg. 
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(2) The nverr.ge rates sltnlI be used: 
1. For the determinn t ion of profit, if-
(a) The turn-over d ocs not exceed the limits set by the Federnl 

l\1inister of Finnnce, nnd 
(b) Proper books have no t he"en kept or the books give reason to 

suspect thn t they mny p rrsent nctnnl innccurncies ; 
2" For the determination of receipts from letting :lnd IC'nsing, if no 

proper record is kept of t.h(> p rofessional outlays 01' the records gi\~e 
reason to snspert thnt. they p resent nrtunl innrclll':1 cies. 

(3) The utility vn,lu c of residellt'e in onc's O\nl hOllse may be 
determined n.s a percen t.age of t he l:1 s t fixed unit value of the ren.! e,s tate. 

(4) No ohjectiuns ca ll he mad e by the perSOll liablC' to taxa tion on 
the grotIntl that the nvern.ge 1":1,tes are considered too high. 

,AnT. 30. Ta.ratio n £n ('(],.'.;(' of ('OlLllecti,oh8 ubro(ul.- Thc Provincial 
Revell UP Oili('e lnn,,v fi x a llllni) ~lIm of illcome tax for illcom e from 
ngricult.m·e nnd forestry. from hu ::;i ll ess ellterpri~e, or from indl'l)('ndent, 
work, without cOllsidel'illg the slim shown (to h e rral true illcome), if 
special direct or indirect economi r r elations of the ellterprise with a 
person who is llot at all or only limi tedly liable to taxation in Genn:lny 
render pos~ihl(' n. reduc tion of t he p1'o£1 t . Th e Provi!lrin.l R('velHle 
Offiee \\'ill derid e at its own disnetiol1 . 

ART. 31. Fi:rcr/ lump-,cmrn ta:rat ion.-Th e Federal l>Iinis tc>r of 
Fillance ll1:ty-

1. Fix the ill('ome t n.x o f lwrso n:-; who t.hrollgh illlllli2Tatioll from 
abroad h(\coll1e unlimitedly li;l hle to taxation , ill~n, fixed l;~mp sum for 
a period of time IIp to 10 j e:l.1':-; fo llowillg the ('st.n.hlishment of the 
unlimited liability to tn.xati oll : 

2. Regulate tl;p t~lxn, tion nf offirinls 011 dlItv abroad in devi'lt.ioll 
from the general pl'o\Tisions n.lld regll ln.tio lls. . 

I V. T :\.Rl FF (TAX RATE S) 

ART. :12. Table of in('ome ta.r (I'll fo~ ).-(1) The income tax to be 
assessetl will hp figlirec1 in Hcconlallce with the t.n ble appended hereto 
as app('ntlix 1 (incoll1C'-tnx tn ble) . 

(2) For tIle lIse of the in come-tox table the following shnll npply: 
1. Single perSOllS nre persons li n h lC' to t :l xn tion who werp unmarried 

at the heginning of the cniencl nr year. However, they shull not be 
consid('re(ci single: . ~ 

(a) If \yithin the cnlelHln r yenr they were mnrried for n period of 
at least 4 months; 

(b) If they \vpre widowed 01' d ivorced nnu n ehild has been born 
of their mnrringe; 

(c) If they nre entitled to exempt ions or reduct.ions for ehildren ; 
(d) If they nre orphans und er 25 years of nge nnd nre being trnined 

for a profession. 
2. A ])('rSOll linble to tnxation i~ (,ll~itled t o tnx reduction fo r children 

for those of his minor children \"lIn during the period of h is linbility 
to tnxntioll , }, eIOlw:ed to hi s h OllsC'llOld for at least -1- months " ' ithin 
the cnlellc1;ll' yenr.~' The tnx re <.l l1ct ion for children mny , lIpOll nppli­
cation , he granted for child ren who, no longer minors, a t th e expense 
of the pN~OIl lin ble to tnxa tion, Hl'e being educateu or t railled for a 
profession and nre still uueler ~;j 'yenrs of ng-c, eyell if t hey do not 
belong to th e housC'llOld of the person lin ble to tnxation. Children 
within the ll)( >:llling: of this pl'oyisioll , shnll be cOllsiclC'l'ccl to include 
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stepchildrpl1, ado pted childrell, nnd foster-children; nIHI their off­
sprillg, :IS well as the taxpnY('r'~ own offspring. 

AUT. :):1. Spfcial economic ('owh"tion s.- Upon assessment, extra or­
dinuIT ('co nomic con(litiolls whic h <;.onsidernbly influence the tax­
pa:yillg cn pncity of the IWI"80n linble to taxntioil may, upon applica­
ti o"ll , be consiclen,d for n reduct ion of the income tnx, if the income 
does not exceed 20,000 reirhsmnrks. This amollnt is increased to 
:W,OOO ]"eichsmnrks for th()~(' persons liable to tnxntion who nre granted 
reduc tions for more thnll two children (nrt. 32, pnr. 2 , N o.2). As 
extrnordinnrv ecollomic rondi tions within the menning of sentence 1 
shnll be ('on~idered ul1ll~lInl burdens nrising- L 

1. Through maintelln nce of children or needy relatives, even if 
they do not hplollg to tht' household of the person liabh' to tnxntion; 

2~. Through other nece~snry expenditures which do not belOllg to 
the specinl expcndi t ures within the meaning of nrtiele 10, in particular, 
expenditllres on nrrount of sickness, denth , or ncr,idenL 

ART. :3--1:. Tal" rate in ca se (d eJ·traol'(linary rece1·pts.- (l ) If the 
income exceeds G,OllO reiehsmnrks nnd contains extrn or<iillnry receipts, 
the income tax rate shall be fixed, upon llpplicntioll, for the extrnor­
dinnrv receipt~ , n t fro m 10 to 2fl percent; for single people n t from 
] 5 to 35 perc<.'n t of s\lch extmordinary receipts. For the other 
receipts th e income tax table sll:lll be llpplied. 

(2) Extm ordinary receipts within the meaning of paragrnph 1 
comprise only t he following: 

1. Receip ts n 'presellting compensn tion for nn nctivity extending 
o ver n period of n n mnbcr of yenrs ; 

2 . SnJe pl'ofitf' within Lhe mennillg of nrticles 14 , 16, 17, nnd article 
18 , pnrngra ph 3; 

3 . Ind emni ficutions within th e meaning of nrticle 24 , No.1; 
4. Interest received in nccordance \vith nrticles 14 , 34 , nIHI 43 of 

the Lnw conceming th(' Redemption of Pllblic Loans, dated .July 16, 
192--1: (Heichsgesptz blatt I , p . 1:37) UpOll r edelllPtion of the right to 
participate in drawings. 

(:3) The t ax rntes I)] 'ovided fo r ill pnrngrnph 1 shnll, lIpon applica­
tion , nlsel he applied to receip ts o f extrnordinn ry .\Ticlcls from forest. 
proper ty, if IlO sllrvpy of the s tock in stnnding tim bel' lIns been mnde. 
Ext rnor<i innry yields frolll forest p roperty sh n]} he considered to in­
clude, without regard to the ty pe of enterprise, nIl yields presented 
b~T t'('oJlolllie rall8es which excecd th e reglllnr al1 ll llnl y i<,'lds to be ob­
tnin e<\ in arcordance wi th th e prinripl es of fO l"<~~try. In cOllnection 
with fon'~try yit·lds in cO llsequellee of 1'01'(' (' m njeuJ"(' (ice, storm , snow, 
insects, or fi r(' ) the incom e t ax to be pni(l under pnrngrnph 1 shall be 
r('du ('ed to ol]('-ha lf. 

\'. PA Yl\lENT O F T AXES 

1. PHE PAYMENT 

... \RT. 3;"). j i';.mtioll (uld di:c;clwt'w oj jJN' paymfl/ts.- (I ) The p erson 
linbl e to t nxn tion :-;.l.n11 m ake (p:lI'tinl ) pJ"(' pnYllwuts on nccolln t of his 
income tax 011 ~rllr('h 10, .Tune 10, September 10, lind De('embcr 10. 
I~nch (pnrtinl) prej)nYlIwJl t must be in th e nmOllllt of oIle-quarter of 
the las t asse~sed in"co n)(~ tnx. Persolls lin ble to tnxntion, whose 
income ill its llI njor pn rt results from agriculture nnd forestry , shnll 
pn~T on :\1areh 10 and .Jllue 10 oll e-qunl'ter ('nch, and on D ecember 10 
one-h alf of the last nss('ssed income tnx. 
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(2) If, in the incoJlle forming tlH' basis for the assessment, ~lIch 
receipts are contained ns are subject to tax deduction (arts. 38 to 45), 
the prepayments shall tH' based on that amount by which the Iixpd 
income-tax debt exceeds the 1111l01lnt of the tax deductions cnlculuted 
according to article 47, pal'ng'rnph 1, No.2. 

ART. 36. Prepaympnts in sperial casf8.-(1) If n tax liability arises 
only in the course of :l calendar year, the (partinl) prepayments which 
must be made after rrceipt of the first tax notice shull he basrd llpO' 
that income which presulllnbly will be received in the 12 months follow­
ing the establishment of t11r tax liability. 

(2) If the period of time for which a tax notice is givrn is less than 
a calendar yenr (par. 1), future prrpayments shnll be fixed in nccord­
ance with thflt tnx which wOllld be flpplicflble to a whole ~TenI"s income 
calculated nt the rnte of the income serving as the basis for the tax 
notice. ~ 

AnT. 37. Increase and rNZuction oj (partial) prepayments.-(l) Pre­
payments may be increasrd if the receipts not suhject to tax deduction 
will presulllfibly exceed by lIlore than one-fifth, nt leust by 2,000 
l'eichsmarks, however, those receipts forming the basis for the Iflst 
assessment which were not subject to tax deduction. 

(2) Prepayments mny bp reduced if the person linble to taxation 
proves thn t his receipts ",hi('h are not subject to tax reduction will 
presumably be lower by more than one-fifth, fit least, however, by 
1 ,000 reichsmarks, thfln those receipts forming the basis for the last 
assessment which were not subject to tux deductions. 

2. TAX DEDUCTIONS FROM WAGES ( WAGE TAX) 

AnT. 38. Payment of wage iaJ'Ps.-(l) In connection with income 
from nonindependent work the in('ollw tax will be collected through 
deduction from wages (wage tax). 'The employer shall dcduct the 
wnge tfiX for the em plo.vee from ()Heh wage paynwn t find shall remit 
same to the tax office. 

(2) If the wnges consist wholly 01' pllrtially of pflymcn ts in kind 
(art. 8) nnd the wages pnid in cflsh al'P Ilot sufJicient to puy the taxes, 
the employee has to pfly to the emplo,Ypr that fllllOllllt which \\-i ll be 
necessnry to ('over payment of the wnge tax. If the clI1ployee should 
fail to do this, the employer sh:1Il rctaill tlw respecti\'e part of the 
paymcnt ill killd according to his jll<ig'lllent nnd then pay the wnge tax. 

(3) The emploype, in nddition to the cl1lployel', shull he Iinble for 
the wflgP tnx on ly-

1. If tlw employer hns not drdllet!'d the ta,x from the wagcs accord­
ing to the reg'llln tio1l8, 01' 

2. If the employce knows tlwt tllf' employer does Ilot remit the 
deductcd wng:e tax nccordill~ to tIl<' J'()gulntioll::: :tilL! doC's llot inform 
the tax oHi('p of this fact immedi:ttely. 

AnT. 39. TJrtuffl'inatiori (!f 1('f/fJf t;I. ,. .-( l) The wage tax for wages 
pnid montl!ly shnll be figured lIc('or<iillg to the table flppellded lWI'()to 
flS appendix 2 (wage-tux tnbld. If ,,-ag('s [In) paid fol' n 1)(,l'i r <l of 
time other than :1 mOllth , th e' W:)f[1' l':It<~~ nml the wng<' tuxes shall he 
fractions of tl!P, amo llnts of th(' wag(' tux table, i. t.: 
For not morc than 4 working holll's _ 
For morl' thall! working hOlll'S, b1Jt not Illorc thall 1 working da~' 
Fur a fill! workilJg\H>ek______ ___ - _____ _______ _ 
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(2) For thc adnption of the wage-tax tablc the following shall 
uppl.v: 

I. Single 1>('rSOI1S nrC' C'Ill ployC'es who are not married. The follow­
iIlg RhnIlnot be considered single: 

"'(a) \Yidowed or di,'oreed employees from whose marriage a child 
WflS born; 

(b) Employees entitle<l to tax reduction for children; 
(c) Full orphans (ncither of whose parents is living) under 25 years 

of flge who flre receiving education or training for a profession or 
occupn tion; 

2. Employeps "itll minor childl'('ll bclollging t.o t.1H'ir l}()usehold 
(art.. 32, par. 2, Ko. 2) shn.ll be elltitkd t.o t,a." reduction for children. 
Such l'l'duct.ioll ll1ny, 11 pOll applicatioll, also be gmntc(l for children 110 

100 'f'{' l' minors (nrt. 32, p:Ll'. 2, N"o. 2) who are being trained for n. pro­
f('s~ i 11 or OCCU]):!,ti(lll at tb(' eX]WllSl' of the employeE' nnd WllO are 
under 25 YO:),}':::; of agc, c\·('·n when they do not belong to t.he hOllsehold 
of the (~. lllplo~·e(~. 'fax l'edlletion for'cltildren will o;lly he gr:mted for 
childn'll who nrc ulllimitcdlv lin.blc to tn.xat.ion. 

(:-)) For tl}(, fn,mily stn.1.lli (pn,r. 2), the conditions on the koy dn,y 
of tlw ('stn.blishment of tlle family status before t.he begillllillg of the 
(':d(~lHln.l' year slw.ll he cOll.sideI'l'd :md rcgistt'n~d Oil t110 titX cn,rd 
(Int. 42). Should tll(' lllllllhl'l' of tho llWmhel's of thc fa.mily iucrC'a.se, 
tl)(~ town or lllllnicip:d n.ut.llOriti(~s 81mB, upon 11ppli('ut.ioIl, llln,kc the 
sllpph~ml'ntn.l'.,r }'('gistn>,tioll Oll tlH' tax ('anI. Such 8upplcllHlllt. shD.!1 
oIl ly Iw ('ollsi<i(' r('d IIpOIl tbat pn.Yll1l'llt of ,ynges at which t.he supple­
n:<'l1t('(\ t.:~x ('ard is prcsent.ed. 

(4) Tl}(, Fed('T::,l ~ 'mistcr of Fin:tllcc will dckrminc tIll' nmoullt of 
t.h (I wage t.axps: 

1. rr the elllplo,Yec, do('s not 11:111<.1 P,IlY t.ax c:tI'd to thtl clllplo~Ter 
(art.. 4~ ) ; 

2. 11' t.1 lC ol1lplo~TC'(' is ttt. tll(' same t.ime PlIgng('d in emplo~T lll('nt in 
difl'(,I'C'.nt. l:l:t.CP~ ; 

;~. Tl' tho \yi f(' of t.])(' C'mplo,Y(\(', \yi thout heing IH:'rlll:t.JH'nt.ly ~('p:].rn.ted 
from hpJ' hu sband, holds pmploymmJt,; 

4. I r the pCI'iod of tillH' for whid, tlte wa:g(·s :tn' paid c:tunot be 
d et('l'llline<l . 

.:\ HT. 40. lhtcrln i lIat7'on of 1('(1(1(' ta.r in cOllllection n,ith other ]'eC(,1·ptS.-
1f the clllployC'c, in addition t.o the CUlTellt \ntges, rcceiycs from the 
s:tllH' employmc.n t ot.her rcceipts, csp('('i:tlly lump Slllll reccipts, such 
as diyidC'lHIs, bOlllIS(,S, ('tc., t.he ,,'age tn,x to bp l('yi pd from ~lIch addi­
tiomd I'('c('ipts sIl:l,l1 bc: 

1. For a single employce (art. 3fl, pnr. 2, ~ o. 1) 1 G percent; 
2. Fol' OthN employces: 
(a) ]f tlt('~' :11'(' grnnt{'.d 110 tnx redllction fol' children (nl'1.. 20, par. 

~, No.2), 10 1)(,I'Cellt; 
(b) 1f tltl'Y :11'(' grnnted t:JX J'C'duetion for ch ildrcn (:u t. :3D, pnI'. 2, 

No.2) : 
For 01H' child, 8 perecnt. 
For two childJ'(,Il , () pC'l'cC'nt. 
Fol' thrcc childrcn, 3 pcrcent. 
For mol'(' tlulll tltrp(' childrcn, 1 1H'I'CcnL 

AUT. 41. COl/sid(/'(ltiol/ (~f S J>('cial CirC'UlHsta IICC8. - (1) IT pOll :1 pplicn­
tiOll of tltC' pmployl..'(, the foIluwillg :tlllOllllts shnIl be cJeduc1('d from 
the W:lges foJ' thc cnlculntion of the wngp tnx: 
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1. If t,Il(' pl'Ol'essiolllll olltlays (nrC D) \vLirh :l1'!' Ill:Hk ill l'OIlI1N'tio ll 
witll tIl(' rrceipts from llollilld('p(,IH1rllt, work, nlld t.\l(' :3p('('inl 0,XIWlldi­
tUl'es withill tlt(' Ille:lllill ~ of :lrtirll's 10, p:ll':lgr:lph 1, No::;. 2 to 5, :l1ld 
pam.gl':lph 2, ill t.\a\il' total, ('xcr('d 40 /'('ici1s111llrks P('I' IllOlltll, t,he 
amOll11 t. thus rx('r('di Il~ -to rpi('ilslll:ll'ks; 

2. Sprci:il ('x)wlldit.llrns withill t\r(' 1lH':llling' of lll'ti('\p, 10, pal':lgraplt 
1, No. I; 

~~. II' sprri:d ('('OIlOllli c. ('OIl( Ii t iOlls ('ollsidcrn hi.\' dilllill ish t hI' t IIX­
paying' r:lJlllcit,v or th(' (,Illpl(l.vl'(~ (nrL. ;~;n, :Ill nlllOllllt. to 1)(\ <lC't.('I'­
mi1l0d by t hl' Fnd(,I':t1 Tax Olli('(' :I('('()rdill~ to it::; .illd~Il}(,Ilt. 

(3 ) TIlt' Fl"kl':tl 'l'nx OBi('!' \\ ill rlltN 011 till' t:lX e:ll'd til(' :lIllOUllt t.o 
he cOllsicir)'(,d 1'01' dl'<ill('tioll rJ'()1ll wngrs ill :I(,(,Ol'd:III('(' wit It pnrn~l':lpll 
1 (nl't. 42). 'L'IH' drdlldioll shall only hI' Illnd(' lIpOIl thnt. P:lyllll'llt or 
wagrs :It which the (,lllplny('1' has h(,(,11 PI'('s(,llt('d Hie tnx (':11'<1 wit.h 
slIch ellLry Illnd(\ OWJ'('OII. 

(:3) 'I'h~' l'lI)ployp(' sh:dl apply 1'01' :l I'('('t ilil':liioll of his tnx (,:lnl 
(art. 42), if Ill' disllliss('s :I f('IIl:lk dOllll'stic S('I'V:lIlt. I'llI' \\'ltom he 
l'eeeivr.s n t:IX (kdlldioll ill a('( 'ord:IIJ('(' ",ith p:ll'ngr:lpll I, l\o. 2, :Illd 
does lloi hil'e :1 III'\\' 011(' \\ ithill I lllOlltlt. Thr (,lllploY(,I' is li:lbl(' fo[, 
the W:lg'(' t:lX wlticlt hns 1I0t. 1)('(,1l 1('\'il'd ill COIlS<'qlll'IlC(' or till' t:IX (,:lrd 
llot lin villg' h(,(,11 i\'ctil:rd. 

AnT. 42. TaJ' card. Lkfol'(' tll\' I)('gillllill~ or tIl<' (':d('IHI:l1' ,)'(':11' 01' 
the takillg over or a Ill'\\' positioll tllP t'lllplo,Yre f'ltnll, ror thr fix:di()11 
of the wage t:IX(,S, :lppl,v rul' :I t:IX (':\1'<1 frOll1 hi::; lllllllieip:llity \vhidl 
tax card hn Ill11 St h:lIld 0\'01' t.o chI' ('Illplo.\'!'!'. ,\,11<' <"Illploy('r shnll 
k('('p t.his Lax c:ll'd dlll'ill ~ tlw 1)('l'iod or SN\' i(' (' oj' the (,llIploy('('. :llld 
slrall }'('tlll'll S:IIl)(' Lo til(' ('lllplo,Y('(' :11. till' (llld oj' tltl' C:liPlld:l1' y(,:l1' OJ' 

UpOII irJ'lllill:ltiOIl or the r.lllploym(,llt. '1'1t(' F('der:rl ~lillist('r of 
Fill:lll('(' Ill.IY ol'd('[' t.1t:1 t n dilJ'('J'('nt prO('(,dlll'e hI' follnw!.'(\. 

3. TAX ))f.jDUC''I'ION Fnol'll CAI'I'rAL YIELD (AT TilE ~()UH(,}~) (TAX ON CAPI'rAL 
Y)gLI)) 

AUT. 4:~, Capital ?l1~('/rls 81lbj(('t d('dlldiull (d IIIJ'. - ( I) Thl' followillg' 
don1<'stie ('apitn1 yi(,1ds will hr sllh,i<'et to ill<'OIlI(' I:l X throllgh drdllctioll 
(nt til<' SOIII'l'l') 1'J'()111 tile c:lpiLnl yirld(tax Oil (':lpit,:d yil'ld): 

1. Profit sll:ll'(\s (divi<1rllds), illt('l'l'st, ('xplnitntioll nlld (IUIl'1' I'<'V(\­

IHiCS from stocks :11111 shares, millillg s\tnl'l's, pm/it sharillg l'ort.ifi('ates, 
sltarl's in lilllit('d lillhility r()mp:Illi('s, in pro/it ('olllp:lIlies :lIld ('()opel'­
ative assol'i:lIiol1s and ('ulolli:t1 ('ompnlli('s or :lSSO('i:ILioIlS, fro II I sh:ll'cs 
ill tIll' ){l'i('ltshullk :llld ill millillg :lss(wintiolls bllvillg [.llr rig-ilLS of a 
juridic:" IH'I'SO Il, with the ('x('('plioll of dividl'IHls 1'1'0111 pl'cferl'lltilll 
sllfif('S of tlH' G(,I'I11:l1l F('(]rr:11 Ibilro:ld (~o.; 

2. \{('.\'('1l\lI'S fmlll parLnership ill n. IllISill('s::; l'llt(\I'Pl'isc as Si ]('llL 
parL1Il'l', 

(2) Capit:t1 yi(\lds liahlo t.o taxat,ion slmll also 1)(' rOllsi<lI\J'('d to 
inellldr l'r11l1Illrr:Li,ioll or pl'ivilPg<'s wllirh :1.1'(' granted in addition to 
or in lieu (If ('apitnl yil'lds llwnt iollrd in p:l.l'agmph 1. 

(~~) Capit.al yi('lds nI'<l t(l 1)(' (',ollsid(' l'l'd as dOl\wstic ('f1pit.:d yi(,lds, 
if Lhr d('htor }':I.f' hi s (i ts ) dOlllil'i1(', IIl:wag'(, lll l'llt., 01' s('rd ill (l('1'1 ll:t.lIy. 

AllT . .:14. Fi.wlio/l Oliff IHIl/melli of t/'(' IO,t Oil rrljJito/ !/i()/d. ( I ) The 
deht.oJ' slutll r('Laill fOl' Oil' rJ'('ditor t.ll(, tax 011 ('npit :d yi(lld ill tJl(' 
nll1()lIllt. (If 10 p('l'cr.nt of nil' al1l(lllllt of tlI(' (':I,pital yi(,ld. Ilr. h:'s to 
mak(' t.hn tonx d(,(!lIct,ioH \\ it.ltin t.1l:I,t p('ri(ld of tilll(, ill \\ Ilid l tlJ(' 
capitr,\ .\'il'lds ~',('('I'U(' to tIl(' ('n\~litol' :,,~)rl ~11:I1I ?'('Jrit t1w l'r taill('d tax 
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alllOtl11 t~ to Ow t:~x oflic(~ within I w('(~k. The t.ax (lod Ilction shall 
also 1)(' 111:1.1(' in casos \\'I\('n' the capital yiohlR Iwlong" t,() the creditor's 
r('\'('11I1(,S ill t.lw e:Lt ,(~gol"i(\s or incoll1o from agrieulture Hlld forostry, 
from husinnss rutrrpriS('R, I'rolll il1(lep(~l](I('nt \vork , or from letting 
and 1(':1~illg. 

(2) Tltx <ie<iuctio11 shall be Ill:tdo from tho fllll amollnts of the 
('apit,nl yidd ",inlOut :tlly d('dllctiOlI (01" tn.x-frrc OX('lllpt.ion ). 

(~3) Tl\(\ cJ"(\ditor, ill addition to tl}(' d('btor, shall only he liable for 
t1\(, t:'..x 011 c:t.pit:d yirld: 

1. 1 r tlH' d(\htol" has not made the deduction from tho enpital yi('ld 
according" to tIl<' I"ngtll:ttiollS; 

2. If tlw ('r<,dit.o/" kll ows tllat tllO d('htor has not J"Olllitted tho 
I"et:lil,<,d tax 011 c:tpital yi(\ld nceonling to the rnglll:t.tiollS and has 
not illlllwdint('ly illfol"ll}('d tJH' tax oflice accordingly. 

4. TAX DED UCTI ON FHOI\1 O'l'UEH REVENUES (AT 'fIlE SOURCE ) 

AUT. 45. The F('<i('rn l l\linistel' or F'innnec may d('termine to what 
extcnt the tllX lc"y is to be 11111de tllroug"h deductioll (at source) pro­
ccdllre ill C011lH'Ctioll with i!lCOIlH' otlH'r th:l11 from llonindependent 
work (lilt. :38) :111<1 from clIpitnl yield (nrt. 43) . 

. 5. ASS.l<~SS"n:NT 01<' lb~(,I<-;ll'TS LIABLE 'ro TAX DIGDU CTION (AT TIlE SOURCE) 

AnT. 40 . (I) 1 r t h(' incomo consists totnlly or pm'tinlly of receipts 
which hnvI' l)('rll sllhjPct to tnx deduction (at the source), the persoll 
lill hl(' to tllxn tion shall br nss('ssed lI}>on the incollH': 

I. I f the iIlCOIlH' excrrds 8,000 I"eiehsmnrks; 
2. If t.IH' I"<'('('ipts from whidl no tnx drtluctiol1 (nt the soul"ee) has 

1)('('1l Ilwti(' ('x('('('d :WO l"('ichsllllll'ks; 
;L 1 I' t,\\(. P('I"SOIl linhh\ to ttlxntioll is single :111<1 his incolIH' illcludes 

J'('l,(·ipt.s linhl(· to tnx on cnpitnl yield ill nil Hmollllt exc('rdillg" 1,000 
!"l'ic hSIll n rks. 

(2) If the li mit~ set ill pnr:lgrnph olle nre !lot ('x('('('d('d, 110 nssess­
IllPllt shnll tnk(' plncl'. The illcome tnx of those rrceipLs which nre 
Sllhjl'ct to t,:IX d('ductiol1 (nt. til(' soul"(,e) shnlllH' ('ol1sid('J"('d :1S clenl"ed 
oIl" 1'01" t,hl' dr:I\Y(')" of such rec('ipts, if his liability llll s 1)('('11 kl'lllillHLCd 
(:lI't. ;18, PHI". :~, :11"t.. 44, pur. ;3). 

(:3) III til(' :I SS('SSII\('l1t , n lump 5 11111 of :It 1(':I st 200 reiehsmurks shall 
or dl'd\lct('d for prokssiollnl outlays ill cOIllH'ctioll \"ith I"<'ceipts fl"om 
]lollilldep('I}(I('1l t ,,·ork . Article 10, pnl'ngl":1 ph ·1, slndl he n pplicd 
:1 ccord i Ilg"ly. 

G. FINAL PAYJ\1I<jNT 

... \.Wl' . -17. (1) Tn th(' ill(,OIlH' tnx <I('ht, tl1<' following sh all he cf('dit('d : 
1. 'I'll(' pn.' pllYllH'llts ll111d(' for til(' c:1I('lldnr yl':1I" ; 
2. 'I'I\(, H11101lllts r<'tnill ('d t lll"lHlgh t.ax d('tiuctiull (:1 t tlH' sOllrcc) 

illsnfn \" :1S t 1\(,-," rd('1" to ill('o1]I(' r('('rin'd during t 11<' C:il(,lld:11' YP:1I'. 

(~) If till' :I1ll0tlllt or thn ilH'onH' t:1X d('i>t is l:Jl'g('r thall tl\(· Lotnl 
of tl\(, 1llllOllll ts which :ll'(' to 1)(' ('l'('tiited t1lldn L p:1l"agmph 1, the 
difi'I'I'('I}('(' slndl \)(' p:lid withill 1 1I10lltil :1ft<'1' l"('l'(',ipL of tIll' tux notice 
(Iin:d pnYllH'llt ). Thnt p:1rt of till' fin:d p:lyllll'llt \\ hich ('OlTl'SPOllds 
to pl'l'pnYIIH'llt s whi ch hu n' rllIlel1 <111(' withill tl1<' ('n ll'II<I:ll' Y(' :Ir but 
wllil'h li n H' !lot lWl'lI paid ~ll:lll b(' p:li(l illlllH'dintdy. 



21 
(3) If tll C amoll llL of t.\1(' ill(',omo Lax debt is sJlw lJer Lhan th o LoLlil 

of tho nmollllts which aro to he crr.ditr.d ulldt'J' pnrn~l'Hph 1, Lll(' 
difl'errllcc shull be l'OIllI)(' ll sat,('d for thl'Ollgh ('('('liit OJ' refund aftel' 
receipt of tiw tax Ilo tie(~. ,\1ll01lIlts whirh IlI\.v(' hpPll rdnilled through 
tnx deductioll (at tll(' SOIl)"('(\) will Ilot bc rpston'd. 

VI. 'I'AX.\TIO N ,\CC0 1WING '1'0 CONSlT:\II'TION 

An'l' .4S. (1) 'I'lw persoll liabl('. 10 taxatioll Jlllly 1)('. taxrd a('cording 
to (his) COllSlllllpti()ll, if SlIch ('OIl~II J11pti()J\ r.xcenli('(l 10,OO() ]"(,idIS­
marks in the cHlelld:!r Y('llr :llId ('x('.('('ds t,hp illcome bv lit I(':l st 50 
perc(,lIt . The ttllWllll t 'of IO,()()O r<,iehsillarks sll:lll h(~ 'illc)'r:1s('d hy 
2,000 reiehsmnl'ks for Plwh child for which I he I)('rsoll lin ble to I aX:l­
tion is g-rnllted :I rndncLioll for cllildn'll ill ac('(»"(lan('(' willi articl(' ;{2, 
parng-rapb 2, No.2, 

(2) COllSlllllpLioll eOlllJll'ises nil (,xl)(~llditlln~s which the 1)('I"SOIl 
liable to taxatioll hn s to IIlnl((' for his hOllsphold, for his s tn Ildn)'(1 of 
livillg" alld tlllIt of tlte 1l]('1l1h<' rs of Ilis falllily. 

(~3) COIlSUlllptioll shli ll 1I0t (~ollipris(~: 
1. Speei:d expelldi tures (Ilrt. 10 , par. 1); 
2. Incolllc and I))·olwrty taxes; 
3. Expel\ditures for trollss('allS und eqllipmcnt, ill sofllr as tlH'Y 

have not ( ~xceeded t.he stnlldard ("ol'rc:3po ll<iillg" to tilC (~col1ollli c cir­
CUlllst:tl){'.('S of the p(~rSOIl lillhJe to I axatioll ; 

4. I~xpel\ditlln's for poli tical, sci(,llt ific, :1l"ti:::;tie purposes, or foJ' 
charity or Pllbli c utili ty; 

5, Expellditures C:lU :3('d by siekllCss, dcnths, or accidents, or hy 
physic:d OJ' llwllLnJ d(~feets 01' illfirmiti(ls; 

G. (~xpeJ1dittlJ'es resultillg' fronl Ilw birth of a child ; 
7. IBxtl'ltonlillury CX IWlldit lll'oS cltlls('d hy tile ll\:Iill(,ellll.llee or edll­

cat.ioll of a e1lild OJ" hy tile llwillicll:lllCO of a dnstitllte re!a,ti\,u; 
8. 1~~XpCllditlll'('.s from s()(~illl IHlrpos('s for (,lllploy('('S or fOrllH'r ('111-

ploye'es or for their },(,l:tl,i \'mi; 
D. That Plllt of the (,OIlSlllllpl iOIl which till' P<'l"SOIl ]i:l hie to tllX:l tioll 

has eovered : 
(a) FI"OIlI illcollle Oil which lie l\:ls paid tax ill 1I1l' la st tlll"l'l' yell!"s 

bllt which lie has 1I0t \l s (~d liP; 
(0) From receipts which :l('('ord ill g' to :lrti("\<' ~~ :Ir{' tlix-fJ"(,(,., or from 

receipts which a(~('ordillg" to :l.l'ti('lo :2:!, ~o. 1, k), sp nt{'ll(,(' 2, shalill c t 
he tn.l';C'1l into (·,(lllsili(w:ltioll rol' til(' lH'nmn li:d>l(' to L:lxntion . 

(4) TIH' ill(,OlIlf' lax bas('d (\11 ('OllSlllllpt ion shall 1)('. ollly oll('-h:llf of 
the tax pl"Ovi(kd for in t h(' ill<'O)}}('- t ax t:l hie. J r the II mOll II t of tax 
thus eulrllllltc<l is Slll:dlo)" tl1:1II tIl(' lllllOllJ1t of tax which wOllld be 
pay able 011 tile h:t::-;i s of tll( ' iIlCOlll(" L1l<'11 the illcollle , lllld 1I0t ('011-

smnptioll, sllllll 1)(' the' ba sis for Ill<' t:1X:ltioll. 

VII. TAXATION OF I'I.j ltSONS LIMITlmLY LIAB LE '1'0 TAXATrON 

An.T. 4D. Ifi co mP- limitnll!l liable to ta.ratiol/. DOJll e~ ti(' )"(wl'ipts 
within tllr. Illc:Jllillg" of 1I}(' lilllit.{'<1 linbil it y (pl"O\' isioll s) for illcom e 
taxation (nrt. 1, pnr. ~) llrr: 

1. }{oceipts from agri(,lll tu)"(' :111<1 forest ry rnL('.rpris('s Olwrnted in 
Germl\lly (:lrts. :)1 lll\d 14 ); 

2. l{('('oipts frOlIl a husin ess (,lIwrpl'is(\ (Ilrts. 1;) lIlId IG ) for which a 
place of business is mnintlli ncd ill (l('l"lll llllY or n. P(,l"lll:W{'nt representa-
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tive is engnged in GermnllY, and receipts from the sale of a share in a 
German capital enterprise (art. 17); 

3. Rcceipts from indcpendent work (art. 18) which has been or is 
being executed or utiliz;ed in Germany; 

4. Rcceipts from nonindcpendellt work (art. 10) which has been or is 
being executed or utiliz;ed ill Germany, and receipt . .; drawn from 
domestic (Germnn) public pny ofIices including the pay offices of the 
German Federal Railroad Co. nnd the Reichsbank resulting frOln 
existing or former selTices; 

5. Receipts from cn pital property within the menning of article 20, 
paragraph 1, Nos. 1 and 2, if the debtor has his domicile, lllanage­
llH'nt, or mnin office in Gerlllany and receipts within the meaning of 
article 20, pnrngrnph 1, X os. :3 and 4, if the cnvital property directly 
or indirectly is secured b~T domestic (Gennan) Teal estate, domestic 
(GC'nnall) titles subjcct to the provisions of the civil laws regarding 
real estatc, or by ships registered ill a domestic (Germun) ship register. 
Dividends from preferclltinl shares of the Germnn Hnilrond Co. and 
iutcrest from lonns nnd claims registered in n public debt-book or for 
which £rnctionnl bonds or debentures Imve been issued are exempt; 

G. Receipts from letting or lensing (urt. 21) if the immovable prop­
erty, movable property or titles nre situuted in Germany or registered 
in a Germnn puhlic book 01' register or nre utilized in a plnce of business 
in Germnn,Y; 

7. Other rcceipts within the meuning of article 22, No.1, insofar as 
they nre suhject to tux deductiun (at source) (art. 45); 

8. Other rcceipts wit.hin the men.ning of article 22, .:\0. 2, insofar as 
they concern specula tivt' trnnsactions with domestic (German) titles 
which nre subject to the provisions of civil laws regarding renl estate. 

AUT .• :50. Sptcial Nyulations fol' persons: li mitedly liable tv ta.rativn.­
(I) Persons limitedly linble to taxatioll are only nllowed to deduct 
professionnl outlays (urt. 9) insofnr ns these stund in economic con­
junctioll with (lomestic (GermHn) iJlC'ol1lC'. The provisions of nrticle 10 
(special expellditures), :1rtiele 33 (~pecinl economic conditions), and 
urticle 34 (tnx I'ntes fol' extrnordinHry rcceipts) nre not applicable. 

C~) III cOIlllcdioll wirh l'ecpipts subject to tax deduction ('1t source), 
und receipts within the mNllling of nrtic1e 20, pnrngruph 1 , Nos. 3 
and 4, no compensation with receipts from other categories of income 
shall b(, permitted for persons lililitecll.v liable to taxation. 

(:3) The incollH' tnx for persons lilllitedly liable to taxntion, insofar 
ns tIH'~T nr(l nssessed, slwll he cnlcuhlted OIl the hasis of the tax for 
mHrrit:'d persons withou t childrpn. 

(4) The income tnx for reccipts which U!'C subject to tax deduction 
from wnges or rnpitnl :vield (at source thereof) shall be considered us 
nlrendy settled through the tnx deductioll for persons limitedly liable 
to tax:ltiol1 . The nmoll1l 1 of 1,11(' wngc tax will he determined by the 
Fe(h'rnl ~lin i:-;t(,1' of Finance. 

(5) The Tax Oflic<:' muy. for persons limitedly liable to taxation, 
abate the income tax tutally or pnrtinlly or fix n lump sum (tax) if 
suitnhle fo!' renSOllS of nationul economy or if a specific cnIculation 
of the illcolllc proves csp('cinlly difIieult. 

(ll) The Tnx Office lllUY levy the income tax 0 11 receipts limitedly 
liable to taxation by mC"1l1s of ~l tftX deduction (at the source), insofnr 
as they nre not nlrendy subject to tnx deduction according to ftrticles 38 
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to 45, if tllis seems ndyisable for the security of the tax clnim. The 
Tax Office \vill, in this connection, det<'1'mine the nmotlllt of t.he t.ax 
deduction. 

VIII. TRAN8ITION AL AND FINAL PHOVISIONS 

ART. 5l. (1) The In", shall be applied for the first time to assess­
ments for the calrndnr yenr 1934. For assessments for tIle calendar 
yenTs 1934 and 1935 the follo,,~ing Sl1 bstitu tions shn11 be made in 
article 13, parngraph 3: The fIl11011nt of 8,000 reirhsmnrks shall he 
replaced by 12~000 reirhsmarks; tlH' nmolwt of 3,000 r('ichsma rks 
slwll be replaced by 6,000 reirhsmarks. 

(2) The regulations regarding the wage tax shall he nppliod to those 
wages which are pnid for services rendered after Decemher 31, 1934. 

(3) The regllintions l'egnnling the tnx declllction from capitnl y ield 
and other inrome slwll be applied t.o rereipts which ncrrll(' to th e 
person linble to tfLxnt.ion nftcr Dec(,Illhe r 31,1034. 

~\..RT .. 52. (l) The provisions regarding the mnrri,lge suhsidy (tns) 
levied from employef's rereiving wnges or sn lnry (~(' r. Y of tlw Law 
for the Alleviation of enemplo~'nH'nt, of .Jllne 1, 1033, Rc-irhsgesetz­
blfitt I , p. 323) shnll not he nrplied in ronnertion with wnges received 
after December 31, 1934. 

(2) The mnrring(' sllhsidy (tnx) leYled from assessed persons (sec. y­
of the La,,- for the A11evia tiOll of PllPmployment, of .Tune 1, 1933, 
Reichsgesetzhlutt I, p. 323) shnll not he levied on tho~e receipts " 'hich 
form the bnsis for the assessmen t for t he' culenclnl' venr 1934 or n later 
calendar venr. . 

(3) The morringp snbsidy (tnx) nlrendy paid for the calendar yenr 
1934 shall be cre(li ted to the income tax debt fixed for the cnlendnr 
year 1934. 

ART. 53. (1 ) For t.hose perSOllS lin hIe to taxfl tio n for whom , 011 the 
basis of the Lnw Regarding Income Taxation for 1933, of D ecember 
21,1933 (Reichsgesetzblntt'- 1934, pt. I, p. 1), the income tnx hns been 
bnsed on a tnx period deyinting from the rnlcncln r yrnr 19:33, the in­
come t ax debt shnll he incrrnsed for the cnlen<lnr yenr 19;H hv one­
twe,lfth for ench month elapsed from the end of the tax period' 1932-
33 un til D ecem her 3], 1933. 

(2) Th e following shnll he creditNl ng:ainst the tax ueht increased 
under parngrn ph ] : . . 

1. Prepayments on ineome tnx and marrwge snbslCly (tnx) of the 
assessed persons, lllnde for t he period hetv,reen the end of the tnx 
period 1932- 33 nnd the end of the cnleIldn r yenr 1934; 

2. Amollnts retnined throu~h tnx deduction (nt source), insofnr as 
they pertnill to receipts drnw~l cIllring the period between the end of 
the tax period 1932- 33 and the end of the cnlenclal' yenr 1934. 

ADOLF HITLER, 
The Lpader and Chancellor. 

GRAF SCHWERIN VON KROSIGK , 
The Federal l11inister oj Finance. 

BERLIN 1 October 16, 1934. 
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2. ACT OF FEBRUARY 1, 1938, AMENDING THE INQOME TAX LAw 

(Tr!l.l1:"lation :"Ollrce: Reichsg('..;ctzblatt, part I, Xo. 9, Febrllary 4, 1938.) 

The gOYE'l'llment of the Reich llns passed the following law, which is 
hereby promulgated: 

SECTION I 

The Income Tnx Lnw of Octoher IG, 1934 (Reichsgesetzblatt, Part 
1, p. 1005), is amended ns follows: 

1. In Article 4 
(n) the followin g selltenG.t's arc inserted as paragraph 2: 

(2) The taxpayer may altN the statemen t of hi:;; re::;ollrces and liabilities (balance 
sIH'ct) ("-en after ib pre,";l'lltation at the tax office if it shouln not corrl','"'pond to the 
prin('iple:-; of proper bookkeeping ill accordallce with the proviRions of this law. 
Otlwn,-isE' an." alteratioll of the :"tn. telllent of n'..;omces and liabilities (balance 
slwet) is permissihlE' only with the approval of the tax office or, in any legal pro­
cedure, only "'itll til(' approval of tlw re:-:pecti,'e legal authority; 

(b) pnragraphs:? and 3 become paragraphs 3 nnd4. 
2. Article 5 is amended to read ns follows: 

A RTICLE 5 

PROFIT IX CONNECTION WITH ACCREDITED ?lIERCH .\NTS 

For busiIless men whose firms are entered ill the Commercial Register sHch 
working assets nre to he cOI!siclered at the end of the} ear of operati.)!l (Art.. 'l, 
p.1r. 1, sent. 1) as are illdicated in accordance with the principles of proper book­
keeping. The pro\'ision:, relating to withdra"'als from alln addition:;; to working 
assct:-; (Art. !, pm'. 1) , t he permissilliIi1.y of altering the balallce sheet (t~rt. 4, par. 
2), Olwrating expense:" (Art. 4., pal'. 4), and valuation (Art. 6) shall be adhered to. 

3. In Article 10, par. 1 
(:1) cipher 3 is nmended to rend as follo\vs: 
3. Taxes le,'ied hy s(,lIli-goverIlmental religiolls comllJunities (chllfch taxes). 

The c\(~dllCt.ioll lI1a,- Hot exceed two percent of the total income (after writing 
off lossl's) : . 

(11) the following cipher G is inserted: 
(j. for bookkeepillg farm('J"s and foresters ancl for business men who keep books 

in accornancp \,"itll the lH"oyisions of the Commercial Code, the losses arising 
from agricultllI"C' or forestry or th(' conduct of the business in the h,'o preceding 
YC'3rs flf operation, insofar as these htn-e nut been \\Titten off or dedllcted in the 
ass('sslllE'llt for the prececiillg caleJldar years. The alllollllt of the loss is to be 
ascNtai!led in accordance ,,,it,h the pro"isions of Arts. 4 to 7. 

4. Article 32 is t1111(,lHled to }'(>au as follows: 

ARTICLE 32 

IN(,O~IE TAX SCALF. 

The iucume tax tn be assessed shall be calcllbted in accordance with the table 
appended hereto as Appendix 1 (income tax scale). This shall be ill accordance 
,yith the following provisions: 

1. Singk )w)"S:1ns for this purpose are persons who were not malTied at the 
hC'giJllling of th(' ('ale'lldar year or for a period of at least fOllr months during the 
calen<inr year. Exc~ptions arc: 

(a) Persons ,,"ho are enti tled to reductions for children; 
(h) )'Icn who completed their 65th year at least fom months hefore the end of 

thfl calendar year, and widowed allel divorced llIell from whose marriage a child 
which is not a Jew has r(,sulted or who have completed their 50th year at least 
four months before the ('ud of the calendar year; 

(c) "Tomen who at l('ast four mouths before the end of the calendar year have 
bOrIll' a child which is not a Jew or have completed their 50th year; 
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(d) Orphans "'ho Ilflye not yet com pleted their 25th year and are being trained 

for a vocation . These conclitiOllS must baye exbted simultaneously for at least 
fou r months in the calendar year. 

2. The taxpayer is eutitled to reduction for children who, during his liability 
to taxation, 'yere minors for at least four months in the calendar year and belonged 
to his househuld during this time. A reduction for children will be granted on 
application for children, no longer minors, who haye been trained for a vocation 
at the expellse of the taxpayer for at least four months in the calendar year and 
during this time ha\'e not completed their 25th year. Children in the meaning 
of this prodsiull shall be considered to il1clude, besides offspring, also stepchildren, 
adopted children, aile! foster-children and thejr offspring. The tax reduction for 
adoptive childrell and foster-children lIlay not exceed 720 reichsmarks for each 
child in the case cf taxpayers who ,yolIld otherwise be considered as single. 

3. For children who are Jews DO reduction for children shall be granted. 

5. Article 33 is amended to read as follows: 

ARTICLE 33 

EXTRAORDINARY ENCUMB RANCES 

In making the assesslllent, extraordinary encumbrances which have unavoidably 
arisell for the taxpayer and which materially impair his taxpaying capacity will, 
upon application , be taken into con:,;ideration by a reduction of the income tax. 

6. In Art. 34. par. 1 is amended to read as follows: 
(1) If the income exceeds 6000 reichsmarb and contains extraordinary receipts, 

the income tax Oil the extraordinan' receipts shall, upon application, be fixed at 
from 10 to 25 percent of such reeeipb. The income t.ax scale shall be applied to 
the otller receipts. 

7. In Art. 36, par. 1 is amended to read as follows: 
(1) If tax liabilit~· arises only in the eumse of a calendar year, the advance pa~·­

ments which are to be macle up to the receipt of the first tax notice shall be fixed 
according to the amount of tax which wouIrl presumably result at the first assess­
ment. in accordance with Art. 2.5 ann allowing for tax ,yhich has been deducted 
from wages or salary. 

8. Art. 37 is amended to rend as follows: 

ARTICLE 37 

INCREASE AND REDUCTION OF ADVANCE PAY MENTS 

(1) The advance paymcnts ma~' be illcreased if the income tax as reduced by 
the tax which has been dedllcted from wages or salary will presumably be more 
than one fifth, but at least 300 reic.hslllarks, greater than the income tax which was 
last determined, as redlleed b~' the tax deducted from wages or salary. 

(2) The aeh'ance payments may he redllced if the taxpayer makes it appear 
probable that the income tax, as redlIced by the tax deduc.ted from ,yages or 
salary, will be more than Olle fifth, bllt at least 100 reichsmarks, lower than the 
income tax which was last determinecl. as reduced by the tax deducted from 
wages or salary. 

9. In Art. 39, pnI'. 2 and par. 3. sent. 1 are amended to read as follows: 
(2) For the application of the ,,"age tax scale the following shall apply: 
1. Single persons are employees who are Hot married. Exceptions are: 
(a ) Persons enti tled tu reductiou for ehiIdren; 
(b) ~Ien who have completed their (i.5th year, and widowed or divorced men 

frol11 whose marriage a child \yhich is not a Jcw has resulted or \vho have completed 
their 50th year; ~ . 

(c) \Yomen ,yho have IJorne a child which is not a Jew or have completed theIr 
50th vear; 

(d)' Orpil:1I1s who have not yet completed their 25th year and are being trained 
for a vocation. 

2. An employee is entitled to a rcduction for children for s1lch minor child.ren 
as belong to his housebolel. A reductiun fur children will be granted on applIca­
tion for children, no longer minors, who are being trained for a vocation at the 
expeuse of the employee and have not completed their 25th year. Childrell in 
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Brll('kets 

---1'--- --- ---.---1-_- ___ I 

.l\f('Tl>tllllll-
IO,2W I n,350 :-., . .,no I S,3iO --= 42'[,(MI to ·1:l,500 _ 4:l, noo I Ii, f,·I~ 

4:l,[,OO 10 ·].1,500 .J4. 000 1:-', :I~~ 
4·1':>(:0 to ·If',500 ____ 45, tM10 1~, IllS 
45,5()(j 10 ·lli,500_ _ _ _ _ _ Iii, (lOU I\), :l2s 
41i,WO to ·17';,00 ·li,OOU IIJ, ~XS 
4i ,[,110 {o ·IS,WO ·1!'i,OOIl 20, ·lls 
4.'I,[~IO 10 HI,WO__ ·I!I,OOU 21,Oll'l 
·1\I,flOO to !iO,!iOll W,OOIl 21,51iS 
[,O,WO {() 51.[,110 51, (lOU 2~, 20.'" 
[lI,500to[.'2,WO ---- I ii2,Oll0 2~,X IS 
[,2,WO 10 [,:l,WIl __ _ 5:3,000 23,4SS 

~:i:~:~:::: R}':~~::L ______ ~i,::~:g ~H~~ 
[.5,flOO to [,Ii,r.oO I iiG,OOO 25, ·IOS 
f,Ii,[.OO to f,i ,flOO _ fli,OOO 2(i, (lIS 
[,i,501l to [.~ ,5110 __ [,S, OliO 21i, (is!'i 
[''',IiOO t.o [M,WO 59,000 2i, :12S 
[,\I,WIl t 11 liO,;.oO _ no, 0(1(1 2i, \lIiS 
liO,WO to lil, f.I\O I til,OOO 2S, (iOS 
1\ 1/,00 I () 02,;,00 02, 000 2\1, 24~ 

~~:r,~~~ t: :;u:::: ~ - :;~: g~:g ~i:: ~~~ 
o·l.mo 10 {i[. / ,Oll _ !if" noo :ll, Ili~ 
liii,!iUO 10 liO,[>tlO tili, 000 :{I,SO" 
(;li,;.oO {o lii '[.OO 1\7,0011 :l2, ·14~ 
{ii,flOlI (o lis,500 _ ti8, non 3:1,08S 
ti~,flOI\ 10 W,:,OO _ ti\l,Onn :13, 72.--
w,;.(W) 10 iO,wn _ ill. WO :l·I, :l(iS 
iO,[lI10 \.0 i U.IM) _ _ iI, 000 :{fi, OO~ 
i I,wn to n,wo 72,000 3I\,li·l!'i 
i2,[,OO t·o n,:,oo __ n, (l0() an, 2~S 
n,wo to i ·I/,on _ 7~. 000 31i, \12s 
74,f,(KI I (l i5,flOO _ i5,OOO :n, [,on 
i5,!iW to 71i,5110 _ _ _ 7(i,000 ;{S, 000 
i(i,WO 10 i7,WO _ ___ ii, 000 :l!'i,500 
ii,['oO l<' is/,OO_______ is,OOO 3\1,000 
7:-',;,00 t II i\lJ,OO _ _ _ _ _ 7\1,000 :{\l, 5(l0 
i\I,500 to SO, !\OIl __ . _ _ _ _ _ ~O, 000 40,oon 
SO,!iOO to 81.[,00__ _ _____ SI,OO(l -to, 500 
~I,500 10 82, .'inO _______ . S2,O()(l 11,000 
8:!,f,OO to ~:l,501l ________ s3,OOO 11,500 
S3,!iOO to ~-I, 500 ---- ____ 8{,OOO ·12,000 
8·1,50() 10 S.'.,[,OO __ ____ Xri,O(\O l:.l, SOil 
:-'.'\,.'iO() I f} ~li, iillll _ _ _ _ _ _ _ SIi.OOIl I ·1:1,000 
~Ii,liOIl If} Si,WO ________ S7,1100 -1:1, fl(\\) 
Si,Wlllo .'\'i, WO _____ ~S,OOO '1l,tHlll 
~.".r,OO to S!l, liOO __ ___ SI), noo .].1, [jOO 
s!i,WO I () UII, [,110_ _ _ _ _ \10, OliO -t5,OOO 
\IO,[.OOlo\lI, !iOO _______ !)I,O()O ·l fi,5110 
\11,[.110 to \12,flI)O _______ 1 !)2,OOO ·lli,OOO 
(1:.!,iiOO I () \1:1,500 - _ _ _ _ _ \la, O{l(l ·1 Ii, !i(l0 
\1:1,[,(11/ 10 \).\,['00_ ______ \H,O~I() -li,OnO 
\1-1,[,0010 \1;,, [.00 ______ !IIi,OIlO 4i, iiOO 
\15,[100 to \lIi.fiOIl_ _ _ _ _ _ \lIi.OOO ·IS, lion 
\lIi,[,{)Olo\liJ.O() ______ D',O()O 4S,500 
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1I , 3S0 
11,730 
12,OSO 
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I~: t:lO 
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1:1, SSu 
1·I,2s11 
14,liSO 
Ifi,OS{) 
15,1 .... t} 
15, sst} 
](i,2S0 
lti,liSO 
17,OsO 
Ii, ·ISO 
17, :-'!'iO 
I~, 2!'i0 1 

IS,liSO I 
]\),0:-'0 
1\), ISO 
IH, SSO 
20,2S0 
20,\iSn 
21,OSII 
21, ISO 
21,SSO 
2" '>!'i0 
2~: GSO 
2:3,OSO 
2:1, ·lsO 
"'1 sso 
2'1: 2S0 
2·1, tiSO 
2.i,O!'i0 
21i, ·ISO 
25, SSO 
21\,2Sn 
2ti,IiSO 
27,OSO 
27, ·ISO 
2i,~~O 
2S,2S11 
2."',Ii'iO 
2\1, O~(l 
'''1·'''0 
2;1' !'i!'iO 
:li):2S0 
30, (iSO 
31. 0"11 
31, -I'iO 
:11. SSP 
3" "'ill 
:12: liso 
:l:l,OXtI 
:l:l, ISO 
3·1, I~O 
:11, s;o;O 
:~!l, fisO 
:lIi,2S0 
3n, \ISO 
37, iit'O 

10, (i~O 
lI,o:Jo 
II,NI 
11.7:10 
12,tNI 
12, -t:10 
12, iSO 
1:1,1:10 
1:1,4S11 
13, SSP 
1·1 2s0 
II:tiSfl 
15, O~I\ 
lii,l!'iO 
I;" SSO 
IIi, 2"0 
Hi, (iSO 
li,O"1I 
17, ·ISO 
Ii, ~xn 
IS,2!'iO 
IS,liSO 
1\1,0"0 
ItI, ISO 
In, 8~t1 
20,280 
2t1,liSO 
21. /l.'i0 
21, 4~O 
"I !'iSO 
~')' :)SO 
22: ~~o 
2:l,ost) 
2:1,·ISO 
,).\ S!'iO 
~'I' :'so 
21: GSO 
2:;,OSO 
2fl, ·1"0 
2!i,S'iO 
21i, ~'IO 
21i,1i!'iO 
2i, O~II 
'>- ·1"0 
;;!, "'ill 
2~: ~~O 
2~,li"'0 
2\1,O~O 
2!I, ·ISO 
'''I S!'iO 
1()' ~SO 
;10: ;;~O 
:11,080 
:ll,·tSO 
ai, sso 
:12,2!'i{) 
:l:,?, liSO 
:t1,O!'i0 
:3:1, iSO 
3 1, ·1:-'0 
:lfi, ISO 
:1.'i,S'IO 
ali,5s0 
:n,2s0 

10, lito n, jot) 11,210 s. no 4\10 
10, lIliO W,050 !i,5(;O \1,070 4\)(1 
11,310 H), ·1U0 H,IJIO lI, ·1'20 4\10 
II, oliO 10, i50 10, '21iO \I, nil 4\10 
1'2,010 11,1110 10,61010,120 -!!IO 
12, :llill 11,150 10, \)liO 10,170 .J!/I) 
1:.1,710 1 I, .'i00 11,310 10, S20 4\lO 
la,ono 12,150 II,fitiO II, liD 4!l0 
1:1,110 12,flllO 12,010 11.520 4\10 
1:1,S()O 12,SfiO 12,:1tiO 11,~iO 4110 
].1,200 1:1,200 12,710 12,220 4\JO 
].I, mo la, flriO 1:1, OliO 1'2, .'\70 ·\!IO 
1[',000 13,\JiiO 1:3,·110 12,\1'20 4~10 
15, ·100 [.1,300 1:1, SOO I:1,2iO 4\10 
15, SOO H,7l10 H,200 13, (HO fllO 
16,200 Ifl, I!iO ].1,liOO 11,010 5tiO 
W,IiIIO 15, filiO 15,00n 1-1, ·I·tn MiO 
Ii, 000 1 15' \100 15,100 1-1, stO fl(i(l 
Ii, ·100 1!i,31iO 15, SOO 15,21tl 560 
li,:-'OO Iii, iliO 10, '200 15, (i·to [,tiO 
I~, 200 17,lliO ltl,lil)(j IIi,O·1O 5!i0 
]S,liOO Ii, [,liO Ii, 000 ltl,·I·\() 5!\O 
1\1,000 17,\lIiO 17,·100 16,S·10 5G0 
1\), ·100 I~, :lliO ii, ~OO Ii, 2·\t) 5(iO 
HI, SOil IS, iliO IS, 200 1 i, (j-lO 5!if) 
20, '200 1\1, 11iO IS, tiOo I~, 0·10 5{iO 
20, liOIl I\l, [,IiO 1\1, 000 IS, 440 [,(iO 
21,000 1\), \)liO 1\1,100 IS, S IO 5!i0 
21,100 20,300 HI, ~OO IH,240 500 
21, HOO 20, 7(i(l 20, 200 It), ti40 [.liO 
2:l, 200 21,)(i0 :.l0, liOO 20, 0·\0 flfiO 
n (i{MI 21. [.Ii() 21,000 20, ·1·10 51\0 
:.l:l, 001) 21, \lli() 21, 100 :!O, S·\O [ili() 
2:l, -100 22, :lliO 21, SOO 21,2-10 [,(iO 
2:l, ~OO 2:.!, i(iO 22, :l00 21, li-lO 5ti0 
2·1. '200 2:1, HiO 2'2, tiOO n, 0·10 5liO 
21. {i00 2:l, filiO 23,000 2'2, ·1-10 5tiO 
25,Oll0 2:1, !lfiO 23, -too 22, H·IO 5(iO 
2[" 1Il0 2·1, ano 2:1, Son 23,240 5tiO 
2:., SilO 2·1, iGO 1 2.1. 200 :.l:l, Ii 10 560 
21i.200 25, ItiO 2·1, (iOO 2·1,010 5{iO 
21\,IiOO 2.1, [,IiO '25,000 2·1, HO fl\iO 
27,OOU I 2fl. !lIiO 1 2ii. ·100 :.l.1. RIO 5tiO 
27,{flll 21i, :lliO 2;', ."00 25,2·10 [KIll 
27, SOO I 21\, 7!i0 :.!{\, '2011 25, (i-IO [.liO 
2b, '200 '2i, lliO 21i,Iill0 2li, tHO [,!ill 
2!'i,1'00 27, MO 2i,OOO 21i, ·W) 5ti(l 
2\1, tll)1I :.li, DliO 2i, -too 2tl, S·II) MO 
2!I, ·100 2.\ :i1i0 2i, SOO 27,2·\(l 5ti0 
2\1, ~\l0 2!'i, itiO 2S,20(l 27,IHO [,IiO 
:30, 200 2B, 160 2S, !i00 2~, 0·10 5tiO 
~W, 000 2B, ,~Iill 2!I,OOO 28, ·140 [,{iO 
:ll,oon 2B, \llill 2!I, ·]{)O 2X,8·\I) 5liO 
:l I, ·100 :10, :lli(l 2\1. ~OO 2\1,2·10 [.!i0 
:lI, SOO :lO,7fiO 30,200 2!1,li·IO ii(iO 
a:.!,200 :31,](\0 :lO, (iOO 30,0·10 b{iO 
:l2,liOO 31,1i61l :31,000 :lO,4·\() MiO 
:n, :11l0 32,21iO :1 I, 700 31, 1·11) ,~(iO 
;j·I, 000 32,\lno :l2, 100 :ll,~.jO fiti(1 
:ll, 700 :l:l, (HiO 33, 100 :l2, fl HI !il\() 
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101l . .'iOO t.o 107,.500 ______ 107, 000 .5~. fiOO 
10i,[,OO to 1O.'l,1i00 ______ lOs,OOO [d,noo 
IOS,IiOO to IDn,.500 ______ 10\),000 5·1, :,00 
1O!),IiOO to 110,[,00 _ _ lin, 000 5.~, (JOO 
110,,500 to III ,IiOI).. ____ Ill, OOU .~.'\, :,(1) 
111,!iOOto 112,1i00 ______ 112,000 5fi,(jOIl 
112,1i00to 11:3,.500 ____ Ila,OOO liCi,r.oO 
113,5()(' to 111,f>()O ______ 1].1, 000 57,000 
IJ.I,.'iOOto IIS,SOO ______ 11.5,000 .57,501) 
115,fiOO to Ilri,.SOO ______ Ilfl; 000 5~, I)I)[) 
1 Hl,SOO 10 1I7,.'iI~L ____ 117,000 .5K':)I)O 
lli,,'iOO to lIR,SOO _____ 118, noo 50,000 
II x,mo to 11 D,IiOO _____ II n, 000 .'iI),500 
11 9,,'i(1) to 120,f>OIL ____ 120,000 GO, 000 
120,[,001.0 12I,.'iOO . _____ 121,000 60, f)OO 
121,51)0 to 12:!.500 ___ 122,000 Ill, f)OO 
122,5(10 to 12:J,.'i00 _____ 12:1,000 ol,WO 
12a,['oO to 12·1,50IL ____ l:!·I, 1)0(1 I li2,OOO 
1 '24,1i00 to 12.5,500 ____ 12.5,000 ,,2, liOO 
12S,lil,O 10 l:!ii,!iOO ______ I:W.OOO n:l, 000 
121l,.'i00 1.1) 1'l7,WO. ____ . 127,000 Ii:l, .c,OO 
127,:i00 to 12K,liO!) __ _ _ 12R, OW Ii I, oon 
12S,f.OO to IZU,SOO____ I'2H, 000 , 111,;,00 
12~J,f>OO to I:JO,SOO --- • 1:10,000 I ":;,OOIl 
I:JO,,'iOO 1 I) l:Jl ,SOI) .. ____ 131,000 Ii;', .500 
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from till) 
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!) 

10 

For ltiglwl' ineollH's the a\'('J'agc tlllJOllllt (ill tholl:"allc\.'" 
be cOlllpllted as in the ~OJ'l'csp(Jlldillg (~()11IIlJIl:" I alJd 2, 

of rci('h~llIal'k,;) i~ to 

Examples: 
Illeollle 
IllcOIlle 
IIlC0I1W 
iIlC()llI(, 

H 1\1, 1 :~;j, 700 
H~I, J:~(j,:~OO 
H 1\1. I :~(j,;"iOO 
H 1\ I. 13(),5:jO 

Avcrnge :UllOllut H:\I, J3ti,OOO, 
;\\'01':112.(' alllollllt H:\I. J:~l;,()()(). 
1\ v('I'ag(' :1I1Jllllllt It :\1. J ;)1;,000. 
A\'(,l'n g<' BIllollllt H:\I. l:n,OOO, 

For taxpaycrs COllHidcl'{'ci aR sillgl(' th(~ illcollle tax rat(~ is .sO pel'CI'llt; for all 
oth('l' taxpaYCI'H tho mil' is 10 Pl'I'I'(,Jlt of til(' tl,\'Cl'agl' [lIIlOIJII1. 
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3. CORPORATION TAX LAW 

The Federal Government has enacted the follow:ing law which is 
hereby promulgated. 

SECTION 1. LIABILITY TO TAXATION 

ARTICLE 1. Unlimited liability to taxation.-(l) The following cor­
porations, associations of persons, and incorporated estates (Ver­
moegensmassen), which have their management or their seat in 
Germany, are unlimitedly liable to the corporation tax: 

1. Capitnl enterprises (s tock eompanies, special limited liability 
stock companies, limited liability companies, colonial cOlllpanies, 
mining enterprises); 

2. Profit societies and cooperative associations; 
3. ~lutual insurance associations; 
4. Other juridical persons in civil law ; 
5. Societies not registered as juridicial persons, institutions, endow­

ments, and other property deeded for a partieular purpose; 
6. Commercial enterprises belonging to corporations in public law. 
(2) The unlimited liability to the corporation tax extends to all 

Income. 
ART. 2. Lim1'ted liability to the tax.-The following are limitedly 

1iable to the corporation tax: 
1. Corporations, associations of persons, and incorporated estates 

(Vermoegensmassen) which have neither their management nor their 
.seat in Germany, on their income in Germany; 

2. Corporations, associations of persons, and incorporated estates, 
which are not unlimitedly liable to taxation, on their income in 
Germany from which a tax deduction (at the source) is made. 

ART. 3. Delimitation of the personal liability to taxation.-Societies 
not registered as juridical persons, institutions, endowments, and other 
property deeded for a particular purpose are liable to the corporation 
tax when their income is not directly subject to taxation through an 
other entity (or person) liable to taxation under either this law or the 
Income Tax Law. 

ART. 4. Personal exemptions.-(1) The following are exempted from 
the corpora tion tnx: 

1. The Federal Postal System, the German Federal Railroad Com­
pany, the "Federal Super-Highways," the Federal Monopolies, and i 

the Sta te lotteries; 
2. The Reichsbank, the German Rentenbank, the German Renten­

bank-Kreditanstalt; 
3. State banks, insofar as they perform functions in the nature of 

state political economy; 
4. Public savings banks or sayings banks under state superyision, 

insofar as they serve regular sa viugs purposes; 
5. Forestry associn tions, certain kinds of agricultural associations 

connected with forestry, and similar communities holding rights on 
common land. If they maiutain an enterprise which exceeds the scope 
of a subsidiary enterprise, or if they have leased such an enterprise, 
they are to that extent liable to taxation; 

6. Corporations, associations of persons, and in corpora ted estates 
(Vermoegensmassen) which under their statutes or bylaws, endow­
Inent or other (form of) constitution (or articles of incorporation) 
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and in their actual operation , serve religious, public utility or chnri­
table purposes exclilsi v('ly and directly. If they mailltaill an economic 
enterprise which exceeds the scope of the administration of an estate, 
they arc to that extent liuhle to taxation; 

7. Funds for the paymell t of pensiolls, allowances to widows and 
orphans, death and sicklless b('ndits, nncl relief, having the character 
of juridical persons, and other relief funds for destitution or unem­
ployment having the charncter of juridical persons, according to more 
.detailed regulations iSSllPd by the Federal Minister of Finance. 

(2) The exemptiolls llndrr pnrngrn ph 1 are not applicuble insofar 
as the domestic income is subject to tnx deduction (art. 2, No.2). 

(3) The exemptions lllld('r paragraph 1, Nos. 3 to 7, nrc not nppli­
.cable to persons limitrdly liable to taxation (art. 2, No. 1). 

SECTION II. INCOME 

1. GENERAL 

ART. 5. (1) The corporation tax ~hn.ll be calculated upon the income 
tlHlt the entity liable to taxation hns received during a calendnr yenr. 

(2) In the case of entities liahle to taxa tion which are obliged to 
keep books according to the provisiolls of the COllllllercial Code and 
which do actually keep s llch book~ regularly, if the business year for 
which the books arc regldarly closed clevia tes from the calendar year, 
the profit from the enterprise shall be considered as having been made 
in the calendar year in which the business year ends. This holds 
accordingly for entities liable to taxation which are engaged in agri­
cultural and forestry enterprises and which keep hooks. 

ART. 6. 'Vhnt constitutes in come ,U1J how the income is to be 
determineJ shall be goverlled by the provisions of the Income Tax 
Law and articlrs 7 to 16 of this (the present) law. Concealed distri­
butions of profits are to be taken into consideratioll in this connection. 

ART. 7. In the determination of the ineollle it is immaterial 
whether the income is distributed or not. Distributions of any kind 
on profit sharing certificates which carry n, right to participation in 
the profits or in the liquidation proceeds of the capitnl enterprises 
may not be llsed to diminish the income. 

2. MATERIAI_ EXEMPTIONS 

ART. 8. In the case of assoriation .>; of persons.-III the cnse of asso­
·ciations of persons which are ulllilllitedly liable to taxation, the d lies 
levied from the members by virtue of the constitu tion (or articles of 
incorporn tion) are imma terial to t hr dctf'nninn tioll of the income. 

ART. 9. In the case of holding companies.- (l) If a cnpitnl enterprise 
unlimitedly liable to taxation actually participa tes ill the capital stock 
of anotIlCr capital enterprise lllliimitcdly liahle to taxation through 
holdillg stocks, mining shares, or other shnres lllllotlllting to nt least 
one quarter thereof con tinuousl v from the bef?:inlling of the business 
yen)', tIle pnrt of the profits o(nll killds accruillg to tl losc shares is 
immaterial. If there is no stock e<l pital, the assets that were deter­
mined in t he last assessment for the property take its place. 

(2) Insofar as the share of the profits is immaterial , tile tnx ded uc­
tion from the capital yield shnll not be made. 

(3) These provisions shall hold accordingly whrn the Reich, the 
.sta tes, communities, and associations of communities or enterprises 
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of domestic corporations in public law participate in capital enterprises 
unlimitedly lia ble to ta.xa tion. 

ART. 10.-Capital administration societies (brokerage and capital 
imysiment compam·es).-(1) The Federnl ~Iinister of Finance may 
issue special regulations for capital administrn tion societies. 

(2) Capital administration societies "'ithin the meaning of para­
graph 1 are capital enterprises which handle exclllsi,'ely the purchase, 
administra tion, and sale of stocks, mining shares, shares or profi t partic­
ipation certificates of other capital enterprises, or of bonds and 
debentures. 

3. DEDUCTIBLE EXPENDITURES 

ART. 11. In the calculation of the income the following amounts 
shall be deducted~ if not already rendered deductible by the other pro­
visions of the Illcome Tax Law: 

1. For capital enterprises, the cost of issuing stocks and other 
shares in the enterprise insofar as they can not be covered by emission 
premiums; 

2. For insurance companies, additions to technical insurance reserves, 
insofar as they are necessary for perfonnance required by insurance 
contracts current on the date of the balance sheet; 

3. For special limited liability stock compallies, that part of the 
profit which is distributed to personally lia ble partners on their invest­
ments made other than in the capital stock, or as remuneration 
(bonus) for management services; 

4. Increases of assets resulting from the partial or total remission 
of debts for the purpose of reorganiza tiOll. 

4. NON-DEDUCTIBLE EXPE:--rDITURES 

ART. 12. The following are not deductible: 
1. Expenditures for the performance of duties of the entity liable 

to taxation prescribed by the endowment, bylaws, or other constitu­
tion (or articles of incorporation); 

2. Income and property taxes; 
3. Remuneration of any kind grnnted to mem.bers of the board of 

directors, administrative board, mining directornte, or other persons 
charged with control of the management.; 

4. Expenditures for public utility, charitable, religious, and similar 
purposes. 

5. PARTIAL DEDUCTIONS 

ART. 13. If the income is only partially lin ble to taxation, expendi­
tures may be deducted only insofar as they stand in direct economic 
conjunction with income liable to taxation. If the income consists 
only of income from which a, deduction is to be made (art. 2, No.2) 
no deduction from expenditures is permissible. 

6. DISSOLUTION AND LIQUIDATIO:--r 

ART. 14. (1) If a capital enterprise which has decided upon its 
dissolution is liquidnted, the profit made during the period of liqui­
dation shall form the basis for the taxation. The tax period shall 
not exceed 3 years. 

(2) For the determination of the profit within the sense of para­
graph 1, the assets to be divided (final liquidation assets) shall be 
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entereu against the assets at the close of the business venr preceding 
the liquidation (original assets preceding liquidation ). ~ 

(3) FrOll1 the final liquidn,tion assets there shall be c1edueted those 
tax-free increases in assets that ha\~e accrued to the entity liable to 
taxation during the liquidation period. ' 

(4) The originnJ assets preceding liquidation are the \\-orking assets 
tha t formed the basis for the assessment of the corporf},tion tax at the 
dose of the preceding business yl~ar. If a vnlue for the working assets 
did not form the basis of the last assessmen t, there shall be used in 
lieu thereof the amollnt of the paid-in capital, or, if this does not exist, 
the alllount of the in\'estrnent or the purchase price or cost of lllanu­
factnre within the men.lling of the Income Tax Law. The original 
assets prior to liqni(lation shall be reduced hy the amollnt of the profit 
from the pre\Tions business veal' that has heen distributed durilJO' the 
period of liquidation. . .:::> 

(.5) For the, determination of the profit ill other H'spects the other­
wise applicnble provisiolls shall he applied. 

7. FUSION, l\IERClERS. AXD REORGAXIZATIONS 

L\.RT. l.j. (l) If the assets of a capital entNprise are transferred to 
another, with or \\-ithollt liquiclittion, article 14 shall he applied acconl­
ingly. For the determination of the profit, the ntlne of the compen­
sation grante,cl for the transfer of the assets according to their statns 
at the time of the transfer shall be used ill lieu of the ftssets to he 
distributed in liquidation. 

(2) The profit resulting from tbc tran:-:fer ~b;1l1 not he consic:ered 
for tn,xation, insofar ns the following proyisiolls are fulfilled: 

1. The assets of a domestic capital cnterprise must he transferred 
as a whole to another domestic capital enterprise against the grantillg 
of corporatiYe (participation) rights in the Intter; 

2. It nlllst be made certain that this profit will later be subject to 
the corporation tax. 

8. TRAXSFER OF l\IAXAGE:\IEXT ABROAD 

ART. 16. (1) If a capital enterprise unlimitedly linhle to taxation 
transfers its management and its seat or either one of them abroad from 
Germany and thereby becomes no longer unlimitedly liable to taxa­
tion, article 14 shall be applied accordingly. (In such a case) the 
common value of the existing assets replaces the distributable assets. 

(2) Paragraph 1 shall be applied accordingly if the domestic place 
of business or manufacture of a c<lpital enterprise limitedly liable to 
taxation is dissolved or is transferred abroad from Germany or its 
assets are transferred to another as a whole. 

9. l\I1NIl\IU:\I TAXATION 

.A~T. 17: (1) The following shall form the basis for taxation as 
mInIml1111 Illcome: 

1. Distributions (including concealed oistributions of profit), insofar 
as they amount to more than 4: percent of the paiu-in capital or, if the 
latter does not exist, of the assets oetermined by the last nsseSSl1lent 
for the property tax, regardless of the soul'cesofthe amounts distributed; 

2. Remnnerntion of anv kind granted to members of the board of 
directors, administrative honnl , mining, directorate, or other persons 
charged with control of the management; 
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3. Remuneration of any kind gmnted to lnembers' of the board of 
managing direc tors, or other executives for their activity, insofar 
as the remuneration is not commensurate with the services rendered. 

(2) ~linimum taxation shall be' levied only if the total sum of the 
minimum income is higher than the incOlne determined according to 
artirle 6. 

SECTION III. TAX RATES 

ART. 18. Rou,nding o,U'.-In the cnlcula tion of the corporiltion tax 
the income shall be roulH]ed off downwanl to the nearest (multiple of) 
10 reichsmarks. 

AnT. 1!J. Ta.T mtes.-(l) The corporation tax shall be 20 percent 
of the income. 

(2) The corpora tion tax shall be 10 percen t of the income of the 
following: 

]. Creclit institutions ill public law, for income from long-term com­
munity credit, real property credit, and ngriculturnl improvement 
cre eli t h u sin ess ; 

2. ~lortgnge hanks (handling mortgages only), mixed mortgage 
banks for the income from trans:lctions named in article 5 of the 
~Iortgage Bunk Law, hottomry bond banks. 

(3) The corporatioll tax on incomes subject to tile tux deduction 
(at the source) shall be considered as lw,villg heen paid, if the dntwer 
of the income' is only limitedly liable to the corporation tax and the 
income is not deri\~ed from a domestic business, agricultural) or 
forestry enterprise. 

SECTION IV. ASSESSl\lENT AND PA Yl\lENT OF THE TAX 

ART. 20. General .- For the assessment for the corporation tax and 
for the payment of the corporation tax the provisions that hold for the 
income tax shall be applied uppropriately. 

ART. 21. Dump-s1lm ta,ratlnn.-The Re\TemIe Office can fix the cor­
porn.tion tax in a lump sum if the income liable to taxation is apparently 
of min or importance find the preeise determina tion of this income 
would involve a disproportionately large amolln t of administrative 
work. 

SECTION V. TRANSITIONAL AND FINAL PROVISIONS 

ART. 22. EJ,tel/sion of the category of entities liable to taxation.- The 
Federal Minister of Finauee is empowered to declare unlimitedly 
lia ble to taxation other associations of persons than those named in 
article 1 and to regulate taxation of them. 

ART. 23. Cooperatit'e associations.-The Federal1\1inister of Finance 
is empowered to prescribe an exemption from the corporation tax or 
applieation of a redueed tax rate for certain groups of cooperative 
assoeiations for business or profit and to regulate particularly the 
determinatioll of their income. 

ART. 24. Entry into jorce.-(l) The law is to be applicable for the 
first time to assessments for the calendar year 1934. 

(2) The Federal M inister of Finance is empowered to bring indivi­
dual provisions of the law into force only for later assessments, and to 
permit continued applica tion of the provisions of the Corporation Tax 
Law of August 10, 1934 (RCB1.I, p. 208) for the transitional period. 
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AUT. 25. (1) In the case of entities liable to taxation for which the 

corporation tax was calculated upon a period deviating from the 
calendar year 1933, the corporation tax debt for the calendar year 
1934 shall be increased by one twelfth for each month that elapsed 
between the end of the tax I)('riod 1932-33, and December 31, 1 933. 'f~' 

(2) The following shall he credited against the tax debt increased 
under paragraph 1: 

1. The prepayments mnde for the period from the end of the tax 
period 1932-33 to the end of the cfllendar year 1934; 

2. The amounts withheld through tax deduetion (at the source) 
insofar as they derived from income drawn during the period from the 
end of the tax period 1932-33 to the end of the calendar year 1£)34. 

ADOLF HITLER, 
The' Leader and Chancellor. 

Count SCHWERIN VON KHOSIGK, 

BERLIN, October 16, 1934. 
The Ff'deral .i\1inister oj Finance. 

4. ACT OF AUGUST 27, 1936, Al\IENDING TIlE CORPORATION TAX LAW 

(Translation from original printed in ReichsgesetzbJatt, 193G, pt. I, p. 701.) 

The Go\rernment of the Reich has adopte<l the following law which 
is hereby promulgated: 

ARTICLE 1. Change of tlip ta.r ratp.-...:\.rticle 19 of the Corporation 
Tax Law of October 16, 1934 (Reichsgesetzblntt, pt. I , p. 1031) is 
amended as follows: 

1. In paragraph 1, the words "20 prrcent" are replaced by the 
words "30 percen t." 

2. In paragraph 2, the words "10 percent" arc replaced by the 
words "15 percen t." 

ART. 2. Application of the tax ratf.-Article 19 of the Corporation 
Tax Law as amended by Article 1 of the present law is also applicable 
to those corporations, a.ssociations of persons, and assets, for which 
application of the provisions of the Corporntion 'fax Lnw of August 
10, 1925, (Reichsgesetzhlatt, pt. r, p. 208) was permitted. 

ART. 3. Spec1·al provis?·onfur 1936.-111 deviation from article 1, the 
Corporation Tax for the calendar yeur 19:36 will be assessed at the 
following rn tes: 

1. Under article 19, paragraph 1, of the Corporation Tax Law, 
25 percent. 

2. Under article 19, paragraph 2, of the Corporation Tax Law, 
12.5 pereen t. 

ART. 4. Admnce paymcnts.-Advance payments falling due between 
September 19, 1936, and issuance of the notice of assessment for 
1936 are to be increased by one-half. 

ART. 5. Entry into force.-Thi s aet will first become applica.ble to 
assessments for the calendar year 1936. 

ADOLF HITLER, 
The Leader and Reich Chancellor. 

COUNT SCHWERIN VON KROSIGK, 
The Reich A1inister of Finance. 

BERCHTESGADEN, August 27, 1936. 
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