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LETTER OF TRANSMITTAL

ConGrEss oF THE UNITED STATES,
JoiNT CoMMITTEE ON INTERNAL REVENUE TaxaTION,
Washington, June 13, 1938.
To the Members of the Joint Committee on Internal Revenue Taxation:

There 1s transmitted herewith a compilation of the income-tax
laws of Germany, edited by the office of the General Counsel for the
Department of the Treasury, and kindly made available to the Joint
Committee on Internal Revenue Taxation.

There 1s in process in the Treasury compilation of the tax laws of
other foreign countries in translation, which 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) (6) of the
Revenue Act of 1926.

Very truly yours,
Pat HARRISON,
Chairman, Joint Commattee on Internal Revenue Taxation.
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LETTERS OF SUBMITTAL

CoxNGREsS OF THE UNITED STATES,
JoinT CoMMITTEE ON INTERNAL REVENUE TAxATION,
Washington, June 13, 1938.
Hon. Pat HarrisoN,
Chairman, Joint Committee on Internal
Revenue Taration, Congress of the United States.

My Dear MR. CHAIRMAN: Thele is submitted herewith a compila-
tion of the income-tax laws of Germany in translation, which has been
edited in the office of the General Counsel for the Dep‘utment of the
Treasury, and made available by that Department to the Joint
Committee on Internal Revenue T axation.

This compilation is one of a series in plepamtlon by the Treasury
of the tax laws of certain foreign countries. The texts of these laws
will be very helpful to the committee and its staff in considering
revenue levlslatlon.

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 budget law with explanations and statisties.
Beginning with 1933, the details of the budget and explanation of
tax laws and chmwes was suspended, with the result that the usual
sources were unavailable as to revenues, expenditures, or the tax
burden. Yet, according to information available, the revenue of
Germany has amounted to approximately $2,800.000,000 per annum,
and the expenditures to approximately $3,200,000,000 per annum,
since 1933. Aecording to information at hand, the amount of its
revenues was 6,327, 100 000 reichsmarks for 1933, 7,806,500,000
reichsmarks for 1934, 6.024,000,000 reichsmarks for 19‘30, and 6, 0"4 -
000,000 reichsmarks for 936 while the expenditures amounted to
7,944,700,000 reichsmarks in 1933, §,220,000,000 reichsmarks in 1934,
8, 32,300, 000 reichsmarks in 1935, and $,232,300,000 reichsmarks in
1936. Some detail of its revenues and expenditures 1s shown in the
following tables, taking the year 1935:

REVENUES Reichsmarks

blaxes Bl e e e e s 4, 483, 000, 000
(@511 (0] v (- I 1, 148, 600, 000
Administrative revenues. __ __ _ _ . __ o eemee— e 400, 000, 000
Revenues from German Railways for reparations payments______ 70, 000, 000
[Eoansmen | RS e me il 1, 039, 600, 000
Other revenues. _ _ - _ _ _ o 664, 800, 000

Total gross revenues_ _ - _ . _ o _________ 7, 806, 500, 000
Less debit balance from previous vears_ .- _______________ ---- 1, 782, 500, 000

fllotal revenicDENE | oot oD 6, 024, 000, 000

v



VI LETTERS OF SUBMITTAL

EXPENDITURES
Reichsmarks

Payments to States and communes_ - - ______________________ 454, 500, 000
General administrative expenses_____________________________ 4, 725, 400, 000
Provision of work______ ______ L _____ 736, 100, 000
War and civil pensions, ete_. - - . ___________________ 1, 257, 700, 000
Internal charges arising out of the war, occupation, ete_._______ 297, 500, 000
Payment of bonds and reduction of debt_____________________ 576, 300, 000
War charges SN D00 RN L 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.

1t 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 may 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,
Chief of Staff,

Joint Commattee on Internal Revenue Taxation.

TrEASURY DEPARTMENT,
Washington, February 23, 1938.
Mr. 1.. H. PARKER, i
Chief of Staff,
Joint Committee on Internal Revenue Taxation,
House Office Building, Washington, D. C.

Dear Mr. ParkEer: Reference is made to a letter of May 6, 1937,
from 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 office of the General Counsel for the Department of the
Treasury.

Very truly yours,
Roswern MAGILL,
Under Secretary of the Treasury.
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GERMAN INCOME TAX LAWS

[Edited in the office of the General Counsel for the Department of the Treasury]

INTRODUCTION

This publication is a part of a study of foreign tax laws being made
by the Department of the Treasury. The oeneml remarks herein and
the appendixes to the Income Tax 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 State, from the following 10})01ts to
that Department from the consulate general, Belhn, Germany:
No. 129 of February 27, 1935; No. 170 of March 28, 1935; No. 669
of October 28, 1936, and No. 1067 of April 19, 1938.

I. GENERAL REMARKS

These remarks have been prepared for the convenience of the
general public, and are not to be regarded as an official or legally
definitive statement.

The matter of income taxation in Germany is covered bv two
statutes. The first of these, entitled *'The Tncome Tax Law,” is the
more general, and, while cont‘umng certaln provisions apphc.lble to
the assessment of the income tax to be paid by all tvpes 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.

Income Tax Law

Provisions of special interest to foreigners—The Income Tax Law
contains no special provisions applicable solely to foreigners, but does
make a distinction between residents and nonresidents. Residents or
persons who have their usual place of abode within Germany are sub-
ject to unlimited tax liability, while those who cannot be so classified
are only hmitedly taxable. The latter are liable only upon their in-
come from German sources (art. 1 (2) and art. 49), and, moreover, are
exemipt from certain special rates for “‘extraordinary 1'eceipts” (art.
50 (1)). On the other hand, persons of limited Lability are subject to
certain special provisions. They are arbitrarily designated as belong-
ing in the class of married persons without children (mt 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
economic difticulties, for which provision is made in article 33 (art.
50 (1)); and their income may be made subject to deduction at the

1



2 GERMAN INCOME TAX LAWS

souree, insofar as this has not already been required, if deemed advisa-
ble “for the seeurity of the tax claim” (art. 50 (6)). (See also art.
50 (5).) Immigrants, however, who are unlimitedly liable may,
nevertheless, seek a reduetion of their tax for a period of 10 years by
applieation to the Federal Minister of Finance for the assessment of a
fixed lump sum (art. 31). In addition to this, it is provided that the
Provineial Revenue Office may fix a lump sum of income tax if special
direet or indirect economic relations between the enterprise, subject to
taxation, and a person who is not at all or only limitedly liable to
taxation in Germany render possible a reduetion of the profit (art. 30).
There 1s also a provision pursuant to which the income tax may be
based upon the consumption of the taxpayer under certain cireum-
stances, but it is declared that 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 due if based upon income (art. 48).
General characteristics.—The Inecome Tax Law of 1934 eontains
certain general provisions of interest. The use of the method of
deduction of the tax at the souree is widely employed, including wages,
as well as capital yields, and sueh other sourees of income as may be
determined by the Minister of Finance (arts. 38, 43 (1) and 45).
Broad diseretion is conferred upon the administrative authorities in
many respects as in the determination of the application of lump-sum
payments, and the application of speeial deductions (arts. 31 and 33).

CorroramioN Tax Law

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

As In the ease of the income of individuals, only a limited liability
i1s placed upon those corporations that ave elearly foreign. It is
provided that within this class would fall “corporations, associations
of persons, and ineorporated estates whieh have neither their manage-
ment. nor their seat in Germany”’ (art. 2 (1)).

As is the ease in the Income Tax Law, pursuant to this statute,
broad diseretionary 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 in making speeial regulation for
brokerage and capital investment companies (art. 10). The tax is
based upon income whether it is distributed or not (art. 7), but if
distributions are made, even though ineome has not been earned by
the corporation during the current year, a tax may be assessed in
certain circumstances based upon sueh distributions under the so-called
minimum taxation provision (art. 17). No deduction may be made
for eontributions to charitable or religious purposes (art. 12 (4)), but
corporations operated exelusively 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
importanee and the preeise determination 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 at least a one-quarter interest is exempt where
the holding company and the subsidiary are unlimitedly liable to
taxation (fnt 9).

The rate at which a corporation was taxed under the 1934 law was
20 percent, except in the cases of certain types of credit institutions,
to the income of which a rate of 10 percent was made applicable
(art. 19). Those two rates were increased to 30 percent and 15 per-
cent, respectively, by thie amending statute of 1936 (art. 1).

II. TRANSLATIONS OF GERMAN INCOME TAX LAWS

1. Income Tax Law or OcroBER 16, 1934

The Federal Government has enacted the following law which is
hereby promulgated:

I. LIABILITY TO TAXATION

ArticrLe 1. (1) Natural persons who have their residence or their
usual place of abode in Germany are unlimitedly liable to taxation.
The unlimited liability to taxation extends to all income.

(2) Natural persons who have neither their residence nor their
usual 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. INCOME

1. CaTEGoORIES OoF INconxE, 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 considered to be the total amount of the receipts from
the categories of income set forth in paragraph 3, after making com-
pensation for losses occeurring in the mdividual categories of income,
and deduection of special expenditures (art. 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 article 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 general rules of practice.

(4) Income within the meaning of paragraph 3 is constituted by:

1. Profits from agriculture and forestry, business enterprise, and
independent work (arts. 4 to 7);

2. The excess of receipts over ‘the professional outlays in connection
w1th other kinds of income (arts. S and 9).

(5) For farmers and foresters or for business men, who are obliged
to keep books in accordance with the regulations of the commercial
code and actually maintain them reo'ulally the profit from agriculture
and forestry, or ‘from business enterprise shall be considered as being
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made in that calendar year in which the business vear ends. A busi-
ness year shall be considered to be:
Teor farmers and foresters, regardless of whether they keep books
or not, the period from July 1 to Junc 30;
2. Ifor business men, that period of time for which they regularly
close their books
2. Tax-Free INcoME

Art. 3. The following items are tax-free:

(a) Pensions in accordance with the law regulating the provision
made for the retired servants of the State, except sueh grants as are
made only on the basis of the period of serviee rendered;

) \‘upplomont‘n\ disability pensions (military);

(¢) Bxtra grants to widows and orphans of regular officers of the
.umv and of stall officers (payiasters, ete.) of the old (pre-war) army
in the place of war pensions;

() Additional payments in licu of extra grants under military
pension laws, and the law for colonial oflicers, or in licu of a pension
under the disability compensation law;

(¢) Indemnifications for civil maintenance which, as transfer com-
pensation, are currently granted to former noncommissioned oflicers
(of the u'm.\');

(/) Transition relief, indemnification for moving and extra grants
in addition to transition pay and dues in accordance with the \Imy’s
Maintenance Law, granted only once;

2. Receipts in kind and indemnifications of members of the Army
and the State police, under artiele 20, paragraph 6, of the Pay Law
of December 16, 1927 (Reichsgesetzblatt I, p. 349), and to artiele 11
of the Federal Law regarding the Police of the States dated July 17,
1923 (Reichseesetzblatt 1, p. 597), and the official income of active
members of the Army.  Members of the Army in the sense of these
provisions are soldiers and Army stall’ oflicials (pavmasters, ete.);

3. Payments in accordance with the law regarding damages result-
g [rom troops of occupation;

Preferential annuities on the basis of the law regarding the
1'0(](\11)pti011 of public loans;

Honorary extra grants connected with war medals and decora-
tmlm, and extra umnt% for fmnt serviee;

Receipts from sickness insuranee and Federal accident msurance;
fln‘thormm'o, receipts in kind {rom other branches of the Kederal
insmanoo system;

Indemnifications for dismissal from service, on the basis of the
]\ntlmm] Labor Law;

8. Lump sum compensation paid on the basis of Federal insurance,
the state officers’ pension laws, and military pension laws;

Pavments made from unemployment insurance, emergency
relief, and short-time workers’ relief;

10. Reeeipts from public funds or from public endowments, granted
i cases of destitution or as aid for education or training, for science
or art;

11. Remuncrations for voluntary labor service paid to the Labor
Service volunteers in cash or in kind;

12. Marriage aid paid to female employees when leaving their
cmployment, and motherhood finanecial aid;
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13. Indemmifications for outlays and travelling expenses paid [rom
public funds. Indemnifications paid for loss of carnings and loss of
time, however, are hable to taxation;

14. For (Government) oflicers on duty abroad, those receipts which
are liable to taxation in the state in the territory of which the oflicers
abroad have their official station. This does not refer to domestic
income according to article 49,

3. ProriT

Ant. 4. Conception of profit in general —(1) Profit is the differential
amount between the working assets at the end of the year of operation
and the working assets at the end of the preeeding vear of operation,
mcreased by the value of withdrawals therefrom. and decreased by the
value of additions thereto.  Such withdrawals inelude all cconemie
goods (cash drawings, goods, produets. utilities, and performances)
which the person hable to taxation has in the course of the year of
operation drawn from the enterprise for himself, for his household, or
for other purposes not connected with the enterprise.  Such additions
inchide all economie goods (cash investments and other cconomic
goods) which the person liable to taxation has added to the enterprise
during the course of the yvear of operation.  For the determination of
the profit the provisions concerning operating expenses (par. 3) and
valuation (art. 6) shall be adhered to. The value of land belonging
to the fixed assets shall not be considered.

(2) If the working assets at the end of the individual year of oper-
ation do not, generally, deviate essentially from the working assets at
the end of the preceding year of operation, the excess of the hisiness
mcome above the business expenses may be regarded as profit.  In
connection therewith, fluctuations of economie importance in the
working assets which exceptionally oceur within a year of operation,
may be considered through additions or deductions,

(3) Business expenses are expenditures which are incurred through
the operation of the enterprise.

AnrT. 5. Profit in connection with merchants who are obliguted to keep
books.—(1) For those persons liable to taxation who are ohligated to
keep books in accordance with the preseriptions of the commercial
eode, such working assets have to be considered at the end of the year
of operation (art. 4, par. 1, sentence 1) which are provided for by the
principles of proper hookkeeping. The provisions regarding with-
drawals from and additions to working assets (art. 4, par. 1), operating
expenses (art. 4, par. 3), and valuation (art. 6) shall be adhered to.

(2) The person liable to taxation may alter the balance sheet even
after its presentation at the tax office, if it should not correspond
with the provisions of paragraph 1. sentence 1, concerning the prin-
ciples of proper bookkeeping. Otherwise any alteration of the
balance sheet 18 possible only with the approval of the tax office, or,
in any legal procedure, only with the_approval of the respective legal
authority.

Awt. 6. Valuation—TFor the valuation of the individual items of
property serving in the operation of the enterprise, the following
shall hold:

1. Ttems of the fixed assets subject to depreciation shall be entered
at the purehase price or costs of manufaeture decreased by the depre-
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ciation in accordance with Article 7. 1f the partial value should be
lower, this latter may be entered. A partial value is that amount
which any purchaser of the whole enterprise would charge up for the
individual 1tems of property within the total purchasing price; it
shall be considered in this connection, 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 years, business men maintaining books within the meaning of
artiele 5, and farmers and foresters maintaining books may figure a
higher amount for depreciation than is specified in article 7, without
considering the partial value. Property items which, at the end of the
preceding year of operation, already belonged to the fixed assets of
the person hable to taxation shall not appear in the balance sheet at a
bigher figure than in the preceding year.

2. Property items of the enterprise other than those mentioned
under No. 1 (real estate, partnerships or participations, business or
company value, floating eapital) shall be entered at the purchasing or
production costs. In lieu of the purchasing or production costs, the
lower partial value (No. 1, sentence 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 such value is higher than it appeared in the last balance sheet;
it shall not, however, exceed the purchasing or production ecosts.
For agricultural or forestry enterprises the entering of the higher
partial value is permissible if this is done in accordance with the
principles of proper hookkeeping.

3. Liabilities shall be entered with proper observation of the
provisions set forth under No. 2.

4. Withdrawals of the person liable to taxation for himself, for his
household, or for other purposes not connected with the enterprise
shall be entered at the partial value.

5. Investments or additions shall be entered at the partial value at
the date of the investment; however, the figure must not exceed the
actual purehasing or production eosts. '

6. Upon the opening of an enterprise or monetary purchase of an
enterprise the property items shall be entered at the partial value
not to exceed, however, the actual purehase or production cost.

Arr. 7. Deduction for depreciation—(1) For buildings and other
property, the use or utility of which to the person hable to taxation
for the purpose of eaining income has been found to extend over a
longer period than 1 year, that part of the purehase or produetion cost
may be deducted for each year which with the distribution of sueh
costs over the total period of use or utility, would fall to 1 year (dedue-
tion for depreciation). The deduction shall be caleulated, in this con-
nection, according to the usual period of utility for the respeetive
kinds of property. Deductions for extraordinary depreciation of a
techinical or economic nature are permissible.

(2) Mining enterprises, quarries, and other enterprises which entail
a wasting away of the assets may make deductions for such a wasting
away of assets. Paragraph 1 shall be applied accordingly.
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4. Excess oF REceEirrs OVER PROFESSIONAL OUTLAYS

ART. 8. Receipts.—(1) Receipts include all economic goods which
consist of money or values and whieh aecrue to the person liable to
taxation within the categories of income specified in article 2, para-
graph 3, Nos. 4 to 7.

(2) Receipts not consisting of money (shelter, board, goods, and
payment in kind) shall be entered at the customary average prices in
the place of consumption.

ARrT. 9. Professional outlays.—Professional outlays consist of ex-
penditures made for acquiring, securing, and maintaining income or
receipts. They shall be deducted from that category of receipts in
connection with which they were incurred. The following shall also
be regarded as professional outlays:

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

2. Taxes on real estate, other public fees or assessments, and
msurance dues, as far as such expenditures refer to buildings or to
objects which serve the person liable to taxation as sources of income;

3. Dues to professional, occupational, and trade organizations, the
purpose of whieh is not profit-making enterprise;

4. Neeessary expenses of the person liable to taxation for com-
muting between his places of residence and work;

5. Kxpenses for tools of trade (tools and professional elothing);

6. Deductions for depreciation (art. 7).

5. SPECIAL EXPENDITURES

Art. 10. (1) Special expenditures which may be deducted from the
total amount of gross receipts are the following items and no others:

1. An amount of 50 reichsmarks for everyv female domestic servant
for each full calerdar month in which she has belonged to the household
of the person liable to taxation;

2. Interests on debts, and annuities and permanent charges payable
under special obligations, which are neither operating expenses nor
professional outlays, and which do not stand in any cconomic con-
junction with receipts not considered in the assessment;

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

4. Insurance dues and premiumns of the person liable to taxation
for himself, for his wife, and for those children for whom he is granted
(income tax) deductions, for sickness, accident, eivil liability, em-
ployees’ disability and retirement and unemployment insurance,
for life or death insurance, and for insurance or annuity funds for
widows, orphans’ pension, and burial.  Dues and insurance premiums
to insurance companies which have neither their management nor
their seat in Germany may only be deduected in cases where perinission
for operation in Germany has been granted to such eompantes;

5. Payments by the person liable to taxation for himself, his wife,
and children, for whom he is granted (income tax) deductions (for
children), to building loan associations for the purpose of obtaining
building loans. The provision of No. 4, sentence 2, shall he applied
accordingly.
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(2) The deductions for special expenditures within the meaning
of paragraph 1, Nos. 4 and 5, shall not, in their total, exceed an annual
amount of reichsmarks 500. This amount shall be increased by:

300 reichsmarks for the wife;
300 reichsmarks for the first child;
400 reichsmarks for the second child;
600 reichsmarks for the third child;
800 reichsmarks for the fourth child;
1,000 reichsmarks for the fifth, and each following child.

If an increase in deductions is based upon the number of children.
it will be allowed only if a (inecome tax) deduction for such children
is provided for.

(8) For special expenditures within the meaning of paragraph 1,
Nos. 2 to 5, a minimum lump sum of 200 reichsmarks shall be
deducted when the assessment is made.

(4) If the tax liability did not exist for a whole year, the annual
amounts concerned in paragraph 2 and paragraph 3 shall be deereased
in proportion to the number of months during which a tax labihity
did not exist and shall be rounded oft downward to whole reichsmarks.

6. REcEIPTS AND EXPENDITURES

Art. 11. (1) Receipts are considered as having been received
within that calendar year in which they have acerued to the person
liable to taxation. Regularly recurring receipts which have acerued
to the person liable to taxation shortly before the beginning or shortly
after the end of the calendar yvear to which they belong economieally,
shall be considered as having been received within that calendar year.
The provisions regarding the determination of profit (art. 4, par. 1,
art. 5) remain unchanged.

(2) Expenditures shall be deducted for that calendar year in which
they were incurred. For regularly recurring expenditures, paragraph
1, sentence 2, shall apply. The provisions regarding the determina-
tion of profit (art. 4, par. 1, art. 5) remain unchanged.

7. NoxN-DEbpUCTIBLE EXPENDITURES

Arrt. 12. Regardless of the regulations contained in article 10 no
deduetions, either from the individual eategories of reeceipts or from
the total income, shall be made for the following items:

1. Expenditures made for the houschold of the person liable to
taxation and for the maintenance of the members of his family.
This includes the expenditures to maintain the standard of life which
is necessitated by the economic or social position of the person liable
to taxation, even if such expenditures are made for the furtherance of
Lis profession or his activities;

2. Voluntary payments, or payments to persons legally entitled to
maintenance, even if such payments ave made on the basis of a special
agreement;

3. Taxes on income and property taxes.
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8. THE SpEcirFic CATEGORIES OF INCOME
A. AGRICULTURE AND FORESTRY (ART. 2, PAR. 3, NO. 1)

ART. 13. Income from agriculture and forestry—(1) Income from
agriculture and forestry includes:

1. Receipts from enterprise in the fields of agriculture, forestry,
viticulture, horticulture, fruit culture, vegetable culture, tree nur-
series, and from all ontmprhv\ which grow plants and parts of plants
with the aid of the forces of nature;

2. Receipts from animal hu\bandr r, cattle and lhog fattening,
(ldlll(‘s‘ poultry farms, and similar entel‘prlcea, if the products used
for such animal husbandry come principally frown the agricultural
enterprise itself;

3. Receipts from lake aud river fishing, fish farming, and pond
fishing;

4. I{ocmpts from hunting, if this latter is in conjunetion with farm-
ing or forestry;

(2) To income within the meaning of paragraph 1 belong the fol-
lowing items also:

1. Receipts from an agricultural or forestry subsidiary enterprise.
As subsidiary enterprise must he considered an enterprise which is
designed to assist the main agricultural or forestry enterprise;

2. The utility value of the restdence of the person liable to taxation,
if sueh dwelling does not exceed the size customary for enterprises of
the same kind.

(3) Income from agriculture and forestry is fully hable to taxation,
if it exceeds the amount of 8,000 reichsmarks. Should the inecome not
exceed this amount, receipts from agriculture and forestry shall only
be liable to taxation insofar as they o\coml the amount of 3,000 reichs-
marks. Losses from agriculture and forestry may only be compen-
sated for upon determination of the income (art. 2, par. 2) if they
exceed 1,000 reichismarks.

ARr. 14. Sale of the enterprise.—(1) Profits which are made upon the
sale or giving up of an agricultural or forestry enterprise or subsidiary
enterprise also constitute income from agriculture and forestry. Sale
profit is that amount by which the sale price after deduetion of the sale
expenses exceeds the value of the working assets, determined for the
date of the sale m accordance with artiele 4, paragraph 1.

(2) A liability for taxation arises only if the sale profit upon the sule
of the total enterprise exceeds 10,000 reichsmarks, and upon sale of
part of the enterprise only if the profit exceeds a proportionate part,
of the amount of 10,000 reichsmarks

(3) The income tax on the sale profit will, upon applieation, be
deereased or abated, if the person liable to taxation acquired the sold
enterprise or part of enterprise within the lust 3 vears before the sale
took place and paid inheritance tax in eonsecuence of the acquisition.

B. BUSINESS ENTERPRISE (ART. 2, PAR. 3, NO. 2)

ART. 15. Income from business cnterprise—Income from business
entelpnse includes:

Receipts from business undertakings. Included therem are also
leeelptq from land exploitation; for mstance from mining enterprises
and from enterprises for the pmductl(m of peat, stones, and earths,
insofar as they are not-agricultural or forestry subsidiary entelpllses;

78092—38-
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2. Profit shares of the partners of a private partnership company,
a limited partnership company or any other company where the part-
ner must be regarded as entrepreneur (coentrepreneur), and those
remunerations which the partner has received from the company for
his services rendered to the company or for the granting of loans or
for the transfer of economic goods;

3. The profit shares of the personally liable partner of a special
partnership limited Hability company, insofar as they do not corre-
spond to shares of the stock capital and those remunerations which
the personally liable partner may have received from the company
for his services rendered to the company, or for the granting of loans,
or for the transfer of economic goods.

Art. 16. Sale of the entcrprise—(1) Income from business enter-
prises also comprises profits which are made upon the sale of—

1. The total business enterprise or part of same;

2. The share of a partner who is to be regarded as entrepreneur
(coentreprencur) of the enterprise (art. 15, No. 2);

3. The share of a personally liable partner of a special partnership
limited hability company (art. 15, No. 3).

(2) As sale profit within the meaning of paragraph 1 must be re-
earded that amount by which the sale price after deduction of the,
sales expenses exceeds the value of the working assets (par. 1, No. 1)
or the value of the share in the working assets (par. 1, Nos. 2 and 3).
The value of the working assets or the share at the date of the sale
shall be determined according to article 4, paragraph 1, or article 5.

(3) The giving-up, cessation, or abandonment of the business
enterprise shall also be considered as a sale. If the separate property
items serving the enterprise are sold in conjunction with the abandon-
ment ol the enterprige, the respective sale prices shall be entered. If
the property is not sold, its general value at the date of the abandon-
ment shall be entered.  Upon the abandonment of a business enter-
prise in which a number of persons were participating, the ordinary
value of the property items that each partner has received at the
settlement must be entered.

(4) A liability to taxation arises only if the sale profit upon the sale
of the whole trading enterprise (par. 1, No. 1) exceeds 10,000 reichs-
marks, and upon the sale of part of the enterprise or a share in the
working assets (par. 1, Nos. 2 and 3), exceeds a proportionate part of
10,000 reichsmarks.

(5) The income tax for the sale profit will be reduced or abated upon
application, if the person lable to taxation has purcliased the sold
enterprise or part of the cuterprise or the sold share within the last
3 vears before the sale took place and, in consequence ol said pur-
chase, paid inheritance tax.

ART. 17. Sale of significant partnership shares.—(1) Income from
trading enterprises includes also the profit resulting {rom the sale of a
share n a capital enterprise, il the seller has participated signilicantly
in the capital of the company and the share sold exceeds 1 perecent
of the share capital or stock capital. If the seller alone or together
with the members of his family has participated within the last 5 years
in the eapital enterprise to the extent of more than one-quarter of the
capital, direetly or indireetly, as, for instance, through a trustee or
through a capital enterprise, he shall be considered as having par-
ticipated signficantly.
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(2) As sale profit in the meaning ol paragraph 1 must be considered
that amount by which the sale price after deduction of the sale
expenses exceeds the purchase price.

(3) A hability for taxation arises only if the sale profit on the share
sold excecds that proportionate part of 10,000 reichsmarks (for the
entire capital) corresponding to the sole share in the capital enter-
prise.

(4) The income tax for sale profit will be reduced or abated upon
application, if the person liable to taxation acquired the sold share
in the capital enterprise within the last 3 years hefore the sale took
place and in consequence of this acquisition paid inheritance tax.

(5) Liosses which have arisen in connection with the sale of shares
in a capital enterprise must lmt, be compensated for upon the deter-
mination of the income (art. 2, par. 2).

C. INDEPENDENT WORK (ART. 2, PAR, 3, NO. 3)

Arr. 18. (1) The following are considered to he income from inde-
pendent work:

1. Income from liberal pmfox\mn\ The liberal professions include
in particular scientific, artistic, literary, teaching, or educational
activities, the professional activities of physicians, ]a\\'yem and public
notaries, engineers, architeets, commercial chemists, medical prac-
ticians, 1cnt1>ts, gcomotms, chartered ace u'lnt‘mts, tax advisors,
accounting experts, and of similar professions;

2. Receipts of State-lottery collectors, if they are not receipts from
business enterprises;

3. Receipts from other independent work, such as, for instance,
remuneration for the execution of a will, for trusteeship, and for
activities as member of a board of directors

(2) Receipts coming within the purview of paragraph 1 are liable
to taxation even if such activities are only of a temporary nature.

(3) As reccipts from independent work shail also be considered
profits which have been made through the sale of & property serving
such independent work or upon the abandonment of such activitics.,
The income tax for profits in the meaning of sentence 1 will, upon
application, be reduced or abated, if the person liable to taxation
acquired the sold property within the last 3 years hefore the sale took
place and in consequence of this acquisition paid inheritance tax.

D. NONINDEPENDENT WORK (ART. 2, PAR. 3, NO. 4)

Arr. 19. (1) Receipts from nounindependent work include the
following items:

1. Salaries, wages, gratuities, royalties, and other remuncrations
and ndvmt.mos eranted for activity m pul)ll(' or private service;

2. Intermediate salaries, pensions, widows’ and orphans’ [)(‘lthllb
and other remuneration or advantages aceruing from former services.

It is immaterial whether the receipts are current or single and
whether any legal title to them exists.

(2) Receipts Trom nonindependent work do not include the following
1tems:

1. Moneys and sums in reimbursement of outlays made by the
employees for the cmployer;
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2. Amounts which are paid to persons in private service for travel-
ling and transportation expenses and outlays, insofar as they do not
exceed the actual expenses incurred.

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

ArT. 20. To receipts from capital assets belong the following items:
Profit shares (dividends), interest, profits, and other lecelpts
from bonds, mining shares, })I(‘flt—%lml'lnﬂ‘ certificates, shares in
limited liability companics, i profit and cooperative associations,
in colonial companies, from shares in the Reichsbank, and mining
enterprises having the rights of juridical persons;

2. Receipts from partnership in a business enterprise as silent
partner;

3. Interests from mortgages and loans on landed property and
income from rent annuities cn property liens. In connection with
amortization of mortgages and amortization of loans on landed
property, only that part of the payment shall be liable to taxation
which is to be considered as interest payment on the remainder of the
capital at the time;

4. Interest from other capital claims of any kind, for instance,
from leans, investments and credits with savings banks, banks, and
other credit institutions;

5. Discounts on notes and bills, including treasury bills.

(2) To receipts from capital assets belong also:

Special remuneration or advantages granted in addition to or
in licu of the receipts mentioned in paragraph 1;

2. Receipts frem s=ale of dividend warrants, coupons, and other
(interest or dividend) claims, if the stocks, bonds, or debentures,
or other share claims are not sold therewith.

(3) Inso.or as receipts of the kind mentioned in paragraphs 1 and
2 appertain to receipts from agriculture and forestry, from business
(\ntel;ri\a\, from independent work, or from letting and leasing,
they sl.eli Le added to such receipts.

F. LETTING AND LEASING (ART. 2, PAR. 3, NO. 6)

Arr. 21. (1) Income from letting and leasing includes:

Receipts from letting and leasivg of real proporty, espeecially of
land, buildivgs, parts of buildings, ships registered in a ship register,
and of titles co nming within the purview of the civil law regarding real
estate (for instance, building lease wlich can be inherited or sold,
ixvherit(d rights or rights of mheritance, mineral exploitation rights);

Roce1pt~ {rom lﬂttmgr ard leasing of possessed objeets or collec-
tlons of objects, especis Lll\' of the movable working assets of a business;

3. Receipts from time-limited trensfers of rights, especially of
literary, artistic, and commercial copyrights, of business experience,
and of rigl ts or privileges on, and revenues from land

4. Recelpts {rom tue saie of claims upon rents and leases, even
when the receipts are included in the sale price of real estate and the
rent aud lease payvire ts refer to a period of time when the seller was
still the owner.

(2) To receipts from letting and leasing belongs also the utility
value of & dwelling transferred To the person lizhble to taxation entirely
or partially free of charge, including any other space and/or garden
that may belong thereto.
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(3) Receipts of the kind mentioned in paragraphs 1 and 2 shall be
added to given categories of income insofar as they are appropriate
thereto.

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

ARrt. 22. Categories of income.—Other income includes:

1. Recurring receipts, insofar as they do not belong to other cate-
gories of receipts (art. 2, par. 3, Nos. 1 to 6) in particular:

(a) Hereditary revenues;

(b) Personal annuities, life-annuities, annuities for a certain
number of years, and other non-hereditary revenues;

() Subsidiary payments and other privileges granted as recurring
revenues. 1f such granting is voluntary or to a person legally entitled
to maintenance, 1t shall not be charged to the receiver, if the donor
is unlimitedly liable 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 are not liable to taxation, if they amounted to less than
300 reichsmarks during the calendar year. If professional outlays
exceed receipts, the amount in excess shall not be compensated upon
determination of the income (art. 2, par. 2).

Arr. 23. Speculative  transactions.—(1) Speculative transactions
(art. 22, No. 2) are:

1. Sales transactions, where the period of time between purchase and
sale amounts to: '

(@) Not more than 2 years, for real estate and titles subject to the
provisions of civil law concerning real estate (for instance, building
leases which can be inherited or sold, inherited rights or rights of
inheritance, mineral exploitation rights;

() Not more than 1 year, for other economic goods, in particular
for stocks and bonds.

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

(2) Receipts from the sale of the following are not to be considered
(as speculative transactions):

1. Debentures and mortgage 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) or additional interest which depends upon
the amount of the profit distribution of the debtor, or have been
acquired abroad by the person liable to taxation;

2. Claims registered in a German domestic public debt-book;

3. Preferred shares of stock of the German Federal Railroad Co.

(3) Speculative transactions shall not be considered to comprise
the sale of property items, the value of which has to be entered as
income within the meaning of article 2. paragraph 3, Nos. 1 to 6.

(4) Profit or loss from speculative transactions is the diflerence
between the sale price on one side and the purchase or production
price and the professional outlays on the other side. Profits from
speculative transactions remain tax-free, if the total profits made from
speculative transactions within the calendar year amount to less than
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1,000 reichsmarks. Losses from speculative transactions shall only
be compensated up to the amount of the profit from speculative
transactions which the person liable to taxation has made in the same
calendar vear.

H. JOINT PROVISIONS

Art. 24.—To reeeipts within the meaning of Article 2, paragraph 3,
belong also:

1. Indemnifications which have been granted:

(a) As compensation for lost receipts or receipts being lost;

(b) For the abandonment or nonperformanee of an activity, for the
relinquishment of profit-sharing or of a title to the latter.

2. Receipts from a former aetivity within the meaning of article 2,
paragraph 3, Nos. 1 to 4, or from a former contractual relationship
within the meaning of article 2, paragraph 3, Nos. 5 to 7, when such
receipts acerue to the person liable to taxation as a legal successor.

II1. ASSESSMENT

ART. 25. Assessment for the calendar year.—(1) Assessment for in-
come tax shall be made after expiration of the calendar year for that
income which the person liable to taxation has received during that
calendar year, unless no assessment is to be made in aceordance with
article 46.

(2) If the liability to taxation did not exist for the whole calendar
year, that income shall be considered which has been received during
the period of tax liability. In sueh a case the assessment may take
place immediately after cessation of the liability to taxation.

ART. 26. HHouschold taration: IHusband and wife.—(1) Husband and
wife shall be assessed jointly, as long as both are unlimitedly liable to
taxation and they do not permanently live separated. The joint
assessment shall be made for the ealendar year for which the eonditions
of sentence 1 existed for at least 4 months.

(2) For a jomt assessment the mcome of both husband and wife
shall be eonsidered together in their total amount.

Armr. 27. [ouschold taration: Children.—(1) The head of a house-
hold and those of his children for whom le is granted a tax reduction
under article 32, paragraph 2, No. 2, will be assessed jointly, as long
as he himself and the children are unlimitedly liable to taxation.

(2) In ease of joint assessment the income of the head of the house-
hold and that of his children shall be considered together in their total
amount.

(3) Income from nonindependent work (art. 2, par. 3, No. 4) per-
formed by the children for some other enterprise which does not con-
cern the head of the household shall not be considered for the joint
assessnient.

Art. 28. Taration in case of joint property after succession.—In case
of succession to joint property all receipts from the joint property
shall be eonsidered as mmeome received by the surviving husband or
wife, if he or she is unlimitedly lable to taxation.

ART. 29. Average rates—(1) Average rates may be fixed:

1. FKor the determination of the profit from agriculture and forestry,
from business enterprise, or from independent work;

2. Tor the determination of the excess cf the income above the
expenditures incurred for the aequisition, securing, and maintenanee
in connection with letting and leasing.
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(2) The average rates shall be used:

1. For the determination of profit, if—

(@) The turn-over does not exceed the limits set by the Federal
Minister of Finance, and

(b) Proper books have not heen kept or the books give reason to
suspect that they may present actual inaccuracies;

2. For the determination of receipts from letting and leasing, if no
proper record is kept of the professional outlays or the records give
reason to suspeet that they present aetual inaceuracies.

(3) The utility value of residence in one’s own house may be
determined as a percentage of the last fixed unit value of the real estate.

(4) No objeetions can be made by the person liable to taxation on
the ground that the average rates are considered too high.

Arr. 30. Turation in case of connections abroad —The Provineial
Revenue Office mayv fix a himp swn of income tax for income from
agriculture and forestry. from husiness enterprise, or from independent.
W 0r1\ without considering the sum shown (to be real true income), if
speci ial direct or indirect economic relations of the enterprise with a
person who is not at all or only limitedly liable to taxation in Germany
render possible a reduction of the profit. The Provinecial Revenue
Office will decide at its own discretion.

Art. 31. Fived lump-sum tavation.—The Federal MNinister of
Finance may

1. Fix the income tax of persons who through immigration from
abroad become unlimitedly liable to taxation, in a fixed lump sum for
a period of time up to 10 years {ollowing the establishment of the
unlimited liability to taxation:

2. Regulate the taxation of officials on duty abroad in deviation
from the general provisions and regulations.

1V. TARIFF (TAX RATES)

Arr. 32. Table of income tar (ratcs)—(1) The income tax to be
assessed will be figured in accordance with the table appended hereto
as appendix 1 (mcomo tax table).

(2) For the use of the income-tax table the following shall apply:

1. Single persons are persons liable to taxation who were unmarried
at the hoommnfr of the calendar yvear. However, they shall not be
considered single:

(a) 11 within the calendar year they were married for a period of
at least 4 months;

(b) If they were widowed or divorced and a child has been born
of their marriage;

(¢) If they are "entitled to exemptions or reduetions for children;

(d) If they are orphans under 25 vears of age and are being trained
for a profession,

A person liable to taxation is entitled to tax reduction for children
for those of his minor ehildren who during the period of his liability
to taxation, belonged to his houschold for at least 4 months within
the calendar vear. The tax reduction for children may, upon appli-
cation, be Ul.lllt(‘d for children who, no longer minors, at the expense
of the person lable to taxation, are being “educated or trained for a
profession and ave still under 25 years of age, even if they do not
belong to the household of the person liable to taxation. Children
within the meaning of this provision, shall be considered to include
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stepchildren, adopted ehildren, and foster-children,” and their off-
spring, as well as the taxpayer’s own offspring.

Arr. 33. Speeial economic conditions—Upon assessment, extraor-
dinary cconomic conditions which considerably influence the tax-
paying ‘apacity of the person liable to taxation may, upon applica-
tion, be considered for a reduction of the income tax, if the income
does not exceed 20,000 reichsmarks. This amount is inereased to
30,000 reichsmarks for those persons liable to taxation wlm are granted
reductions for more than two children (art. 32, par. 2, No. 2). As
extraordinary economie conditions within the meaning of sentence 1
s]mll be considered unusual burdens arising—

Through maintenanee of children or needy relatives, even if
thev do not. belong to the household of the person liable to tﬂ\ntlon

2. Through other necessary expenditures which do not belong to
the %povml e\p(‘mhtmo s within the meaning of article 10, in partlcu}m
expenditures on account of sickness, (lc‘ltll, or aceident.

Art. 34. Tar rate in case of ertraordinary receipts.—(1) If the
incoime exceeds 6,000 retehsmarks and eontains extraordinary receipts,
the income tax rate shall be ﬁxe(l upon application, for the extraor-
dinary receipts, at from 10 to 25 pereent; for %lll"]e people at from
15 to 35 percent of such extraordinary receipts. For the other
receipts the income tax table shall be applied.

(2) Extraordinary reeeipts within the meaning of paragraph 1
comprise only the following:

1. Receipts representing eompensation for an activity extending
over a period of a number of years;

2. Sale profits within the meaning of articles 14, 16, 17, and article
18, paragraph 3;

3. Indemnifications within the meaning of article 24, No. 1;

4. Interest received in accordance with articles 14, 34, and 43 of
the Law eoncerning the Redemption of Publie Loans, dated July 16,
1924 (Rmclwrewtzhlatt 1, p. 137) upon redemption of the right to
partieipate in drawings.

(3) The tax rates provided for in paragraph 1 shall, upon appliea-
tion, also be applied to receipts of extraordinary vields from forest
property, if no survey of the stock in standing timber has been made.
Extraordinary yields from forest property shall be considered to in-
elude, without regard to the type of enterprise, all yields presented
by economic causes which exeeed the regular annual yields to be ob-
tained in accordance with the [)III](‘I[)le of forestry.  In eonneetion
with forestry vields in consequence of force majeurce (iee, storm, snow,
insects, or firc) the income tax to be paid under paragraph 1 shall be
reduced to one-half.

V. PAYMENT OF TAXES
1. PREPAYMENT

Arr. 35, iration and discharge of prepayments.— (1) The person
liable to taxation shall make (partial) prepayments on account of his
income tax on Mareh 10, June 10, September 10, and December 10.
Each (partial) prepayvment must be in the amount of one- -quarter of
the last assessed income tax. Persons liable to taxation, whose
income in its major part results from agriculture and foumtly, shall
pay on Mareh 10 and June 10 one-quarter each, and on Deeember 10
one-half of the last assessed income tax.
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(2) If, in the mncome forming the basis for the assessment, sueh
receipts are contained as are sub|e(‘t to tax deduction (arts. 38 to 45),
the prepayments shall be based on that amount by which the lixed
income-tax debt exceeds the amount of the tax deductions ealculated
aceording to article 47, paragraph 1, No. 2.

ART. 36. Prepayments in special cases. —(1) If a tax lability arises
only in the course of a calendar year, the (partial) prepayments which
must be made after receipt of the first tax notice shall be based upo
that ineome which presumably will be received in the 12 months follow-
ing the establishment of the tax liability.

(2) If the pertod of time for which a tax notice i1s given is less than
a calendar year (par. 1), future prepayments shall be fixed in accord-
ance with that tax which would be .1])phcable to a whole yvear’s income
calculated at the rate of the income serving as the basis for the tax
notice.

Art. 37. Inerease and reduction of (partial) prepayments.—(1) Pre-
payments may be increased if the reeeipts not subject to tax deduetion
will presumably exceed by more than one-fifth, at least by 2,000
reichsmarks, however, those receipts forming the basis for the last
assessment whieh were not subject to tax deduction.

(2) Prepayments may be reduced if the person liable to taxation
proves that his receipts which are not subject to tax reduction will
presumably be lower by more than one-fifth, at least, however, by
1,000 reichsmarks, than those receipts forming the basis for the last
assessment which were not subject to tax deduections.

2. Tax Depucrions From Waces (Wage Tax)

Arr. 38. Payment of wage tares.—(1) In connection with ineome
from nonindependent work the income tax will be colleeted through
deduetion from wages (wage tax). The employer shall deduct the
wage tax for the employee from each wage payment and shall remit
same to the tax office.

(2) If the wages consist wholly or partially of payments in kind
(art. 8) and the wages paid in cash are not suflicient to pay the taxes,
the employee has to pay to the employer that amount which will be
necessary to cover payment of the wage tax. Il the employee should
fail to :]0 this, the employer shall retain the respective part of the
payment in kind ac cording to his judegment and then pay the wage tax.

(3) The employee, in addition to the employer, shall be liable for
thc wage tax only-—

If the employer has not deducted the tax from the wages aecord-
in(r to the 1 canlations, or

2 If the emplowe knows thot the employer does not remit the
deducted wage tax according to the regulations and does not inform
the tax oflice of this fact immediately.

AwrT. 39. Determination of wage tar.—(1) The wage tax for wages
paid monthly shall be figured according to the table appended lmoto
as appendix 2 (wage-tax table). If wages are paid for a pericd of
time other than a mm\th, the wage rates and the w age taxes shall be
fractions of the amounts of the wage tax table, 1. ¢.:

For not more than 4 working hours . S

For more than 4 working hours, but not more than 1 \\07]\1'10 (lw : - Y
For a full working week e e T . g SN
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(2) For the adaption of the wage-tax table the following shall
apply:

1. Single persons are employees who are not married. The follow-
ing shall not be eonsidered single:

(@) Widowed or divorced employees from whose marriage a child
was born;

(b) Employees entitled to tax reduction for children;

(¢) Kull orphans (neither of whose parents is living) under 25 years
of age who are receiving education or training for a profession or
occupation;

2. Employees with minor children belonging to their houseliold
(art. 32, par. 2, No. 2) shall be entitled to tax reduetion for children.
Sueh reduction may, upon apphication, also be granted for ebildren no
loveer minors (art. 32, par. 2, No. 2) who are being trained for a pro-
fessi v oor ocenpation at the expense of the employee and who are
under 25 yoars of age, even when they do not belong to the household
of the employvee.  Tax reduetion for children will only be granted for
children who are unlimitedly hiable to taxation.

(3) For the family status (par. 2), the conditions on the key day
of the establishment of the family status before the beginning of the
calendar year shall be considered and registered on the tax card
(art. 42).  Should the number of the members of the family increase,
the town or nmicipal authorities shall, upon applhieation, make the
supplementary registration on the tax eard.  Such supplenient shall
only be considered upon that payment of wages at which the supple-
n:ented tax card is presented.

(4) The Federal Nimister of Finance will determine the amount of
the wage taxes:

1. If the employee does not hand »sny tax card to the emplover
(art. 42);

2. Il the employee is at the same time engaged in employment in
different places;

3. Il the wife of the employee, without heing permanently separated
from her husband, holds employment;

4. If the period of time for which the wages are paid cannot be
determined.

Anr. 40, Determination of wage tax in connection with other recei pts.—
I the employee, in addition to the eurrent wages, receives {from the
same employvment other receipts, especially lump summ receipts, suel:
as dividends, bonuses, ete., the wage tax to be levied from such addi-
tional rececipts shall be:

1. For a single employee (art. 39, par. 2, No. 1) 16 pereent;

2. FFor other employees:

(a) M they are granted no tax veduction for ehildren (art. 29, par.
2, No. 2), 10 percent;

(b) 1f they are granted tax reduction for children (art. 39, par. 2,
Nos2i:

For one child, 8 percent.

For two children, 6 pereent.

For three children, 3 percent.

TFor more than three children, 1 percent.

Awr, 41, Consideration of speeial eireumstances.—(1) Upon applica-
tion of the employee the following antounts shall be dedueted from
the wages for the caleulation of the wage tax:
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If the professional outlays (art. 9) which are made in conneetion
with the receipts from nonindependent work, and the special expendi-
tures within the meaning of articles 10, paragraph 1, Nos. 2 to 5, and
paragraph 2, in their total, exeeed 40 reichsmarks per month, the
amount thus exceeding 40 reichsmarks;

2. Special expenditures within the mmning‘ ol article 10, paragraph
1, No. 1;

3. 1 special cconomic conditions considerably diminish the tax-
paying capacity of the employee (art. 33), an amount to be deter-
mined by the Federal Tax Oflice according to its judgment.

(2) The Federal Tax Oftice will enter on the tax card the amount to
be considered for deduction from wages in accordance with paragraph
1 (art. 42). The deduction shall nan bhe made upon that payment of
wages at which the employer has been presented the tax card with
such entry made thereon.

(3) The employee shall apply for a reetification of his tax eard
(art. 42), il he dismisses a lemale domestie servant for whom he
receives a tax deduction in accordance with paragraph 1, No. 2, and
does not hire a new one within I month.  The employee is liable for
the wage tax which has not been levied in consequencee of the tax eard
not having been rectified.

Arr. 42, Tar card. Belore the heginning ol the ealendar year or
the taking over of a new position the mnployoc shall, for the fixation
of the wage taxes, apply for a tax card from his municipality which
tax card he must hand over to the cmployer. The employer shall
keep this tax eard during the period of serviee of the employee and
shall return same to the employee at the end of the calendav vear or
upon termination of the employment.  The Federal Minister of
Finance may order that a different procedure be followed.

3. Tax Depuemon From Cavrran Yienny (A1 mue Sourcr) (Tax oN CAPITAL
YikLn)

Awr. 43, Capital yiclds subjcet deduction of tar. —(1) The following
domestic capital yields will be subject to income tax through deduetion
(.‘lt the souree) from the capital vield-(tax on capital Vlclml)

. Profit shares (dividends), interest, exploitation and other reve-
nues from stocks and shares, mining shares, profit sharing certilicates,
shares in limited liability companies, in profit companies and mupcr
ative associations and eolonial t()ll][)dlll( s or associations, from shares
in the Reichsbank and in mining associations having the rights ol a
juridical person, with the exception of dividends from preferential
shares of the German Federal Railroad (o

Revenues from partnership in 2 husiness enterprise as silent
par an

(2) Capital vields lable to taxation shall also be considered to
include renmuneration or privileges which are granted in addition to
or in licu of capital yields mentioned in paragraph 1.

3) Capital yields are to be considered as (!()nl(‘\[l(‘ (‘b|)lld.] vields,
it the debtor bas his (t=) domicile, management, or seat in (x(‘l]ll(lﬂl_\'.

Awr. 44, Firation and payment of the e on r'l//n(u/ yield. (1) The
debtor shall retain for the creditor the tax on eapital vield in the
amount of 10 pereent, of the wmount of the eapital vield.  He hes to
make the tax deduction within that period of time in which the
capitel yields cecrue to the creditor vvd <hall rerit the retained tax
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amounts to the tax office within 1 week. The tax deduction shall
also be made i cases where the capital yiolds belong to the ereditor’s
revenues in the eategories of income from agriculture and forestry,
from business enterprises, [rom mdependent work, or from letting
and leasing.

(2) Tax deduetion shall be nmade from the full amounts of the
capital yiekl without any deduction (or tax-free exemption).

(3) The ereditor, in addition to the debtor, shall oniy be liable for
the tax on eapital yield:

1. U the debtor has not made the deduction from the capital yield
according to the regulations;

2. If the ereditor knows that the debtor has not remitted the
retamed tax on capital yield aceording to the regulations and has
not immediately mtormed the tax oflice accordingly.

4. Tax Depuvcerion From OrHEr REVENUES (AT THE SOURCE)

Anrr. 45. The Federal Minister of Finance may determine to what
extent the tax levy is to be made through deduetion (at source) pro-
cedure in connection with income other than from nonindependent
work (art. 38) and from capital yield (art. 43).

- 5. AssessmeNT 0¥ Recetrrs Liasue 1o Tax DebucrtioNn (AT THE SOURCE)

Anrr. 46. (1) I the income consists totally or partially of receipts
which have heen subject to tax deduction (at the source), the person
linble to taxation shall be assessed upon the income:

1. I the income exeeeds 8,000 reichsmarks;

2. If the receipts from which no tax deduetion (at the source) has
been made exceed 300 reichsmarks;

3. 1 the person liable to taxation is single and his income includes
receipts liable (o tax on eapital yield in an amount exceeding 1,000
retchsmarks.

(2) If the limits set in paragraph one are not exceeded, no assess-
ment shall take place.  The income tax of those receipts which are
subjeet to tax deduetion (at the source) shall be considered as eleared
ol for the drawer of such receipts, if his hability has been terminated
(art. 38, par. 3, art. 44, par. 3).

(3) In the assessnient, a lump sum of at least 200 reichsmarks shall
be dedueted for professional outlays in conneetion with reeeipts [rom
nonindependent work.  Article 10, paragraph 1, shall he applied
accordingly.

6. I'iNnAL PaymenT

Art. 47, (1) To the income tax debt, the following shall he eredited :

1. 'The prepayments made for the ealendar year;

2. The amounts retained through tax deduction (at the source)
isolar as they refer to income received during the calendar year.

(2) If the amount of the income tax debt is larger than the total
of the amounts which are to be credited under parageaph 1, the
dilferenee shall be paid within 1 month after receipt of the tax notice
(final payment).  That part of the final payvment which corresponds
to prepayments whick have fallen due within the ealendar year but
which have not been paid shall be paid inunediately.
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3) If the amount of the income tax debt 1s smaller than the total
of the amounts which are to be credited under paragraph 1, the
difference shall be compensated for through credit or refund alter
receipt of the tax notice.  Amounts which have been retained through
tax deduction (at the source) will not be restored.

VI. TAXATION ACCORDING TO CONSUMPTION

Anrr. 48. (1) The person liable to taxation may be taxed according
to (his) consumiption, il such consumption exceeded 10,000 reichs-
marks in the calendar year and exceeds the income by at least 50
percent.  The amount of 10,000 reichsmarks shall be mereased by
2,000 reichsmarks for each child for which the person liable to taxa-
tion 1s granted a reduction for children in accordance with article 32,
paragraph 2, No. 2.

(2) Consumption comprises all expenditures which the person
Hable to taxation has to make [or his hiousehold, for his standard of
living and that of the members of his fanuly.

(3) Consunmiption shall not comprise:

1. Special expenditures (art. 10, par. 1);

2. Income and property taxes;

3. Expenditures for trousseans and equipment, mnsofar as they
have not exceeded the standard corresponding to the econonne cir-
cumstances ol the person liable to taxation;

4. Expenditures for political, scientifie, artistic purposes, or for
charity or public utility;

5. Expenditures caused by sickness, deaths, or accidents, or by
physical or mental defects or infirmities;

6. Expenditures resulting from the birth of a child;

7. Extraordinary expenditures caused by the maintenance or edu-
cation ol a child or by the maintenance of a destitute relative;

8. Expenditures from soeial purposes for employees or former eni-
ployces or for thetr relatives;

9. That part of the consumption which the person hable to taxation
has covered:

(@) From income on which he has paid tax in the last three years
but which he has not used up;

(b) From receipts which according to article 3 are tax-free, or from
receipts which aceording to article 22, No. 1, (¢), sentence 2, shall net
be taken into consideration for the person lable to taxation.

(4) The inconme tax based on consumption shall be only one-half of
the tax provided for in the income-tax table. I the amount of tax
thus calenlated is smaller than the amonnt of tax which would be
payable on the basis of the income, then the income, and not con-
sumption, shall be the basis for the taxation.

VII. TAXATION OF PERSONS LIMITEDLY LIABLE TO TAXATION

Arr. 49, [ncome limitedly liable to taration.  Domestic receipts
within the meaning of the hmited lability (provisions) for income
taxation (art. 1, par. 2) are:

1. Receipts from agriculture and forestry enterprises operated in
Germany (arts. 31 and 14); g

2. Receipts from a business enterprise (arts. 15 and 16) for which a
place of business is maintained in Germany or a permanent representa-
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tive is engaged in Germauny, and receipts from the sale of a share in a
German capital enterprise (art. 17);

3. Receipts from independent work (art. 18) which has been or is
being executed or utilized in Germany;

4. Receipts from nonindependent worlk (art. 19) which has been or is
being executed or utilized in Germany, and receipts drawn from
domestic (German) public pay oflices including the pay offices of the
German Federal Railread Co. and the Reichsbank resulting from
e\'lstmo or former services;

R(‘(‘(‘l])tb from ca pml property within the meaning of artiele 20,
pamgl aph 1, Nos. 1 and 2, if the debtor has his (lonucde, manage-
ment, or main oﬂire in Germany and receipts within the meaning of
article 20, paragraph 1, Nos. 3 and 4, if the capital property directly
or indireetly is secured by domestic (German) ‘real estate, domestic
(German) titles subject to the provisions of the civil laws regarding
real estate, or by ships registered in a domestic (German) ship register.
Dividends from preferential shares of the German Railroad Co. and
interest from loans and claims registered in a public debt-book or for
wlm b fractional bonds or debentures have been issued are exempt;

Receipts from letting or leasing (art. 21) if the immovable prop-
er ty, movable property or titles are situated in Germany or registered
1 a German public book or register or are utilized in a place of business
in Germany;

Other receipts within the meaning of article 22, No. 1, insofar as
they are subject to tax deduction (at source) (art. 45);

8. Other receipts within the meaning of article 22, No. 2, insofar as
they concern speculative transactions with domestic (German) titles
which are subject to the provisions of civil laws regarding real estate.

ArT. 50. Special requlations for persons (imitedly Tiable to taration.—
(1) Persons limitedly liable to taxation are only allowed to deduet
professional outlays (art. 9) insofar as these stand in economic con-
junetion with domestic (German) income. The provisions of article 10
(special expenditures), article 33 (special economie conditions), and
article 34 (tax rates for extraordinary receipts) arve not applicable.

(2) In conmeetion with receipts subjeet to tax deduetion (at source),
and receipts within the meaning of article 20, paragraph 1, Nos. 3
and 4, no compensation with receipts front other categories of income
sliall be permitied for persons limitedly liable to taxation.

(3) The income tax for persons limitedly liable to taxation, insofar
as they are assessed, shall be ealeulated on the basis of the tax for
martied persons without ehildren.

(4) The income tax for receipts which are subject to tax deduction
from wages or capital vield (at source thereof) shall be considered as
already <ottlod 1111011011 the tax deduction for persons limitedly hable
to taxation. The amount of the wage tax will be determined by the
Federal Minister of Finanee.

(5) The Tax Oflice may, for persons limitedly liable to taxation,
abate the income tax totally or partially or fix a lump sum (tax) if
suitable for reasons of national economy or if a specific caleulation
of the income proves especially diflicult.

(6) The Tax Office may levy the income tax on receipts limitedly
liable to taxation by means of a tax deduetion (at the source), insofar
as they are not already subject to tax deduction aceording to articles 38
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to 45, if this seems advisable for the security of the tax elaim. The
Tax Office will, in this connection, determine the amount of the tax
deduction.

VIII. TRANSITIONAL AND FINAL PROVISIONS

Art. 51. (1) The law shall be applied for the first time to assess-
ments for the calendar year 1934. For assessments for the calendar
years 1934 and 1935 the following substitutions shall be made in
article 13, paragraph 3: The amount of 8,000 reichsmarks shall be
replaced by 12,000 reichsmarks; the amount of 3,000 reichsmarks
shall be replaced by 6,000 reichsmarks.

(2) The regulations regarding the wage tax shall be applied to those
wages which are paid for services rendered after December 31, 1934,

(3) The regulations regarding the tax deduction from capital yield
and other income shall be applied to receipts which accrue to the
persen liable to taxation after December 31, 1934.

Art. 52. (1) The provisions regarding the marriage subsidy (tax)
levied from empleyees receiving wages or salary (see. V of the lLaw
for the Alleviation of Unempleyment, of June 1, 1933, Reichsgesetz-
blatt I, p. 323) shall not be applied in connection with wages received
after December 31, 1934,

(2) The marriage subsidy (tax) levied from assessed persons (sec. V
of the Law for the Alleviation of Unemployment, of June 1, 1933,
Reichsgesetzblatt 1, p. 323) shall not be levied on those receipts which
form the basis for the assessment for the calendar year 1934 or a later
calendar year.

(3) The marriage subsidy (tax) already paid for the calendar vear
1934 shall be credited to the income tax debt fixed for the calendar
year 1934.

Art. 53. (1) For those persons liable to taxation for whom, on the
basis of the Law Regarding Income Taxation for 1933, of December
21, 1933 (Reichsgesetzblatt 1934, pt. I, p. 1), the income tax has been
based on a tax period deviating from the calendar year 1933, the in-
come tax debt shall be inereased for the calendar yvear 1934 by one-
twelfth for each month elapsed from the end of the tax period 1932-
33 until December 31, 1933.

(2) The following shall be credited against the tax debt inereased
under paragraph 1:

1. Prepayments on income tax and marriage subsidy (tax) of the
assessed persons, made for the period between the end of the tax
period 1932-33 and the end of the ealendar year 1934;

2. Amounts retained through tax deduction (at source), insofar as
they pertain to receipts drawn during the period between the end of
the tax period 1932-33 and the end of the calendar year 1934.

ApoLr HITLER,
The Leader and Chancellor.
GrAF SCHWERIN VON KROSIGK,
The Federal Minister of Finance.
BeruIN, October 16, 1934.
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2. Acr oF FEBRUARY 1, 1938, AMENDING THE INcoME Tax Law
(Translation source: Reichsgesctizblatt, part [, No. 9, February 4, 1938.)

The government of the Reich has passed the following law, which is

hereby promulgated:
SECTION I

The Income Tax Law of October 16, 1934 (Reichsgesetzblatt, Part
I, p. 1005), is amended as follows:

1. In Article 4

(a) the following sentences are inserted as paragraph 2:

(2) The taxpayer may alter the statement of his resources and liabilities (balance
sheet) even after itx presentation at the tax office if it should not correspond to the
principles of proper bookkeeping in accordance with the provisions of this law.
Otherwise any alteration of the statement of resources and liabilities (balance
sheet) is permissible only with the approval of the tax office or, in any legal pro-
cedure, only with the approval of the respective legal authority;

(b) paragraphs 2 and 3 become paragraphs 3 and 4.
2. Article 5 1s amended to read as follows:

ARTICLE 5
PROFIT IN CONNECTION WITH ACCREDITED MERCHANTS

For business men whose firms are entered in the Commercial Register such
working asscts are to be considered at the end of the year of operation (Art. 4,
par. 1, sent. 1) a= are indicated in accordance with the principles of proper book-
keeping. The provisions relating to withdrawals from and additions to working
asscts (Art. 4, par. 1), the permissibility of altering the balance sheet (Art. 4, par.
2), operating expenses (Art. 4, par. 4), and valuation (Art. 6) shall be adhered to.

3. In Article 10, par. 1 :
(a) cipher 3 1s amended to read as follows:

3. Taxes levied by semi-governmental religious communities (church taxes).
The deduction may not exceed two pereent of the total income (after writing
off losses):

(h) the following ciplhier 6 is inserted:

6. for bookkeeping farmers and foresters and for business men who keep books
in accordance with the provisions of the Commercial Code, the losses arising
from agriculture or forestry or the condncet of the business in the two preceding
years of operation, insofar as these have not been written off or deducted in the
assessment for the preceding calendar vears. The amount of the loss is to be
ascertained in accordance with the provisions of Arts. 4 to 7.

4. Article 32 is amended to read as follows:

ARTICLE 32
INCOME TAX SCALE

The income tax to be assessed shall be caleulated in accordance with the table
appended hercto as Appendix 1 (income tax scate). This shall be in accordance
with the following provisions:

1. Single persons for this purpose are persons who were not married at the
beginning of the calendar year or for a period of at least four months during the
calendar vear. Exceptions arc:

(a) Persons who are entitled to reductions for children;

(b) Men who completed their 65th vear at least four months before the end of
the calendar vear, and widowed and divorced men from whose marriage a child
which is not a Jew has resulted or who have completed their 50th year at least
four months before the end of the calendar year;

(¢) Women who at least four months before the end of the calendar year have
borne a child which is not a Jew or have completed their 50th year;
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(d) Orphans who have not yet completed their 25th year and are being trained
for a vocation. These conditions must have existed simultaneously for at least
four months in the calendar year.

2. The taxpayer is entitled to reduction for children who, during his liability
to taxation, were minors for at least four months in the calendar year and belonged
to his household during this time. A reduction for children will be granted on
application for children, no longer minors, who have been trained for a vocation
at the expense of the taxpayer for at least four months in the calendar year and
during this time have not completed their 25th year. Children in the meaning
of this provision shall be considered to include, besides offspring, also stepchildren,
adopted children, and foster-children and thejr offspring. The tax reduction for
adoptive children and foster-children may not exceed 720 reichsmarks for each
child in the casec cf taxpayers who would otherwise be considered as single.

3. For children who are Jews no reduction for children shall be granted.

5. Artiele 33 is amended to read as follows:

ARTICLE 33
EXTRAORDINARY ENCUMBRANCES

In making the assessinent, extraordinary encumbrances which have unavoidably
arisen for the taxpayer and which materially impair his taxpaying capacity will,
upon application, be taken into consideration by a reduction of the income tax.

6. In Art. 34, par. 1 is amended to read as follows:

(1) If the income excceds 6000 reichsmarks and contains extraordinary receipts,
the income tax on the extraordinary receipts shall, upon application, be fixed at
from 10 to 25 percent of such receipts. The income tax scale shall be applied to
the other receipts.

7. In Art. 36, par. 1 is amended to read as follows:

(1) If tax lability arises only in the course of a calendar year, the advance pay-
ments which are to be made up to the receipt of the first tax notice shall be fixed
according to the amount of tax which would presumably result at the first assess-
ment in accordance with Art. 25 and allowing for tax which has been deducted
from wages or salary.

8. Art. 37 1s amended to read as follows:

ARTICLE 37
INCREASE AND REDUCTION OF ADVANCE PAYMENTS

(1) The advance pavments may be increased if the income tax as reduced by
the tax which has been deducted from wages or salary will presumably be more
than one fifth, but at least 300 reichsimarks, greater than the income tax which was
last determined, as reduced by the tax deducted from wages or salary.

(2) The advance payments may be reduced if the taxpayer makes it appear
probable that the income tax, as reduced by the tax deducted from wages or
salary, will be more than one fifth, but at least 100 reichsmarks, lower than the
income tax which was last determined, as reduced by the tax deducted from
wages or salary.

9. In Art. 39, par. 2 and par. 3. sent. 1 are amended to read as follows:

(2) For the application of the wage tax scale the following shall apply:

1. Single persons arc employees who are not married. Exceptions are:

(a) Persons entitled to reduction for children;

(b) Men who have completed their 65th vear, and widowed or divorced men
from whose marriage a child which is not a Jew has resulted or who have completed
their 50th year;

(¢) Women who have borne a child which is not a Jew or have completed their
50th year;

(d) Orphans who have not yet completed their 25th yvear and are being trained
for a vocation.

2. An employee is entitled to a reduction for children for such minor children
as belong to his household. A reduction for children will be granted on applica-
tion for children, no longer minors, who are being trained for a vocation at the
expense of the employvee and have not completed their 25th vear. Children in

78092—38; 2
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the wenning of this provision shall bhe congidered to inelnde, hesides ofTspring,
also step children, ndoplive children, and foster-children and their offspring,

3. or ehildren who are Jews no reduetion for ehildren shall bo granted.

(3 Por determining the fumily status (par. 2) in making out, the tax eard the
conditions on the key day of the vegistering of personal status preeeding the
bheginning of The eadendar year shall be valid,  These conditions shall bhe entered
on the tax card (Arvl, 12).

)

(0. I Avt 1, par. 1 cipher 3 s amended Lo read as Tollows:

3. U extrnordinary enenmbrances have nnavoidaly arisen for the faxpayer and
materindly impaie his taxpaying capacity (Aret. 33), a smn o he fixed hy the tax
otliee af its diseretion,

(o Art 49, cipher 5, (he Tollowing sentenee s ndded:

Ineonie fram honds, however, is subjeel to limited tax linbhility if, besides the
fixed inferest, they involve @ right to conversion into stoeks (convertible honds)
or additionad interest deftermined by (he amonnt of the distribution of profits by
the debtor (profit obligations), and if the debtor lias a residence, bhusiness head-
quariers, or seal in Germany.

12, by Art. 50, pars. 3 and 4 are amended to read as lollows:

2.

(3) o persons linble to limited (axation who are assessed, the income {ax shall
e determined aceording (o Column -0 of the income tax seale (Appendix 1).

S it shall amonnt (o al least 10 pereent of the income,

(1) 1or persons linble to limited faxation, the income tax for income subjeet Lo
dedietion of fax from wages or from yield on ecapital shall be regarded as fully
paid by sueh deduetion, it the income is not the operating ineome ol a domestic
ciferprise. The amount of fhe wage lax shall be determined by the Reich
Minister of IMinanee,

SUCTION 11

Appendices T and 2 to the Tncome Tax Law (income tax seale and
wage (ax sceale) wre amended as follows:

[, 1for incomes exceeding 100,000 reichsmurks (mean sum) the
assessible income (ax shall be in accordance with Appendix 1.

2. In the wage (ax seale, wage hrackel No. 15 “more than 80.08 91
RN (monthly wage), is veplaced by “nrore than S50 91 RN,

SECTION 111

Art. 6, ciphor 1, sent. 4 of the Income Tax Taw shall apply only
y O ) 121 )

to ttems of property which were ovdered belore October 1, 1937,
SECTION 1V

(1) This Taw shall he upplied for the lirst time ot "the assessiment
for the calendae yenr 1937, oxeepl that Section 1) eipher 3, letter b
shall be wpplied for the first Gime at the assessment Tor the ealendar
yeur [U8S.

(2) Por deduction of tax from wages, the provisions of Seetion 1
cipher 3 letter o, cipher 9, and cipher 10 and Section 11 shall be
applied Tor (he fivst thme (o the wagoe payment for wago periods ending
alter December 31, (037,

SUCTION
The Reich NMinister of Finance is cmpowered to republish the
Ineome Tax Law in amended form.
Avone 1hrneg,
The Iuehrer and Reich Chaneellor.
Count ScnweniN von Krostak,
The Reich Miwister of Finance.
Buman, February 1, 1038,
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AverNoix L. Income-tax table (as amended by the et of Pebruary 1, 1958)
(Sce art. 32 of the German income-tax law)

[AM wnonnts I relehemarks]
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1,275 Lo 1,426 . 1, 350 22 N R
LA O Ib e s 1, bt g4
1,676 Lo 1,725 o 1, 660 10 |
1,725 10 1,025 5 1, 800 HK B
1,025 to z,"mL N 2, 100 K2
2 250 Loy 2,600 2,400 112 N
2,1’:50 Lo 2,500 2,700 148 i)
2,800 10 3,100 000 164 2
3,000 Lo 3,450 300 1Y) A0
3,400 Lo 3,800 3, 600 230 hi
1,800 (o 4,200 4, 000 231 (1} 1 13
4,200 Lo 4,060 4, 5oo 204 74 15 1h
4,760 Lo 5,260 5, 000 444 i 17 37
6,250 Lo 6,750 5, H0O 14K 107 14 19
5,760 Lo 6,260 1, 000 402 124 | 2l 21
250 Lo 6,760- 0, 600 i | m 24
0,760 Lo 7,200. 7,000 610 16K 28 | 28
7,250 Lo 7,760 7, 60 715 | 175 | 50 B
7,700 Lo 8,250 A, 000 740 1492 02 42
K,260 10 8,760 K, b0 K35 210 72 72
K760 Lo 9,250 4, 000 910 260 120 J20
9,200 Lo 9,760 . 4, (00 1,015 416 170 (B1)
9,760 10 )0,250 .. 10, 000 1, O8H) 46 220 140
10,260 Lo 10,700 10, £00) 1,166 16 2,0 | 110
10,760 Lo 13,250 11, 000 ), 210 1960 HY/ | 11K
11,250 4o 11,760 SR I 1] 1, 850 Lt KK | 158
IJ,TM) Lo IZ,EUU 2 2,000 1,420 616 44 164
12,600 Lo 13,500 - .. ) 13,000 1, GO0 70 LK 165
13,600 10 14,500 11,000 [, 750 010 700 140y
14,000 L 15,600 15, (16 I T 1, 060 KO0 250
15,000 Lo 16,500 14, Oty 2, 1x0 | 1,210 1, 000 210
16,000 10 17,600 17,000 z 400 | J, 484 1, 150 210
17,500 1o 1%,600 1%, 000 | I, 668 1,412 22
1,000 10 19,500 19, 000 2 K10 1,744 1,492 | 20%
19,500 Lo 20,600 - | 20,000 3, 100 Lo | 1,672 252
20,500 Lo 21,500 21, 000 3, 400 2080 | 1s62 | 20
21,600 Lo 22,500 22,000 A, G2 014 2%
22,500 10 24,506 o | 28,000 i, MK 2,208 0%
24500 L0 24,500 S 24000 4, 180 2, 48K B0K
20,600 Lo 25,500 - | 25,000 1, IR0 2,708 | 0K
20,600 Lo 26,500 ... 20, 000 4, T80) | 2,4914 |} 121
20,600 Lo 27,700 27,000 H, 0%0) [ 4, 204 391
27,0600 Loy 28,500 25, 000 6,450 | 6,020 | 4,230 &, 464 oA
28,500 10 29,500 |29, 000 B, THY) ’,, B0 1,640 8, 724 A4
20,000 Lo .m,,.(m 30, 000 4, 130 5710 4, %30 b, 000 S50
30,600 10 3 |53, 000 GARO | 6060 [ B 150 1, 300) 12
31,500 Lo | 32, 000 6,880 | 6,410 |5, 600 1, 600 120
.'u,rmn Lo 3 ‘ 44, 000 7, 1K0 1, 760} 5, KO 4, 400 124
33,600 Lo 44, 000 7, i 7,110 15, 200 b, 22) 410
34,500 1o | 185, 000 7,580 | 7,400 | 6,660 5, 670 A9
45,600 10 36, | 46, 000 ¥,230 [ 7,810 1 6, 900 B, 420 490
36,000 Lo .57 501) 37, 000 8,080 | K, 160 | 7,260 4, 270 490
37,600 10 35,500 | 3%, 000 K080 | 8 6I0 [ 7,600 03, 620 490
:sn,mm to 39,500 39, 000 1), 2K0) K, KtH) 7, 06 4, 970 490
$0,600 Lo 40,500 A0, 000 ", 1, 130 4, 210 K, 300 7,320 4N
40,600 Lo 41,600 AL,000 | 16, 624 | 10,540 0, 80 £, b 8, G0 ; 7, 670 400
41,600 Lo 42,600 A2,000 1 17,085 | 30,640 1 10,330 9,910 0, 000 8,010 8, 020 A0
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Arrexpix I. ITucome-tax table— Continued

{All amonnts in reichsmarks]

Income (art. 2, pat. 2) The income-(ax amounts in ¢ase of —
SR For each
addi-
Persons who are not considered as single, if they— | tional
Per- | child the
ST . following
il Ara Are allowed deductions for— amounts
sAvere S8 i —— are sub-
Brackets apn s e , ‘ tracted
Amount e ‘ dedhie- | [1‘1‘)1_11 lhf,\
as tions | g 2 chil- | 3 ehil- |4 chil- | 5 chil- !'“\_“l]‘o“ n
single | for ehil-| * ¢ dren | dren | dren dren [P (0‘ umn
dren Y
| 2 | 3 1 5 6 7 S 9 10
- | |

N | 1

More than— [ i ’
42,500 1o 43,000 | 17, 648 110,650 10,260 | 9,350 | 8,560 | 8,370 190
43,500 10 14 44,000 |18, 208 1,030 10,610 | 9,700 | 4,210 | 8,720 1090
44,500 10 - 45,000 | 18, 768 11380 10,960 | 16,050 9, 560 4,070 400
5.5(10 10 16,000 | 19, 328 11,730 11,310 ‘ 10, 100 9, 910 9, 420 490
446,500 Lo 4 47,000 | 1Y, 888 12,050 11, 660 | 10, 760 | 10, 260 0, 77 490
47,500 Lo - B AR, 000 [ 20,418 12,430 12,010 | 11,100 | 10,610 | 10, 120 B
48,500 1o 19,500 __ 49,000 | 21, 008 12, 780 l-, 3601 11,450 | 10,960 | 10, 470 440
49,500 1o 50,500 | 50,000 | 21, 568 13,130 12,710 [ 11,800 | 11,310 | 10,820 490
A0,H00 (0 51,500 51, (00 ? 3,480 0 13,060 | 12,150 | 11,660 | 11,170 490
51,500 Lo 62,600 ... 52, 000 13,410 | 12,500 | 12,010 | 11, 520 490
52,500 10 53, 000 13,800 | 12,850 | 12,360 | 11,870 490
63,500 to 54, 000 11, 200 1 1 200 | 12,710 | 12,220 490
51,500 to 55, 000 15, 150 | 14,600 | 13,560 | 13,060 | 12,570 1090
556,600 to 56, 000 15, 850 15,000 1 13,960 | 13,410 | 12,920 490
56,500 Lo 57, 000 16, 280 | 15,100 14, 360 ' 13, 800 | 13, 270 400
H7.500 {o 58, 500___ 58, 000 16, GRO | 16,250 | 15, 800 | 14, 760 11,200 |13, 640 510
8,600 Lo 14,500 _.1 59, 000 17,080 16,680 | 16,200 | 15,160 | 11,600 | 14,010 560
."l 500 1o 60,500 _ -1 60, 000 17,480 17,050 | 16, 6001 15,560 | 15,000 | 14, 410 560
60,500 to 6 61, 000 17,880 17,480 17,000 | 15, 960 ' 15, 100 l 14, 810 560
61,500 1o 62, 000 18,250 117,880 17,400 | 16,360 | 15,800 | 15, 240 560
wz,snn to 63, 000 S5 IN, 680 | 18,280 47,800 | 16,760 | 16,200 | 15, G40 A60
63.500 1o 61000 | 30,528 19,080 | 18,680 18,200 | 17, 160 ‘ 16, 600 | 16, 040 560
64,500 to 67 65,000 | 31,168 1 19, 180 | 19,080 I8, 600 [ 17,560 | 17, 000 ‘ 16, 440 560
65,500 10 6 6,000 | 31,505 19,880 19,450 19,000 | 17,960 | 17,400 | 16, 840 560
lm,.r(lll 1o 67,500 67,000 | 32,448 20,280 | I 19,400 | 18,360 | 17,800 | 17, 240 560
i7,500 to 68,500 <o | 68,000 | 33, 088 20, 680 19, 500 | 18, 760 | 18, 200 ‘ 17, 640 5tit)
m 500 t0 G500 69,000 | 33,728 | 21,080 120,200 | 19,160 | 18, 600 ; 18, 040 560
00 to Tn,mm e T0L000 .H. 368 21,180 20, 600 | 19, 660 | 19,000 | 18, 440 560
70,500 Lo 71,500 i 71,000 | 3 (l()\ 21, 880 21,000 | 19,960 | 19, 100 | 18,840 560
71,600 1o 72,500 SL72,000 * 22,250 21,400 | 20,360 | 19,800 | 19, 240 560
72,500 to 73,500 ____ . ‘ 73, 000 22, 6RO 21,800 | 20,760 [ 20,200 | 19, 640 560
73,500 10 74,500 ___ 74, 000 d() 92 ’\ \ 22, 200 2[, 160 | 20,600 | 20, 040 )
74,500 10 75,500 ___ | 75,000 | 37, 500 22, 600 LO60 | 21,000 | 20,440 560
75,500 to 76,500 ___ 76,000 | 3%, 000 23, 000 ’I 060 | 21, 100 | 20,840 560
76,500 10 77,500 _ 77.000 | 38, 500 23,400 | 22,360 | 21,800 | 21,240 560
77,000 1o 78,500 78,000 | 39,000 24, 680 23, 800 | 760 | 22,200 | 21,640 H60
7.\,{»()!] 10 74,500 749,000 | 39,500 23, 050 24, 200 , 160 2’ 600 | 22,040 560
749,500 to 80,500 850,000 | 40,000 25,480 | 25,080 | 24, 600 560 | 23, B 560
S(L600 to 81 .F\l)() S1,000 | 40,500 © 25,880 | 25,450 25, 000 3, 960 | S60
81,500 to -« 82,000 | 41,000 @ 26,280 | 25,880 ° 25, 100 360 560
82,500 to 83,000 | (1,500 26, SO ; 26, 280 25,800 | 24, 760 560
83,500 to 81,000 27,080 | 26,6480 26, 200 5, 160 560
81,500 1o 85,5 27,450 | 27,080 26, 600 560 | 28 560
85,500 10 86,500 ___ . _. _,,h\() 27,480 27,000 ‘IIH] 26,100 | 24, 840 560
86,500 1o 87,500 _______ NT, H(l() k s 27,880 27,400 | 360 | 25,8500 | 25, 240 560
87,500 10 88,500 JLsso000 At 000 2 25950 97,800 | 36, 760 200 | 25, 640 560
88500 1o 89,500 8O, 000 | #, 500 '") ONO |28, 650 2%, 200 7,160 | 26,600 | 26, 040 560
89,500 1o 90,500 3 ‘.)(I, 00 249, 4850 "‘) 080 28, 600 ', 560 1 27,000 S560
90,500 10 91,500_ 91,000 20, 880 | 20,4850 29, 000 960 | 27,400 560
91,500 10 92,500 ______ | 92,000 lh (Jl)(l 30, 250 ‘2!1, 880 | 29,400 1 28,360 | 27, 800 "" 240 560
500 10 93,500 . \ 493,000 | 46,500 30,680 | 30,280 29,800 25, 760 | 28, 200 "" G410 H60
43,500 10 94,500 P04, 000 | 47,000 0 31,080 | 30,650 30,200 0 249, 160 | 28, 600 '.!S, 040 560
94,500 1o 95,500 = ‘ 04,000 | 47,500 31,450 | 31,080 30,600 20,560 | 29,000 | 28, 440 560
95,500 10 96,500 196,000 | 48,000 0 31,880 | 31,480 31,000 0 29,4960 | 29,400 | 28, 840 560
96,500 to 97,500 7,000 | 48, 500 | 32, 280 .H .\\0 34,400 30,360 | 29,800 | 29, 240 560
97,500 10 98,500 _ 498,000 {49,000 32, 650 31,800 30,760 | 30,200 | 29, 640 H60
98,500 10 90,500 | 99,000 49, 500 33, 080 32,200 31,160 | 30,600 | 30,040 560
99,500 o 100,500 ____ \l()() 000 50,000 33, 180 B 31,660 | 31,000 | 30, 440 560
100,600 1o 101,500 101,000 50, 500 34, 180 N 32,260 | 31,700 | 31, 140 S0
101,500 to 102,600 _ .. !02, 000 51,000 31,850 31480 .H 000 32,9650 | 32, (00 | 31,840 | 560
102,600 (0 103,600_ .. _"104,000 &, 500 35, 550 35, IS0 31,700 33,660 | 33, 100 | 32,510 560
103,500 to 104,500 104,000 52,000 36,280 35,850 35,400 31,360 | 33,800 | 560
104,500 to 105,500 S 105,000 0 52,500 36,980 36,550 0 36,100 35,060 | 34, 500 H60
105,500 1o 106,500 106,000 | 53,000 37,680 37,280 © 36,800 35,760 | 35, 200 560
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ArrExDIX 1. Income-taz table—Continued

[l amounts in reichsmarks]

Income (art. 2, par. 2) I'he income-tax amounts in caso of-—
= s, I"l)rlﬂlmth
addi-
‘ Persons who are not considered as single, if they— | tional
s | child the
sOns . following
o who | Are Are allowed deductions for— amounts
Siepe P alto o
¢ amaunt| con= | ok uo [ Lrac "‘l'
Amount! gigered | deduc- { I frt‘)n]! tho
as | tions |y |2 chil- |3 chil- | 1 chil- | 5 chil- 18X 8 l'”W"
single | for chil- dron | dren | dren | dren [Rcolm
| dren 9
1 2 3 4 5 G 7 A 9 10
More than—
106,500 to 107,500...___ 107,000 | 53, 500 | 3%, 380 | 37,950 | 37, 500 'il), 460 | 35,900 ( 35, 340
107,500 to 108,500 ___ 103,000 | 51,000 | 39,050 | 35, 650 [ 35,200 | 37,160 [ 36,600 | 36,010
108,500 L0 109,500 _ 109,000 | 51,500 | 30,750 | 30,350 | 38, 900 60 | 37,300 | 36,740
109,500 to 110,500 - '110 000 | 55,000 10, (80 | 40,050 | 39, G0O 60 | 3%, 000 | 37, 110
110,500 to 111,500 _____ |111.0()U 55,500 | 11,1580 | 10, 780 | 10, 300 1) | 38, 700 | 38,140 |
111,500 to 112,500, _. 112,000 | 56,600 | J1, 850 | 11,450 | 11,000 ‘1‘) 960 | 39,400 | 3%, %10
112,500 to 113,500 ____ [113,000 | 56,500 | 42,550 | 11,700 | 40,660 | 40, 100 | 3%, 510
113,506 to 114,500 _ 114, 000 | 57,000 | 13,250 12, 400 <H. 360 | (0,800 | 40,210
114,500 to 115,500 ~[115,000 | 57,500 | 13, 980 13,100 | 42,060 | 41,500 | 40,910
115,600 10 116,500 - __|116:000 [ 58, 000 | 14, 650 43,800 | 42,760 | 42,200 | 11,610
116,500 to 117,500 _____|117,000 | 58, 500 | 45, 3%0 FGH00 | 63, 160 | 42,900 | 2,340
117,500 to 118,500 . 118, 000 | 59, 000 | 16, 080 15,200 | #4, 160 | 43,600 I B ()l()
118,500 Lo 119,500 119,000 | 59, 500 | 16, 780 5,000 | 44,860 | 41, 300
119,500 to 120,500 120, 000 | 60, 000 | 17, (R0 o 16, 600 15, 560 | 45, 000
120,500 to 121,500 _____[121,000 | 60,500 | A%, 180 | 47,750 | 17,800 | 16,260 | 45, 700
121,500 to 122.500 122,000 | 61,000 b 45,800 | I8, 450 | 48,000 | 16,960 [ 16,100
5 21123,000 | 61,500 1 19,200 | 49, 180 | 48,700 | 47,660 | 47,100

122,500 to 1t

l 21,000 | 62,000 19, 60O
125,000 | 62,500 50,000
(i) i 126, 000 | 63,000 50, 100
W00 .o 127,000 | 63,500 &0, S0

19, GO0 | 49,400 | 4%, 360 | 47, K00
50,000 | 50,000 © 19,060 | 4%, 509
50100 | 50,400 49,760 | 19,200
50,500 50, 160 | 49, 900

124,500 to 125,500 -
12.). 500 Lo l’ﬁ
26,500 o 1

127,500 to IZH 500 - 128,060 | 61,000  5), 200 l : 51,200 51,160 | 50, H00
1”’\,‘-()() to 120,500 . 29,000 | 61, 500 i) | :I GOD AL 6OY | 5, 300 |
129,500 to 130,500 ____ 130,000 | 65, 000 : , 000 | 52, 000

130,500 to 131,500 ..
131,500 to 1'5’ 500
122,500 to 133,500, .. 3, 000 ‘ 00
133,500 to 131,500 - . 31,000 | 67,000 5 | 63, 00 s 53, 600
134,500 to 135,500 ... . 135,000 | 67,500 | 51,000 | 55000 | 51,000 51, 000

131, 000
132, 000

65, 500
66, 000
663, 500

Loy | 53 100
00 6

53, 600
51, 000

Tor higher incomes the average amount (in thousands of reichsmarks) ix to
be computed as in the corresponding columms | and 2.

Txamples:
[ncome RM. 135,700  Average amount RM. 136,000,
ticome RM. 136,300  Average amonnt RM. 136,000,
Income RM. 136,500  Average anount RN 136,000,
Income RM. 136,550  Average amount RN, 137,000,

For taxpayers considered as single the income tax rate is 50 percent; for all
other taxpayers the rate is 10 pereent of the average amonnt.
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34 GERMAN INCOME TAX'LAWS

3. CorproraTION TAx Law .

The Federal Government has enacted the following law which is
hereby promulgated.

SECTION I. L1ABILITY TO TAXATION

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

1. Capital enterprises (stock companies, special limited liability
stock companies, limited liability companies, colonial companies,
mining enterpri@%),

2. Profit societies and coopelatlv e associations;

3. Mutual insurance assocmtxons

4. Other juridical persons in civil lawg;

5. Societies not registered as juridicial persons, institutions, endow-
ments, and other pxopextv deeded for a particular purpose;

6. Commercial enterprises belonging to corporations in public law.

(2) The unlimited liability to the corporation tax extends to all
income.

Arr. 2. Limited liability to the tax.—The following are limitedly
liable 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.

Arr. 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 corporatlon
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 corporation tax:

The Federal Postal System, the German Federal Railroad Com-
pany, the “Federal Super-llighways,” the Federal Monopolies, and
the State lotteries;

2. The Relchsbank, the German Rentenbank, the German Renten-
bank-Kr editanstalt;

3. State banks, insofar as they perform functions in the nature of
state political economy;

4. Public savings banks or savings banks under state supervision,
insofar as they serve regular savings purposes;

5. Forestry associations, certain kinds of agricultural associations
connected with forestry, and similar communities holding rights on

common land. If they maintain 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 incorporated estates
(Vermoegensmassen) which under their statutes or bylaws, endow-
ment or other (form of) constitution (or articles of incorporation)




GERMAN INCOME TAX LAWS 35

and in their actual operation, serve religious, public utility or chari-
table purposes exclusively and directly. If they maintain an economic
enterprise which exceeds the scope of the administration of an estate,
they are to that extent liable to taxation;

7. Funds for the payment of pensions, allowances to widows and
orphans, death and sickness benefits, and relief, having the character
of juridical persons, and other relief funds for destitution or unem-
ployment having the character of juridical persons, according to more
detailed regulations issued by the Federal Minister of Finance.

(2) The exemptions under paragraph 1 are not applicable insofar
as the domestic income is subject to tax deduetion (art. 2, No. 2).

(3) The exemptions under paragraph 1, Nos. 3 to 7, are not appli-
«cable to persons limitedly liable to taxation (art. 2, No. 1).

SECTION II. INCOME
I. GENERAL

ArT. 5. (1) The corporation tax shall be calculated upon the income
that the entity liable to taxation has received during a calendar year.

(2) In the case of entities liable to taxation which are obliged to
keep books according to the provisions of the Commercial Code and
which do actually keep such books regularly, if the business ycar for
which the books are regularly closed deviates 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 lLolds
accordingly for entities liable to taxation which are engaged in agri-
cultural and forestry enterprises and which keep hooks.

Art. 6. What constitutes income and how the income is to be
determined shall be governed by the provisions of the Income Tax
Law and articles 7 to 16 of this (the present) law. Concealed distri-
butions of profits are to be taken into consideration in this connection.

ArT. 7. In the determination of the income it is inmmaterial
whether the income is distributed or not. Distributions of any kind
on profit sharing certificates which carry a right to participation in
the profits or in the liquidation proceeds of the capital enterprises
may not be used to diminish the income.

2. MATERIAL EXEMPTIONS

Art. 8. In the case of associations of persons.—In the case of asso-
clations of persons which are unlimitedly liable to taxation, the dues
levied from the members by virtue of the constitution (or articles of
incorporation) are immaterial to the determination of the income.

Art. 9. In the case of holding companies.—(1) If a capital enterprise
unlimitedly liable to taxation actually participates in the capital stock
of another capital enterprise unlimitedly liable to taxation through
holding stocks, mining shares, or other shares amounting to at least
one quarter thereof continuously from the beginning of the business
year, the part of the profits of all kinds aceruing to those shares is
immaterial. If there is no stock capital, the assets that were deter-
mined in the last assessment for the property take its place.

(2) Insofar as the share of the profits is immaterial, the tax dedue-
tion from the capital yield shall not be made. _

(3) These provisions shall hold aceordingly when the Reich, the
states, communities, and associations of communities or enterprises
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of domestic corporations in public law participate in capital enterprises
unlimitedly liable to taxation.

Art. 10.—Capital administration societies (brokerage and capital
investment companies)—(1) The Federal Minister of Finance may
issue special regulations for capital administration societies.

(2) Capital administration societies within the meaning of para-
graph 1 are capital enterprises which handle exclusively the purchase,
administration, and sale of stoeks, mining shares, shares or profit partic-
ipation certificates of other capital enterprises, or of bonds and
debentures.

3. DEDUCTIBLE EXPENDITURES

Art. 11. In the calculation of the imcome the following amounts
shall be deducted, if not already rendered deductible by the other pro-
visions of the Income Tax Law:

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

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

3. For special limited liability stock companies, that part of the
profit which is distributed to personally liable 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 reorganization.

4. NON-DEDUCTIBLE EXPENDITURES

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 granted to members of the board of
directors, administrative board, mining directorate, 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 liable to taxation, expendi-
tures may be deducted only insofar as they stand in direct economic
conjunction with income hable to taxation. If the income consists
only of income from which a deduction is to be made (art. 2, No. 2)
no deduetion from expenditures is permissible.

6. DISSOLUTION AND LIQUIDATION

Art. 14. (1) If a capital enterprise which has decided upon its
dissolution is liquidated, 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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entered against the assets at the close of the business year preeeding
the liquidation (original assets preceding liquidation). =

(3) From the final liquidation assets there shall be deducted those
tax-free increases in assets that have acerued to the entity liable to
taxation during the liqguidation period.

(4) The original assets preceding liquidation are the working assets
that formed the basis for the assessment of the corporation tax at the
close of the preceding business yvear. If a value for the working assets
did not form the basis of the last assessment, there shall be used in
lieu thereof the amount of the paid-in capital, or, if this does not exist,
the amount of the investment or the purchase price or cost of manu-
facture within the meaning of the Income Tax Law. The original
assets prior to liquidation shall be reduced by the amount of the profit
from the previous business year that has been distributed during the
period of liquidation.

(5) For the determination of the profit in other respects the other-
wise applicable provisions shall be applied.

7. FUSION, MERGERS, AND REORGANIZATIONS

Arr. 15. (1) If the assets of a capital enterprise are transferred to
another, with or without liquidation, artiele 14 shall be applied accord-
ingly. For the determination of the profit, the value of the compen-
sation granted for the transfer of the assets aceording to their status
at the time of the transfer shall be used in lieu of the assets to be
distributed in liquidation.

(2) The profit resulting from the transfer =hall not be consicered
for taxation, insofar as the following provisions are fulfilled:

1. The assets of a domestic capital enterprise must be transferred
as a whole to another domestic capital enterprise against the granting
of corporative (participation) rights in the latter;

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

8. TRANSFER OF MANAGEMENT ABROAD

Art. 16. (1) If a capital enterprise unlimitedly liable to taxation
transfers its management and its seat or either one of them abroad from
Germany and thereby hecomes 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 capital enterprise limitedly liable to
taxation is dissolved or is transferred abroad from Germany or its
assets are transferred to another as a whole.

9. MINIMUM TAXATION

ArT. 17. (1) The following shall form the basis for taxation as
minimum income:

1. Distributions (including concealed distributions of profit), insofar
as they amount to more than 4 percent of the paid-in capital or, if the
latter does not exist, of the assets determined by the last assessment
for the property tax, regardless of the soureesof theamountsdistributed;

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

(2) Minimum taxation shall be levied only if the total sum of the
minimum income is higher than the income determined according to
article 6.

SECTION III. TAX RATES

Art. 18. Rounding off —In the calculation of the corporation tax
the income shall be rounded off downward to the nearest (multiple of)
10 reichsmarks.

Arr. 19. Taxr rates—(1) The corporation tax shall be 20 percent
of the income.

(2) The corporation tax shall be 10 percent of the income of the
followmfr

. Credit institutions in public law, for income from long-term com-
munity credit, real property cwdlt and agricultural mmmvement
credit business;

2. Mortgage banks (handling mortgages onlv), mixed mortgage
banks for the 1ncome from transactions named in article 5 of the
Mortgage Bank Law, bottomry bond banks.

(3) The corporation tax on incomes subject to the tax deduction
(at the source) shall be considered as having been paid, if the drawer
of the income is only limitedly liable to the corporation tax and the
income is not derived from a domestic business, agricultural,
forestry enterprise.

SECTION 1IV. ASSESSMENT AND PAYMENT 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 appropriately.

Arr. 21. Lump-sum taration.-——The Revenue Office can fix the cor-
poration tax in a lump sum if the income liable to taxation is apparently
of minor 1mportance and the precise determination of this income
would mvolve a disproportionately large amount of administrative
work.

SECTION V. TRANSITIONAL AND FINAL PROVISIONS

ARrt. 22. Frtension of the category of entities liable to taration.—The
Federal Minister of Finance is empowered to declare unlimitedly
liable to taxation other associations of persons than those named in
article 1 and to regulate taxation of them.

ART. 23. (’oopemtire assoctations.—The Federal Minister of Finance
is empowered to prescribe an exemption from the corporation tax or
application of a reduced tax rate for certain groups of cooperative
associations for business or profit and to regulate particularly the
determination of their income.

ARrt. 24. [Lntry into force—(1) The law is to be applicable for the
first time to assessments for the calendar year 1934.

(2) The Federal Minister of Finance is empowered to bring indivi-
dual provisions of the law into force only for later assessments and to
permit continued application of the provisions of the Corpomuon Tax
Law of August 10, 1934 (RCB1.1, p. 208) for the transitional period.
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ArT. 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 ealendar year
1934 shall be increased by one twelfth for each month that elapsed
between the end of the tax period 1932-33, and December 31, 1933. =

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

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

2. The amounts withheld through tax deduction (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 1934.

Aporr HITLER,
The Leader and Chancellor.
Count SCcHWERIN VvoN Knrosicxk,
The Federal Minister of Finance.
BERLIN, October 16, 193/.

4. Act or Auacust 27, 1936, AMENDING TnE CorporaTiON Tax Law

(Translation from original printed in Reichsgesetzblatt, 1936, pt. I, p. 701.)

The Government of the Reich has adopted the following law whieh
1s hereby promulgated:

ARrticLE 1. Change of the tar rate.—Artiele 19 of the Corporation
Tax Law of October 16, 1934 (Reichsgesetzblatt, pt. I, p. 1031) is
amended as follows:

1. In paragraph 1, the words “20 pereent” are replaced by the
words 30 pereent.”

2. In paragraph 2, the words “10 percent” are replaced by the
words ‘15 pereent.”

ART. 2. Application of the taxr rate.—Artiele 19 of the Corporation
Tax Law as amended by Article 1 of the present law is also applicable
to those corporations, associations of persons, and assets, for which
application of the provisions of the Corporation Tax Law of August
10, 1925, (Reichsgesetzblatt, pt. I, p. 208) was permitted.

ART. 3. Special provision for 1936.—1n deviation from artiele 1, the
Corporation Tax for the calendar year 1936 will be assessed at the
following rates:

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 percent.

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

Art. 5. Entry into force—This act will first become applicable to
assessments for the calendar year 1936.

Aporr HITLER,
The Leader and Reich Chancellor.
CoOUNT SCHWERIN VON KROSIGK,
The Reich Minister of Finance.
BERCHTESGADEN, August 27, 1936.
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