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Undergraduate Certificate in German HGB Taxation

Tax Policy and Reform in Germany

HGB: The German Commercial Code (Handelsgesetzbuch) is a collection of laws that governs commercial
activities in Germany. It includes provisions related to companies, accounting, and bankruptcy.

Tax Policy: Tax policy refers to the government's strategy for setting tax rates and determining how tax
revenues will be used. It is an important tool for achieving economic and social goals, such as reducing
inequality, promoting economic growth, and financing public services.

Tax Reform: Tax reform is the process of changing tax laws and regulations to improve the tax system and
achieve specific policy objectives. This can involve reducing tax rates, broadening the tax base, simplifying
the tax code, or addressing specific issues, such as tax evasion or environmental sustainability.

Corporate Tax: Corporate tax is a tax on the profits of corporations and other business entities. In Germany,
the corporate tax rate is 15% of taxable profits, plus a solidarity surcharge of 5.5% of the corporate tax
liability.

Income Tax: Income tax is a tax on the personal income of individuals. In Germany, the income tax rate
ranges from 14% to 45%, depending on the level of income. There are also various deductions and credits
available to reduce the tax liability.

Value-Added Tax (VAT): VAT is a consumption tax that is levied on the sale of goods and services. In
Germany, the standard VAT rate is 19%, but there are reduced rates of 7% and 0% for certain items.

Double Taxation: Double taxation refers to the situation where the same income is taxed twice, once in the
country where it is earned and again in the country where the taxpayer resides. Germany has tax treaties
with many countries to avoid double taxation and ensure that taxpayers are not unfairly burdened.

Tax Base: The tax base is the amount of income or profits that is subject to tax. In Germany, the tax base for
corporate and income tax is determined by deducting certain expenses, such as costs of goods sold,
employee salaries, and depreciation, from the total income or profits.

Tax Evasion: Tax evasion is the illegal practice of avoiding paying taxes by not reporting income,
underreporting income, or claiming false deductions. It is a criminal offense in Germany and can result in
severe penalties, including fines and imprisonment.

Tax Avoidance: Tax avoidance is the legal practice of arranging one's financial affairs to minimize tax liability.
It involves taking advantage of legal loopholes and deductions to reduce the amount of tax that is owed.

Fiscal Policy: Fiscal policy refers to the government's use of spending and taxation to influence the
economy. It is an important tool for managing economic cycles, reducing unemployment, and achieving
other economic and social goals.
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Budget Deficit: A budget deficit occurs when the government's spending exceeds its revenue. This can lead
to an increase in the national debt and have negative effects on the economy.

Budget Surplus: A budget surplus occurs when the government's revenue exceeds its spending. This can
lead to a decrease in the national debt and have positive effects on the economy.

Public Debt: Public debt is the total amount of money that the government owes to creditors, such as
bondholders and other governments. It is an important indicator of a country's financial health and long-
term economic prospects.

Tax Competition: Tax competition refers to the efforts of countries to attract businesses and investment by
offering lower tax rates and other incentives. This can lead to a "race to the bottom" where countries
continually reduce their tax rates to remain competitive.

Tax Compliance: Tax compliance refers to the degree to which taxpayers comply with tax laws and
regulations. It is an important factor in ensuring that tax systems are fair, efficient, and effective.

Tax Fraud: Tax fraud is the intentional and deliberate violation of tax laws, including the failure to file tax
returns, the underreporting of income, and the claiming of false deductions. It is a criminal offense in
Germany and can result in severe penalties, including fines and imprisonment.

Tax Haven: A tax haven is a country or jurisdiction that offers low or zero tax rates and other incentives to
attract foreign investment. This can lead to tax evasion, tax avoidance, and other forms of tax abuse.

Transfer Pricing: Transfer pricing refers to the pricing of goods and services sold between related parties,
such as subsidiaries of the same parent company. It is an important issue in international taxation, as it can
be used to shift profits between countries and reduce tax liabilities.

Base Erosion and Profit Shifting (BEPS): BEPS is a phenomenon where multinational corporations use
complex financial structures to shift profits to low-tax jurisdictions, reducing their overall tax liability. It is a
major challenge for tax authorities around the world and has led to calls for international cooperation and
reform.

Automatic Exchange of Information (AEOI): AEQI is the practice of sharing tax information between
countries on an automatic basis. This can help to detect tax evasion and ensure that taxpayers are paying
their fair share of taxes.

Country-by-Country Reporting (CbCR): CbCR is a reporting requirement for multinational corporations,
which requires them to provide detailed information about their operations, profits, and taxes in each
country where they operate. This can help tax authorities to identify BEPS and other forms of tax abuse.

Common Reporting Standard (CRS): The CRS is an international standard for the automatic exchange of
financial account information between tax authorities. It is designed to combat tax evasion and ensure that
taxpayers are paying their fair share of taxes.

International Tax Treaties: International tax treaties are agreements between countries that aim to avoid
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double taxation, reduce tax evasion and avoidance, and promote cooperation and coordination between tax
authorities. They can cover a wide range of issues, including the definition of taxable income, the allocation
of taxing rights, and the exchange of information.

In conclusion, tax policy and reform in Germany are complex and multifaceted issues that involve a wide
range of terms and concepts. Understanding these terms is essential for anyone who wants to navigate the
German tax system, whether they are a taxpayer, a tax professional, or a policy maker. By providing a
detailed and comprehensive explanation of these key terms, this article has sought to help learners develop
a deeper understanding of this important topic and prepare them for success in their studies and careers.
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