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Dear Sir or Madam,

For many German companies, placing
adverts on online platforms is an important
part of their marketing strategy. Facebook,
Google etc. thus manage to make billions -
in Germany alone - through providing
advertising services. Of course, the German
tax authorities would be happy to
participate in these sales. This is why the
introduction of a so-called digital tax has
been planned for a long time. This has
clearly been going on too long, however, for
the more motivated parts of the German
tax authorities. With the help of a ‘new
interpretation’ of existing regulations on
income tax law, they want to tax
advertising services from foreign online
platforms right away. However, it is not the
internet giants themselves but (to begin
with) the German companies who are
expected to pay the appropriate source
taxes for this. In theory, the companies can
then claim the tax paid back from the
operators of the online platforms. However,
Facebook, Google etc. will not refund the
tax voluntarily. In addition, the German
companies affected have mostly undertaken
to bear any payable source tax themselves,
under so-called net clauses.

Nevertheless there is still hope for the
German companies affected. The legal
opinion held by parts of the tax authorities
stands on extremely shaky ground. It is
argued that the advertising services
provided are a transfer of use of knowledge
or skills, meaning that the companies for
whom the advertising services are being
provided are obliged to deduct and pay tax.
In our estimation, however, no knowledge
or skills are transferred to the companies by
the foreign online platforms. Instead,
Facebook, Google etc. keep their

In addition, the legal situation is also not
undisputed in the tax authorities
themselves. According to media reports,
the relevant cases are being kept open for
the time being and assessments have not
(yet) been enforced. Co-ordination at
"Bund-Lander-Ebene” is also planned and
this could drag on until the summer.
Nonetheless, the companies affected should
check their obligation to pay source tax
and, if necessary, file appropriate tax
returns to the Federal Central Tax Office, in
order to avoid administrative or even
criminal sanctions. At the same time as
filing the returns, a objection should be
filed and an application made for a
suspension of implementation.

In most cases, Germany is not entitled to
any right of taxation at all according to the
relevant double taxation agreement. For
future payments, therefore, it is worth
making an application for exemption. In
addition, in “cases of minor tax
importance”, it is possible to apply for
participation in the much simplified
"Kontrollmeldeverfahren”. Cases of minor
tax importance are cases where individual
payments do not exceed EUR 5,500 and
payments made within a calendar year
come to no more than EUR 40,000 in total.

Get in touch with us if you have any
questions regarding your tax obligations
when using advertising services on the
internet - we will be happy to advise and
support you!

Best regards



algorithms top secret and use these
exclusively for themselves in order to
provide a service for their customers.
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