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Dear Sir or Madam,

To date, employees without a place of
residence and without a habitual abode in
Germany, and who receive domestic income
as defined by Section 49 of the German
Income Tax Act (EStG), had wage tax
deducted on the basis of a paper
certificate. From 1 January 2020, employers
must also include employees with limited
tax liability in the ELStAM system for the
electronic recording of wage tax deduction
criteria (statement by the Federal Ministry
of Finance (BMF) dated 7 November 2019,
Federal Tax Gazette (BStBl.) I 2019, p.
1087).

The BMF’s new announcement stipulates
that from 1 January 2020, ELStAM data will
also be requested for employees with
limited income tax liability according to
Section 1(4) EStG. This applies to
employees who have neither a place of
residence nor a habitual abode in Germany
but who receive domestic income according
to Section 49 EStG (e.g. income from
employment carried out in Germany) and do
not have unrestricted tax liability according
to Section 1(2,3) EStG or Section 1a EStG.

The general prerequisite for employees to
be able to participate in the ELStAM system
is the assignment of an identification
number. This must be applied for at the
employer’s tax office by the employee or
the employer – with the employee’s
authorisation (Section 80(1) General Fiscal
Code (AO)). The tax authority will provide a
national template for this purpose from 1
January 2020 (www.formulare-bfinv.de).

However, there are exceptions. In the
following cases, employees with limited tax
liability remain excluded from the ELStAM
system:

If they have an income tax allowance
according to Section 39a EStG (e.g.
allowance for advertising costs or
exceptional costs)
If wages are exempted from taxation
by a double taxation agreement upon
application
If tax deduction is reduced or limited
by a double taxation agreement upon
application
If there is extended unlimited tax
liability according to Section 1(2)
EStG
If the employee is to be treated as
having unlimited tax liability
according to Section 1(3) EStG upon
application (border commuters with
Domestic income)

In these cases, income tax deductions
should continue to be made on the basis of
a paper certificate.

If you employ staff with limited tax liability
for whom ELStAM data may be required
from 1 January 2020, please contact us. We
are happy to advise and support you at any
time.

Best regards

Prof. Dr. René Schäfer

http://www.formulare-bfinv.de/
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