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‘’Clarification on expense allocation“
In connection with the so-called AIFM Tax Amendment Act the guideline for the 
allocation of expenses to the various German fund tax reporting categories has
become significantly more complex. The general advantage of an investment in a fund 
over a direct investment for private investors however has not been affected by this. 
In its circular, dated 22 September 2014, the German Ministry of Finance commented 
on several questions regarding the practical application of these changes in 
legislature.

A) The circular
Due to the greater level of complexity of the newly implemented expense allocation rules, significant 
adjustments to existing tax accounting systems were necessary. As almost all market participants 
were struggling with the implementation of these changes in the allotted timeframe, the legislator 
granted an extended transition period in its circular dated 3 June 2014. Due to this, the new expense 
allocation logic only has to be implemented for funds with business years starting after 31 March 
2014.

Now, in its circular dated 22 September 2014, the German Ministry of Finance has clarified
remaining questions of interpretation. In addition, with respect to the points raised in the 
aforementioned circular, another transition period has been granted. For fund business years 
starting before 1 April 2015 the German Fiscal Authorities will not challenge cases where an 
allocation methodology different to the interpretation of the German Ministry of Finance has been 
adopted, as long as the logic applied seems to be reasonable and has been used consistently, i.e. not 
arbitrarily. Moreover, certain simplification rules, in particular with respect to fund of funds 
structures, have been conceded.

B) Action to be taken
Now, since all remaining ambiguities have been resolved and the new rules are principally already 
effective for all funds with business year starting after 31 March 2014, we recommend checking how 
far the points addressed in the circular have been appropriately dealt with for German fund tax 
reporting purposes for the time being, especially with respect to the ongoing daily tax reporting
(Aktien- & Zwischengewinn). Going forward, if a different allocation logic has been applied it is 
important to ensure that the necessary adjustments in the tax reporting systems are made within the 
relevant transition period.

Users of the Fund Reporting Cloud® will not have to take any action as the interpretation of the 
law by the German Ministry of Finance matches with PwC’s understanding and therefore the ongoing 
calculation of daily tax figures has been and is being done in accordance with the new expense 
allocation approach. 

As a general remark, the repeated granting of an extensive transition period - more than one year -
for the correct implementation of the clarifications made seems notable, in particular in the light of
the reform efforts regarding the German Investment Tax Act set out in the government declaration. 
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