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GERMAN PAYROLL - ADDITIONAL BENEFITS FOR EMPLOYEES

JOB-RELATED TRAVEL
EXPENSES - FREE OF TAX

The Act for the
Amendment and
Simplification of
Business Taxa-

tion and Tax
Law for Travel
Expenses  has

revised the regu-
lations for the
tax treatment of travel expenses from tax year 2021.

The wage tax regulations are to be applied analogously to
profit determination with due regard to German Income
Tax Law.

1. DEFINITIONS

Job-related assignments away from base (tax home) can
give rise to travel expenses.

(applies to job applicants as well)

They are differentiated as follows:

+  Transportations costs
+  Additional expenses for meals
+  Costs for lodging

Incidental travel expenses

Private and business matters have to be separated other-
wise all expenses are non-deductible living expenses.
Costs such as clothing, travel equipment or private life-
style may not be reimbursed by the employer.

The purpose, duration of trip and route travelled must be
documented.

In addition, it is necessary to provide appropriate docu-
mentary evidence (e.g. log book, receipts for gasoline,
hotel bills, correspondence).

A) JOB-RELATED ASSIGNMENTS AWAY FROM THE TAX
HOME

These occur when the employee temporarily performs his
job away from his home and his primary place of employ-
ment.

B) PRIMARY PLACE OF EMPLOYMENT

The term “regular place of work” has been replaced by
“primary place of employment”. The primary place of
employment is the permanent business establishment of
the employer (ER) or of an affiliated business or of a third

party to which the employee (EE) has been assigned long-
term. The prime criterion is the direction by the ER under
employment or service law; otherwise assignment based
on objective criteria.

Construction site trailers fixed to the ground that serve as
construction offices, recreation rooms or sanitary facilities
also represent permanent business establishments.
Direction under service and employment law and comple-
mentary agreements and instructions as to long-term
assignment. These must be documented. Depending on
future prospects, they are long-term if

+  without time limit,
«  for the period of the employment or
«  forlonger than 48 months.

Any change only affects the future.

Objective criteria

If no or no clear assignment has been made, the primary
place of employment is determined depending on whether
the EE has to work there

«daily,
« on 2 full workdays a week or
- forat least 1/3 of the agreed regular working hours.

C) SEVERAL PLACES OF EMPLOYMENT

The ER specifies the primary place of employment.
Otherwise the place nearest the EE’s home counts as the
primary one.

D) OUTSOURCING/CONTRACT WORK

In the case of outsourcing/contract work, a long-term
assignment is deemed to exist if the EE is to continue
working at the previous place of employment of his former
ER for the entire duration of the employment, or for longer
than 48 months.

E) CROSS-FRONTIER EMPLOYEE ASSIGNMENTS

The primary place of employment is deemed to be with the
host company if the EE is assigned on the basis of a sepa-
rate employment contract with the host company

+ toapermanent establishment of the host company for
an indefinite period or

+ for aduration of the entire employment or

«  for more than 48 months.

F) EMPLOYMENT AFFILIATED BUSINESSES OR WITH A
THIRD PARTY

If the EE has to work outside the fixed place of business of
the ER responsible for wage tax purposes i.e. with an affi-
liated business or a third party (e.g. a customer) this can
constitute the primary place of employment.



G) NO PLACES OF EMPLOYMENT

Vehicles, planes, ships or employment districts (with no
permanent establishment) do not qualify as places of
employment. Nor does a home office qualify, even if the
ER has rented it from the EE. There can therefore never be
a primary place of employment in these cases. An EE with
no primary place of employment is always working away
from base when outside the home.

2. TRANSPORTATION EXPENSES

A) TRIPS BETWEEN HOME AND PRIMARY PLACE OF
EMPLOYMENT

For trips between home and the primary place of employ-
ment the rules for commuting allowances remain appli-
cable as hitherto.

+  Collection point = primary place of employment if the
ER has issued an instruction based on an employ-
ment/service relationship (bus depot/ferry terminal/
meeting point for collective transport)

+ No such collection point = privately organized car
pooling

The collection point is only treated as a primary place of
employment for purposes of transportation expenses and
not with regard to additional expenses for meals or lodging
expenses.

For travel to an extensive area of employment the commu-
ting allowance applies. If there are several points of
access, the nearest to the home is used. An extensive area
of employment is indicated if the EE is not to work in a fixed
business location but over a wider area. If the EE is to work
at several fixed locations, this does not count as an exten-
sive area of employment. For travel within the extensive
area of employment or to a more distant access point, the
rules for job-related travel apply.
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The classification as travel to an extensive area of employ-
ment is of no significance for consideration of additional
expenses for meals or lodging expenses.
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B) JOB-RELATED TRAVEL
For job-related travel the actual travel expenses can be
taken into account.

+  Travel expenses for use of public transport can be
refunded completely if proof of travel is provided e.g.
bus/train ticket.

«  For journeys with employee's own vehicle, EUR 0.30
can be reimbursed per kilometre driven.

« if costs are itemized:
kilometre rate based on total annual costs.
Calculation:
total annual costs = cost of fuel, service and repair
costs, garage in home town, motor vehicle tax, third
party liability and vehicle insurance, interest on loans
for purchase and depreciation.The useful life of a car
or station wagon is 6 years; may be shorter
for high mileage or old vehicles.

C) REFUND BY EMPLOYER

In the case of itemized costs, the EE must submit docu-
mentation of the actual costs invoiced to the ER. These are
to be retained as vouchers for the wages account;

In the case of a refund at the standard rate, the ER is not
obliged to check whether this might lead to inappropriate
taxation;

If a car is made available for the assignment away from the
tax home, the standard mileage rates can not be refunded.

3. ADDITIONAL EXPENSES FOR MEALS

A) DEFINITION

For employment away from base outside the home and
the primary place of employment, additional expenses for
the meals can only be taken into account for tax purposes
in the form of the standard allowances. Flatrate wage taxa-
tion at 25 % is possible for excess amounts up to 100 % of
the relevant standard allowances.

Home is the household which constitutes the center of the
EE’s vital interests, including a second home in the case of
two households. It does not need to be the EE’s own home.

3-Month Limit

Standard allowances for additional expenses for meals
are limited to the first 3 months of a long-term business
assignment at the same place of employment.

Several fixed permanent business establishments within
an extensive work or business are still considered as one
place of employment; several places of employment are
given when it is a question of establishments of different
employers or customers.
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A fresh 3-month period only begins if the employment at
the same place of employment is interrupted for at least 4
weeks. It only counts as the same place of employment if
the EE works there regularly on 3 days a week.

There is no 3-month limit for employment on mobile loca-
tions (vehicle, plane, ship) since these do not count as
places of employment.

The 3-month limit also applies in the case of maintenance
of two households.

B) ONE-DAY ASSIGNMENTS AWAY FROM BASE IN
GERMANY

One-day assignment away from home and primary place of
employment = more than 8 hours. This also applies for an
absence of more than 8 hours overnight without lodging.
For multiple assignments on one day including overnight
stay without lodging — the periods can be added together.

C) SEVERAL-DAY ASSIGNMENTS AWAY FROM BASE IN
GERMANY

For several-day assignments away from base in Germany
the standard allowance of 14 € is accorded for the day of
departure and return (even when absence of under 8 hours)
and 28 € for the day between two overnight stays. An over-
night stay can also apply if work is carried out beforehand
and afterwards. An overnight stay can also be accorded
even if no costs are incurred.

day of departure 14 €
intervening day = 24 hours 28 €
day of return 14 €

D) ASSIGNMENTS AWAY FROM BASE ABROAD

Only 2 standard allowances are granted for assignments
abroad at a rate of 80 % or 120 % of the foreign daily rate
under the Federal Travel Expenses Act.

day of departure or over 8 hours absence 80 %
intervening day = 24 hours 120%
day of return or over 8 hours absence 80 %

The standard allowances are published in the
country list - updated annually

«  For states not listed in the publication the standard
amount for Luxembourg applies;
For unlisted overseas and extraneous areas of a coun-
try the standard allowances for the mother country
apply;
For assignments away from base in and outside,
Germany on one day, the foreign daily rate applies even
if the period in Germany is longer;

+  Fortravel to the assignment from Germany to a foreign
country or vice versa when no work is performed, the
standard allowance for meals of the place reached
before midnight applies;

«  For return travel from a foreign country to Germany or
vice versa, the standard allowance for meals of the last
work location applies;

+ In the case of air travel, a country is deemed to be
reached when the plane lands (intermediate stops are
ignored);

« If the air travel takes more than 2 calendar days,
the standard rate for Austria applies for the time in
between;

+ In the case of travel by ship, the current standard
allowance for Luxembourg applies and for the days
on which the ship is boarded and has deported the
rate for the port. For the crews of Federal / merchant
marine ships on the high seas under the German flag,
the domestic daily rate applies.

E) REGULATION OF CONFLICTS

If, for the same day additional expenses for meals qualify
under an assignment away from the tax home and under
maintenance of two households, the highest standard
amount is to be used.

F) PROVISION OF MEALS

Tax-Free Meals

Reimbursement of travel expenses is tax-free if the stan-
dard allowances are not exceeded or if they are income-
related expenses.

Thus a — customary — meal provided by the ER is not
taxed if the EE is in principle entitled to the standard allo-
wance for additional expenses for meals i. e. in the case of
assignments away from base within the 3-month limit and
for an absence of more than 8 hours or, in the case of an
overnight assignment away from base. The meal must be
customary, i. e. up 60 € incl. VAT.

Reduction of the Standard Meals Allowance

The standard allowance for full-time absence is

reduced by

20 % for a breakfast and

40 % for each midday or evening meal,

i.e. in Germany by 5,60 € for a breakfast and 11,20 € for
a midday or evening meal, correspondingly higher abroad.
The reduction applies on a daily basis and ceases at 0 €.



Taxable Meals

Non customary meals (over 60 € incl. VAT) are subject on
principle to taxation as earnings.

Customary meals — if the EE cannot claim a flat-rate meals
allowance (3-month limit exceeded or less than 8 hours
absence) taxation is applied using the noncash value.
Contributions from the EE can bring about a reduction
down to O€.

Flat-Rate Taxation

The flat-rate taxation of 25 % can be applied for a custo-
mary meal provided.

No flat-rate taxation is possible for non-customary meals,
working meals, meals provided during business hospitality
or if the flat-rate meals allowance applies.

4. LODGING EXPENSES

A) CONDITIONS
Lodging expenses for a job-related overnight stay at a
place of employment that is not the EE’s primary place

- A _of employment
A

. are accepted for

tax  purposes.
— The EE must
be travelling

virtually exclusi-
vely for a busi-
ness or service
purposes at the
behest of his ER.
However, EE has to have another home which is the center
of his vital interests; it needs not to be his own home.

B) SCOPE

«  Actual expenses for the personal use of accommoda-
tion (hotel room, (un)furnished room, apartment). In
addition, health resort tax, tourism tax, etc.; abroad
also credit card charges;

+ If a shared room is used together with persons with
whom the EE has no business connection, the price
for a single room is used. Analogous application for
shared use of a house or apartment (If this person is
also working away from his / her tax home the costs
are to be divided;
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« If in the case of an all-inclusive price for board and
lodging the price for board cannot be determined (e.g.
conference flat rate), the all-in-price must be curtailed
to determine the cost for lodging:

- by 20 % for breakfast,

- for each midday or evening meal by 40 % of the
relevant standard allowance for board at the place of
lodging during an absence of more than 24 hours, i.e.
in Germany by 5,60 € for a breakfast and 11,20 € for
each midday or evening meal,

+  Noflat-ratelodging allowance for business trips abroad
for truck drivers who sleep in the sleeping cabin; typi-
cal costs for use of toilets, showers etc. can also be
claimed at a flat rate as incidental travel expenses.

C) LIMITATION TO 1,000 € IN GERMANY

For long-term business employment in Germany — away
from the primary place of employment — after 48 months
the actual lodging expenses can only be claimed as
income-related expenses or reimbursed by the ER up to a
maximum of 1.000,00 € per month.

If the expenses can be taken into account which were
occasioned by the sole use of the EE as necessitated by
the job; standard for comparison a 60 m? apartment with
average position and fittings.

Limitation only for employment at the same place of
employment (regular planned employment on 3 days a
week).

Fresh period begins after an interruption of at least

6 months.

For maintenance of two households from the start does
not apply to employment abroad at all.

D) REFUND BY EMPLOYER
Tax-free within the limits of the permissible deduction as
income-related expenses:

+ actual expenses or standard amount of 20 € for each
night spent in Germany, if the lodging was not (parti-
ally) paid for by the employer or by a third party by
reason of the employment,

+ standard allowance for sleeping cars or cabins on
board ships only if overnight accommodation began
or ended in no tax-free allowance for nights spent in
a vehicle;

For lodging overnight abroad the standard allowances
(lodging expenses) may also be refunded free of tax;
Place according to the regulation for additional
expenses for meals (see No. 3.).
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5. INCIDENTAL TRAVEL EXPENSES
Actual expenditure for

+ Transport and storage of luggage;

+  Telephone calls and (business) correspondence with
employer or business partner;
Road tolls, parking fees, compensation in the case of
traffic accidents, if transportation costs are deductible
as travel expenses;

+  tax-free reimbursement by employer possible, if not in
excess of actual expenditure;

+ expenses for use of sanitary facilities and cleaning the
sleeping cabins for truck drivers who overnight in the
sleeping cabin, flat-rate also possible

6. FOREIGN ASSIGNMENTS AWAY FROM THE TAX
HOME

A) DIVISION OF COSTS

In principle, it is possible to divide the costs of a trip abroad
with mixed motivation. Costs of a business nature such
as conference rooms, lecturers etc. belong to the business
portion. Excursions, celebrations etc. fall under the private
portion. The remaining costs such as travel, meals and
accommodation are to be divided, if appropriate on a time
basis. These rules do not apply to incentive trips that are
primarily emoluments for the employee.

7. JOB-RELATED MAINTENANCE OF TWO
HOUSEHOLDS

A) DEFINITIONS

Maintenance of two households only applies if the emplo-
yee maintains his own household outside the place of his
primary place of employment and works at the place of his
primary employment. The number of nights spent there
is irrelevant. If the work is treated as an assignment away
from the tax home, maintenance of two households does

not apply.

Job-Related Second Household

If the work location is changed because of an internatio-
nal transfer, a job change or on first taking up employment
moving into a second residence is considered to be occa-
sioned by the job.

In the case of married couples, both can maintain two
households if they work at different places and each has
a second residence in addition to the joint household. This
is not affected by a joint second household or an accom-
panying spouse.

On relocation from abroad, moving into a second resi-
dence is also occasioned by the job if the employee claims
or receives political asylum.

If the center of vital interests is transferred away from
the work location, the previous or second household only
applies if the transfer of the center of vital interests is
expected to be permanent.

Own Household

For a household to qualify there must be a furnished
rented or owner-occupied apartment together with a finan-
cial contribution to the cost of living. The employee must
maintain a household of his own there. Housekeeping acti-
vities however are not necessary.

It must be the center of vital interests. If this main home is
very far away from the second home, especially in the case
of ahome abroad, at least one trip home to the family must
be undertaken in each calendar year, in the case of certain
very distant countries at least once every 2 years.

Employees without their Own Household

From tax year 2004, employees without their own
household may no longer claim for the maintenance of two
households. It may qualify as an assignment away from
the tax home, see “Travel Expenses’.

Necessary Additional Expenses

The deduction of necessary additional expenses in the
case of employment at the same location is permissible
without time limit.

B) TRANSPORTATIONS EXPENSES OCCUR:

+ At the beginning and end of the maintenance of two
households, as for travel expenses

« 1 x per week trip home at 0.30 € per km distance
between the taxpayer’s own household and the work
location; not applicable to tax-free collective transpor-
tation and journey by air, here the actual costs are used
1 x per week 15 min. telephone call at cheapest rate
with a member of the taxpayer’s own household

C) ADDITIONAL EXPENSES FOR MEALS

For a period of three months from moving into the second
residence for each calendar day on which the employee
is away from his main home, the standard deductions for
assignments away from the tax home may be claimed. The
travel expenses regulations on provision of meals apply as
appropriate.

Assignments away from the tax home immediately prece-
ding moving in must be included in the three months
period. No more than the maximum standard deduction
may be claimed for any calendar day.



D) EXPENSES FOR THE SECOND RESIDENCE

+ Actual costs; also tax on second residence, contribu-

tion to radio license fees, car parking, use of garden,
from tax year 2014 max. 1.000,00 €/month. The maxi-
mum amount is not to be converted to a daily basis;
In the case of a second household abroad, actual
expenses insofar as they are necessary and appropri-
ate. For a second residence the actual expenses (e.g.
depreciation, loan interest, repair costs, ancillary costs)
are to be considered as necessary to the amount that
the EE would have to pay as tenant of a 60 m? apart-
ment appropriate with regard to position and fittings;

+ Real-estate agents” costs are not to be included in
the 1.000,00 € limit, but as moving expenses can be
deducted in addition as job-related expenses or reim-
bursed tax-free by the ER.

E) MOVING EXPENSES

Moving expenses when a second household is establis-
hed, given up or changed are job expenses provided they
are not privately motivated. They must be substantiated,
since no standard deductions possible; this also applies to
other moving expenses on returning from abroad.

F) REFUND BY EMPLOYER

This is possible up to the amount of the income-related
deduction. For EEs in tax categories Ill, IV or V it may be
assumed that they have their own household, other EEs
must submit a written and signed declaration.

The ER may refund the necessary expenses for the second
residence for a period of 3 months with a standard tax-free
allowance up to 20 €, after that up to 5 € per night.

For a second residence abroad the foreign overnight stan-
dard, allowance may be refunded free of tax for the first

3 months, after that 40 % of the standard allowance.

If you have any further questions, please do not hesitate to
contact us.
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