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Certificate in German Taxation Laws

Taxation of Real Estate

Taxation of Real Estate in Germany is a critical area of study in the Certificate in German Taxation Laws. The
following key terms and vocabulary are essential for understanding the taxation of real estate in Germany.

1. Real Estate: Real estate, also known as immovable property, refers to land and buildings, including
apartments, houses, commercial properties, and industrial properties.
2. Grundsteuer (Property Tax): Grundsteuer is a tax imposed on real estate in Germany. It is a local tax levied
by the municipalities and is used to finance local infrastructure and services. The tax is calculated based on
the assessed value of the real estate and the tax rate set by the municipality.
3. Grunderwerbsteuer (Real Estate Transfer Tax): Grunderwerbsteuer is a tax imposed on the transfer of real
estate in Germany. It is a state tax and is payable by the buyer of the real estate. The tax rate varies between
3.5% and 6.5% of the purchase price, depending on the state.
4. Spekulationssteuer (Speculation Tax): Spekulationssteuer is a tax imposed on the sale of real estate in
Germany. It is a federal tax and is payable by the seller of the real estate. The tax is calculated based on the
profit made on the sale and is payable if the property is sold within ten years of acquisition.
5. Einkommensteuer (Income Tax): Einkommensteuer is a tax imposed on the income of individuals in
Germany. It includes income from the rental of real estate. The tax rate ranges from 14% to 45%, depending
on the level of income.
6. Vermietung und Verpachtung (Letting and Leasing): Vermietung und Verpachtung refers to the rental of
real estate in Germany. Income from the rental of real estate is subject to income tax.
7. AfA (Depreciation): AfA is the German term for depreciation. Depreciation is the reduction in the value of
an asset over time due to wear and tear or obsolescence. In Germany, real estate can be depreciated over a
period of 50 years.
8. Werbungskosten (Deductible Expenses): Werbungskosten are deductible expenses incurred in the
generation of rental income. These expenses include property management fees, maintenance costs,
insurance premiums, and interest on loans used to finance the property.
9. Steuererklärung (Tax Return): A Steuererklärung is a tax return filed with the German tax authorities.
Property owners are required to file an annual tax return declaring their rental income and deductible
expenses.
10. Steuerbescheid (Tax Assessment): A Steuerbescheid is a tax assessment issued by the German tax
authorities. The assessment sets out the amount of tax payable based on the tax return filed by the property
owner.
11. Betriebskosten (Operating Costs): Betriebskosten are the operating costs of a rental property. These
costs include property management fees, maintenance costs, insurance premiums, and utilities. The tenant
is responsible for paying a portion of the operating costs.
12. Mietspiegel (Rent Index): A Mietspiegel is a rent index that provides guidance on the appropriate level
of rent for a particular property. The index is based on a survey of rents in the local area.
13. Kappungsgrenze (Rent Cap): The Kappungsgrenze is a rent cap that limits the amount by which the rent
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can be increased during the term of a lease. The cap is set at 20% over three years.
14. Energieausweis (Energy Performance Certificate): An Energieausweis is an energy performance certificate
that provides information on the energy efficiency of a rental property. Property owners are required to
provide tenants with an Energieausweis when renting out a property.
15. Grunderwerbsteuer Hebesatz (Real Estate Transfer Tax Rate): The Grunderwerbsteuer Hebesatz is the real
estate transfer tax rate set by each state in Germany. The rate varies between 3.5% and 6.5% of the
purchase price.
16. Steueridentifikationsnummer (Tax Identification Number): A Steueridentifikationsnummer is a tax
identification number assigned to individuals and businesses in Germany. The number is used to identify
taxpayers and is required for the filing of tax returns.
17. Finanzamt (Tax Office): The Finanzamt is the tax office responsible for the collection and administration
of taxes in Germany. Property owners are required to register with the local tax office when renting out a
property.
18. Schenkungsteuer (Gift Tax): Schenkungsteuer is a tax imposed on the transfer of real estate as a gift in
Germany. It is a state tax and is payable by the recipient of the gift. The tax rate varies between 7% and
30%, depending on the value of the gift and the relationship between the donor and the recipient.
19. Erbschaftsteuer (Inheritance Tax): Erbschaftsteuer is a tax imposed on the inheritance of real estate in
Germany. It is a state tax and is payable by the beneficiary of the inheritance. The tax rate varies between
7% and 50%, depending on the value of the inheritance and the relationship between the deceased and the
beneficiary.

Challenge:

Calculate the amount of real estate transfer tax payable on the purchase of a property in Berlin for
€500,000.

The real estate transfer tax rate in Berlin is 6%.

Grunderwerbsteuer = Purchase Price x Grunderwerbsteuer Hebesatz
Grunderwerbsteuer = €500,000 x 6%
Grunderwerbsteuer = €30,000

The amount of real estate transfer tax payable on the purchase of a property in Berlin for €500,000 is
€30,000.

Example:

Mr. and Mrs. Schmidt own a rental property in Munich. They receive rental income of €2,000 per month and
incur expenses of €1,000 per month. They are required to file an annual tax return declaring their rental
income and deductible expenses.

Einkommensteuer = Rental Income x Income Tax Rate - Deductible Expenses
Einkommensteuer = €2,000 x 14% - €1,000
Einkommensteuer = €140 - €1,000
Einkommensteuer = -€860
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In this example, Mr. and Mrs. Schmidt have a loss of €860, which can be carried forward to future years to
offset against future rental income.

In conclusion, the taxation of real estate in Germany is a complex area of law that requires a thorough
understanding of key terms and vocabulary. Property owners are required to comply with various tax
obligations, including the filing of tax returns and the payment of property tax, real estate transfer tax, and
income tax. Understanding the tax implications of owning and renting out real estate in Germany is
essential for property owners seeking to maximize their investment returns and avoid costly tax mistakes.
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