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On 3rd June 2020, a major economic stimulus package was adopted by the German 
government boosting economy during the corona crisis. 
  
As part of the new relief measures the temporary reduction of the German VAT rates 
has been decided on: the standard rate of VAT will be lowered from the currently 
applicable 19 % to then 16 % and respectively the reduced rate from 7 % to 5 %. The 
reduction is limited in time and only applies for the period from 1st July to 31st 
December 2020, with the aim of supporting private consumption and achieving a 
economic recovery. The resolution still needs to be implemented into the Value Added 
Tax Act, but changes are expected to pass the legislative process quickly and without 
further changes. 
  
The new reduced tax rates only apply for goods and services that are supplied during 
the period from 1st July to 31st December 2020. The decisive factor is the timing of 
supply, i. e. neither the time of receipt of the payment nor the time of invoicing applies. 
Therefore, if goods or services are supplied before 1st July 2020, the tax rates of 19% 
and 7% are still to be applied, even if the invoice is issued after 1st July 2020. 
  
In case of permanent relations, such as rental or leasing services, each accounting 
period is a separate service for VAT purposes. While the lower tax rates are also 
applicable for those services provided in the periods between 1st July 2020 and 31st 
December 2020, it is not necessary to change the contracts concerned, even if the 
wording "plus 19% VAT" has been included in the contract. However, in any case it is 
mandatory to adjust the corresponding invoices for this period of time and to show the 
lower tax rate. 
  
We advise to implement specific accounts with the new tax rates for bookings from 1st 
July 2020. Usually, they should be automatically imported by the providers of your 
accounting systems as part of an update to come. We advise to contact your provider 
to ensure this in due time. 
  
Whether and to what extent the reduction in tax rates is passed on to customers is left 
to the entrepreneur. In case of already concluded contracts it will not be possible to 
adjust the net price a posteriori. Due to the lower value added tax only the total price 
will change. In case of contracts concluded and executed past 1st July 2020 it is up to 
the entrepreneur to add the tax advantage to his net prices accordingly. 
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In any case, the accounting processes in your companies should be checked as 
quickly as possible and adjusted in time. This concerns both the question of whether 
and how the reduction in tax rates should be passed on to customers, but also 
practical issues such as the (automated) adjustment of the tax rate on invoices or the 
adjustments to ongoing permanent transfers or payments by direct debit. 

Disclaimer 
The articles contained in this client information are written to the best of our knowledge and belief. No liability can be 
assumed despite careful editing. The information provided is for general information purposes only and can therefore 
neither completely nor partially replace qualified, professional advice in individual cases. GKK PARTNERS will be pleased 
to assist you in this respect.  
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