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 GERMANY 

 

 

Summary 

 

 Generally, the cost of meals and entertainment is deductible as a business expense, if the 

expenditure was incurred by a business enterprise within the course of the operation of the business. 

German law used to be quite generous in recognizing the deductibility of expenses.  However, in 

recent years, deductibility has been limited to some extent both by the courts and statutory law. 

Consequently, the reasonableness of the expenditure, the business purpose, and/or the amount are 

subject to various tests.  Restrictions also apply to travel expenditures incurred abroad.  

 

Cost of meals 

 

 Meals are deductible under the general definition of business expenditure of section 4, 

paragraph 4, of the Income Tax Code.1  This provision broadly defines business expenditures as 

expenditures occasioned by the operation of the business.  However, certain expenditures that are 

closely related to personal expenses are specifically denied deductibility in paragraph 5 of section 4.  

Among these are meals to the extent that they exceed 140% of the daily allowance for travelling civil 

servants.  The latter is prescribed in the Law on the Travel Costs of Federal Civil Servants 2 and in its 

implementing regulations. The application of these provisions has been explained by the tax authorities 

in several rulings which were summarized in 19913 as follows:   

 

 For both domestic and foreign travel, the taxpayer has a choice of either claiming a standard 

deduction or of itemizing.  The standard deduction for meals during domestic travel is 35 DM for a 

one day trip lasting more than twelve hours and 46 DM per day for longer trips.  Lower amounts are 

specified for partial days. Higher limits are granted to taxpayers who wish to itemize their meal costs 

during travel. However, 20% of the actual cost of itemized meals cannot be deducted, because the 

traveller's household is deemed to incur a saving of that amount by not providing the taxpayer a meal at 

home.  The maximum deductible amount per day is DM 64, provided that travel lasted more than 12 

hours. For shorter days, lower amounts are specified. 

 

 For travel abroad, the standard deduction and the maximum amount of itemized deductions for 

meals varies according to the cost of living in the particular country. These figures are prescribed in 

tables promulgated by the tax authorities,4 and these tables are based on a federal regulation on the 

daily meal allowance for civil servants travelling abroad.5  For travel in the United States, a German 

taxpayer can claim a standard deduction of DM 98 per day (of more than 12 hours) or he can itemize 

up to a maximum amount of DM 131.   

 

                                              
    

1
  Einkommensteuergesetz (EStG), repromulgated September 7, 1990, Bundesgesetzblatt, (BGBl., official law gazette of the 

Federal Republic of Germany) I, p. 1898, as amended. 

    2   Bundesreisekostengesetz, repromulgated November 13, 1973, BGBl. I, p. 162 1, as amended. 

    
3
  "Tabellen zu den Reisekosten und Reisekostenvergütungen, " 44 Der Betrieb, Beilage No. 2/91 (1991).  

    
4
 Id.  

    
5
  Auslandsreisekostenverordnung, May 21, 1991, BGBl. I, p. 1140.   



Cost of entertainment 

 

 Generally, the cost of entertainment is a business expenditure within the meaning of section 4, 

paragraph 4, of the Income Tax Code.  However, deductibility is denied to the extent that the 

expenditures should be classified as personal and are unreasonable under the circumstances. 6  Until 

1990, entertainment expenditures were questioned only when they were unreasonably high. In 1990, 

however, the Federal Tax Court issued a decision that denies deductibility if the entertainment is not 

primarily aimed at creating a setting for a business discussion.7  Since then, it is questionable whether 

it is deductible to invite clients or business contacts to the opera or a concert. 8  
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6
  EStG, § 4, para.7. 

    
7
  Bundesfinanzhof decision, February 16, 1990, Bundessteuerblatt II p. 575 (1990). 

    
8
  U. Steilen, "Unangemessene Repräsentationsaufwendungen," 47 Betriebs-Berater 755 (1992). 


	LRA-D-PUB-000996.pdf
	Disclaimer_2020.pdf
	LRA-D-PUB-000056.pdf
	disclaimer.pdf
	Blank Page
	Blank Page







