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With the Location Promotion Act (StoFöG), the legislator aims to send a strong signal for Germany as a fund domicile. 
Improvements to the regulatory and tax framework for venture capital investments are intended to facilitate access 
to financing for companies and to strengthen the venture capital ecosystem. However, the legislator falls short on a 
key point: the statutory fiction of asset management for investment funds. 
 
Clearer rules for investors in special funds 

 
The StoFöG, which largely came into force on 10 February 2026, introduces in particular amendments to the German 
Investment Tax Act (InvStG) and the German Investment Code (KAGB). The tax framework for venture capital 
investments is improved through adjustments to the taxation of investments in commercial partnerships and to the 
taxation of gains from the disposal of shareholdings in corporations held as business assets, provided such gains are 
reinvested (the so-called roll-over, not discussed further here). With the amendment to the catalogue of eligible 
assets for open-ended special AIFs (§ 284 (2) no. 2 lit. g KAGB), decisive simplifications are introduced regarding the 
eligibility of investments in closed-end venture capital and private equity funds. As regulatory special AIFs with fixed 
investment terms often qualify as special investment funds for tax purposes, the corresponding tax catalogue of 
eligible assets (§ 26 no. 4 lit. h InvStG) is also adjusted. 
 
By extending the catalogue to include funds structured as partnerships, special investment funds can now invest in 
(commercial) venture capital and private equity funds without the previously often required structuring of fund 
interests as securities (often combined with a listing on the Euro MTF), provided that the target investment qualifies 
as an AIF. Particularly in the case of co-investments, careful attention must therefore be paid to qualification as an 
AIF, i.e. as an investment fund. 
 
Against the backdrop of the proposals published by the European Securities and Markets Authority (ESMA) in June 
2025 to revise the so-called Eligible Assets Directive, where ESMA advocates significantly stricter requirements for 
classifying interests in closed-end funds as securities, the changes introduced by the StoFöG come at just the right 
time. They not only create new allocation opportunities for this important investor group in alternative investment 
funds but also reduce complexity. 
 
Allocation volumes increase – administrative burden decreases 
 
As a result of these legal changes, the classification – previously often applied by management companies (KVGs) of 
open-ended special AIFs – of participations in commercial funds under the so-called 10% “contamination threshold” 
becomes less relevant. Consequently, capital held by special AIFs can be deployed for investments in private equity 
and venture capital funds without requiring the previously common increase in fund volume (as a benchmark for the 
10% threshold). At the same time, administrative and operational burdens at the level of the KVG are significantly 
reduced. Monitoring obligations (compliance with investment restrictions and limits set out in the investment 
guidelines) are eliminated entirely, as are external eligibility assessments in relation to investments in partnerships. 
 
Need for improvement regarding tax transparency of investment funds 
 
In one key respect, the legislator once again falls short of expectations. The statutory fiction of asset management for 
investment funds remains a decisive factor for the majority of German venture capital and private equity funds. 
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From the perspective of a competitive fund domicile, it would have been desirable to enshrine the tax transparency 
of partnership-based funds in law. A corresponding request for review by the Economic AƠairs Committee of the 
German Bundesrat during the legislative process was unfortunately rejected by the Federal Government. 
 
References to the legal certainty and practicality of the so-called Private Equity Decree are not convincing, nor are 
the repeatedly invoked state aid concerns. The lack of tax transparency for investment funds is well known to result 
in trade tax at fund level as well as limited tax liability and filing obligations for foreign LPs. 
 
The Economic AƠairs Committee explicitly highlighted that both issues currently represent significant deterrents to 
investment in the German private equity market. Nevertheless, these concerns were not addressed, despite the fact 
that the issue of commerciality is increasingly coming into focus. 
 
Ongoing trend towards commercial fund structures in Germany 
 
Commercial fund structures are gaining increasing acceptance in Germany. While traditionally asset-managing funds 
continue to have their place, they must now be more closely aligned with the respective strategy and GP set-up. 
 
The industry has evolved: teams operate more professionally, strategies are more diƠerentiated, and many managers 
are already operating at the next stage of development. In contrast, the tax framework in some areas appears 
outdated. The so-called Private Equity Decree dates back to 2003 and has not kept pace with market developments. 
Certain issues that are relevant today were naturally not considered at the time, while others remain insuƠiciently 
defined and are sometimes interpreted more restrictively by the tax authorities. 
 
This creates a real tension for German GPs. Managers pursuing value-add strategies and seeking to create 
operational value at portfolio company level quickly reach the limits of asset-managing structures. Against this 
backdrop, it is not surprising that an increasing number of GPs deliberately opt for commercial structures. 
 
Access structures under the StoFöG 
 
For international LPs, the tax filing obligations in Germany resulting from investments in German commercial funds 
are diƠicult to justify; the same applies to tax-exempt German investors. Separate access routes into German 
commercial funds therefore remain necessary for both international LPs and tax-exempt domestic investors. 
 
One access structure currently being discussed in the context of the StoFöG is the use of parallel fund structures with 
German special funds (§ 285 KAGB) alongside commercial fund partnerships. International capital would be routed 
through the German special fund. It remains to be seen whether such German special funds will be acceptable to 
international LPs. In addition, German GPs without a full BaFin licence (so-called sub-threshold managers) are 
generally excluded from this structure due to the legal form requirements of the AIFs they manage. 
 
This structuring approach is based on the wording of the InvStG, according to which an investment fund is generally 
not deemed to engage in active entrepreneurial management if shareholdings in corporations are held directly and 
without short-term disposal intent. The legislator thereby clarifies that activities associated with equity investments – 
such as participation in fundamental business decisions, supervisory board roles, and inspection rights – do not 
undermine the asset-managing character of the investment fund.  
 
However, how the required co-investment agreements between the commercial fund partnership and the special 
fund will be treated remains to be seen. Another key question for German GPs is how carried interest can be 
repatriated eƠiciently from such structures. 
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Until the parallel special fund structure is conceptually mature, robust access structures with Luxembourg 
provenance remain the preferred solution for mobilising international capital. 
 
Conclusion 
 
The StoFöG reduces regulatory hurdles and existing uncertainties and may help mobilise growth and innovation 
capital, at least from German LPs. However, the key question remains unanswered: when will tax transparency for 
investment funds be introduced? 
 
If German GPs aim to attract capital from international LPs, separate access structures and tailored solutions remain 
necessary, often with a Luxembourg component. Ultimately, competition between fund domiciles will be determined 
by how eƠectively tax requirements can be translated into practical and internationally compatible structures. 
 


