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COUNTRY SUPPLEMENT 

POLAR CAPITAL FUNDS, PLC (THE "COMPANY") 

_________________________________________________ 

 

This Country Supplement forms part of and should be read in conjunction with the Prospectus for the 

Company dated 28th August 2023 and the Supplements for the Sub-Funds dated 28th August 2023 and 

28th December 2023 (as amended or Supplemented) (the “Prospectus”).   

 

This Country Supplement amends the Table of Contents in the Prospectus for the Company such that 

reference is specifically made to this Country Supplement. 

 

All capitalised terms contained herein shall have the same meaning in this Country Supplement as in the 

Prospectus unless otherwise indicated. 

 

The Directors of the Company, whose names appear under the heading “Management and Administration” 

are the persons responsible for the information contained in the Prospectus and accept responsibility 

accordingly. To the best of the knowledge and belief of the Directors (who have taken all reasonable care to 

ensure that such is the case) the information contained in this document is in accordance with the facts and 

does not omit anything likely to affect the import of the information. 

 

ADDITIONAL INFORMATION FOR INVESTORS IN THE FEDERAL REPUBLIC OF GERMANY 

 

Facilities for retail investors in Germany 

 

In order to fulfil its obligations under Section 306a(1) of the German Capital Investment Code, the Manager 

has established appropriate internal bodies and has services provided by third parties on the basis of written 

agreements. The third parties are: 

 

SCHEDULE 1 Northern Trust International Fund Administration Services (Ireland) Limited (the 

“German Agent”), has been appointed to perform the following task (Section 306a(1) no. 1 of the 

German Capital Investment Code): 

 

Processing subscription, payments, redemptions, and conversion orders of investors for units of the Fund 

in accordance with the requirements set forth in 

(A) the key information document; 

(B) the Prospectus; 

(C) the last annual and, if applicable, semi-annual reports; 

(D) the investment conditions; 

(E) Memorandum and Articles of Association 

(collectively, the “Sales Documentation”)  

 

The German Agent can be contacted under: George’s Court, 54-62 Townsend Street, Dublin 2, Ireland 

and at polar_TA@ntrs.com. 

 

SCHEDULE 2  

Zeidler Legal Process Outsourcing Ltd has been appointed to perform the following tasks (Section 

306a(1) nos. 2 – 6 of the German Capital Investment Code (the “German Information Agent”): 
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(A) Informing investors on how to place the orders referred to in no. 1 and how redemption proceeds 

are to be paid out; 

(B) Providing information to Shareholders on how to place subscription, payment, redemption and 

conversion orders and how redemption proceeds will be paid out; 

(C) Facilitating of and information on access to procedures and arrangements for dealing with investor 

complaints pursuant to Section 28(2) no. 1 of the German Capital Investment Code; 

(D) Providing investors with the Sales Documentation;  

(E) Providing investors with relevant information on the tasks performed by the institution on a durable 

medium available to them; and 

(F) Contact point for BaFin. 

 

The German Information Agent can be contacted under South Point, Herbert House, Harmony Row, Grand 

Canal Dock, Dublin 2, Ireland and at  facilities_agent@zeidlerlegalservices.com.  

 

The Prospectus (including the Supplements), the Key Information Documents, the Memorandum and Articles 

of Association of the Company and the audited annual and unaudited semi-annual reports of the Company, 

each in paper form, as well as the Net Asset Value per Share, issue and redemption prices and any switching 

prices are available and may be obtained free of charge at the office of the German Information Agent.  

 

The issue and redemption prices will be published on www.fundinfo.com. Any notices for shareholders in the 

Federal Republic of Germany will be sent by post to the shareholders and also may be obtained free of charge 

from the German Agent. In the following events, an additional notice will be published on 

www.polarcapital.co.uk: suspension of the redemption of Shares; termination of the management of the 

Company; liquidation of the Company or a Fund; changes to the Articles of Association that are inconsistent 

with the existing investment principles, affect significant investor rights, or relate to remuneration or 

compensation of expenses that may be paid out of a Fund (stating the background and the investors' rights); 

the merger of a Fund or the possible conversion of a Fund into a feeder fund. 

 

Taxation 

 

The following considerations provide an overview of the income tax consequences of an investment in the 

sub-funds of Polar Capital Funds plc specified in this Prospectus (hereinafter the “Investment Funds”). These 

statements do not purport to be exhaustive. They only relate to the German taxation of investors in Investment 

Funds who are subject to unlimited tax liability in Germany (hereinafter the “Investors”).  

 

These statements are based on an interpretation of the applicable tax laws on 31 December 2021. The relevant 

tax treatment may change at any time – including retroactively – and depends on the Investor’s personal 

situation. This may cause future deviations from the taxation described below. Investors and potential investors 

are strongly recommended to seek professional tax advice on the tax effects of an investment in shares of 

Investment Funds. 

 

Legal situation since entry into force of the Investment Tax Reform Act  

 

The Investment Tax Reform Act of 19 July 2016 (Investmentsteuerreformgesetz - InvStRefG), which was 

published in the Federal Gazette on 26 July 2016, has replaced the former semi-transparent taxation regime 

for mutual investment funds in favour of a concept providing for a separate taxation at the fund level on the 

one hand and at the investor level on the other hand starting from 1 January 2018. 

 

mailto:facilities_agent@zeidlerlegalservices.com
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Thereafter, mutual investment funds are no longer fully tax-exempt. Rather, certain domestic earnings are 

subject to taxation at the Investment Fund level (I.). At the Investor level (II.), distributions made by a mutual 

investment fund, capital gains from a disposal of shares in mutual investment funds and a so-called advance 

lump-sum (Vorabpauschale) are subject to taxation. As compensation, the Investor receives under certain 

conditions a tax-exemption for a portion of the earnings received from the mutual investment fund (so-called 

partial exemption) to compensate for the tax burden at the Investment Fund level. 

 

As a result of the implementation of the InvStRefG, all shares in the Investment Funds were deemed to be 

sold at their redemption price on 31 December 2017 and deemed to be re-acquired at their redemption price 

on 1 January 2018 for tax purposes (Section 56 (2) sentence 1 of the German Investment Tax Act, InvStG). 

This deemed sale constituted a realisation event for tax purposes for Investors holding Investment Fund shares 

before 1 January 2018. The capital gain realised as a result of the deemed sale has to be determined pursuant 

to the tax provisions applicable until 31 December 2017, but will be taxed only according to the then applicable 

rules when the shares in the Investment Funds are actually sold whereby a deemed sale pursuant to Section 

19 (2) InvStG (in case the Investment Funds no longer fall into the scope of the InvStG) or pursuant to Section 

52 (2) InvStG (in case a special investment fund no longer fulfils the requirements pursuant to Section 26 

InvStG) are treated as an actual sale. At the Investment Fund level, the amounts determined for taxation 

pursuant to the rules applicable until 31 December 2017, such as loss carry-forwards, deemed distributed or 

accumulated income, were forfeited as of 1 January 2018. 

 

The description below only relates to the tax provisions that apply to mutual investment funds and their 

investors as from 1 January 2018. Special investment funds, which must fulfil certain additional requirements, 

are subject to separate provisions. Essentially, special investment funds are at fund level subject to taxation 

with certain domestic earnings; investors in special investment funds continue to be subject to a semi-

transparent taxation regime similar to the legal situation that applied until 31 December 2017 (i.e. taxation at 

the investor level of distributed and deemed distributed earnings and of capital gains from a disposal of special 

investment fund units) with certain tax exemptions applying at investor level. In relation to certain items of 

income special investment funds may opt for a fully transparent taxation leading to a tax exemption at special 

investment fund level. 

 

I. Taxation at the Investment Fund level 

 

1. Taxable income 

 

The Investment Funds are foreign investment funds and, as such, are deemed to be separate legal estates 

within the meaning of Section 2 no. 1 of the German Corporate Income Tax Act (KStG) and are partially subject 

to limited corporate tax liability in Germany with certain items of income from a domestic (i.e. German) source. 

In particular, domestic income from participations, domestic real estate earnings and other domestic income 

are subject to limited tax liability in Germany at the Investment Fund level. Domestic income from participations 

includes, in particular, dividends and payments on equity participation rights paid by German tax resident 

companies as well as manufactured dividend payments and securities lending fees paid in relation to 

participations in companies tax resident in Germany. Domestic real estate earnings include, in particular, 

income from letting and leasing as well as gains from the sale of real estate located in Germany. Other 

domestic income includes all income within the meaning of Section 49 (1) of the German Income Tax Act 

(EStG) except for capital gains within the meaning of Section 49 (1) no. 2 lit. e) EStG (i.e. capital gains from 

the disposal of participations in corporations of at least 1%) unless they are included in domestic income from 

participations or domestic real estate earnings. Accordingly, the tax liability relates in particular to interest on 

loans collateralised by domestic real estate, payments on debt participation rights and income from typical 
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silent partnerships, from profit-participating loans and from convertible bonds if the debtor is resident in 

Germany (Section 49 (1) no. 5 lit. a) and c) EStG). 

 

To the extent that the taxable income of the Investment Funds is subject to withholding tax (in particular 

dividends), the tax rate is 15.00% (if the Investment Fund presents a valid status certificate to the withholding 

agent) and has final effect settling the relevant Investment Fund’s tax liability. Where solidarity surcharge is 

levied, the amount of withholding tax is reduced accordingly so that an ultimate withholding tax rate of 15.00% 

is applied including solidarity surcharge. Where the taxable income of the Investment Funds is not subject to 

a tax deduction at source (in particular domestic real estate earnings), tax is levied on such income by way of 

a tax assessment. In this case, corporate income tax is applied at a rate of 15.00% plus solidarity surcharge 

of 5.5% thereon, i.e. at a total rate of 15.825%. 

 

To the extent that certain tax-privileged investors hold interests in the Investment Funds, the relevant 

Investment Fund’s generally taxable domestic income may be tax-exempt pursuant to Section 8 of the German 

Investment Tax Act (InvStG) at the level of the Investment Fund under certain conditions and upon application 

by the relevant Investment Fund. If only tax-privileged investors within the meaning of Section 8 (1) or (2) 

InvStG may participate in an Investment Fund or one of its share classes under the relevant investment 

conditions, the Investment Fund or the relevant share class is fully tax-exempt under certain conditions without 

having to make a separate application (Section 10 InvStG). 

 

2. Non-taxable income 

 

Any other types of income not specified under I.1. above are not taxable at the level of the Investment Fund. 

This applies, in particular, to domestic and foreign interest earnings (except for the interest earnings covered 

by Section 49 (1) EStG), foreign dividends, foreign real estate earnings, gains from derivatives transactions, 

capital gains from the disposal of shares in domestic or foreign corporations as well as earnings from domestic 

or foreign target investment funds (i.e., for target mutual investment funds, distributions, the advance lump-

sum and capital gains from a disposal of fund shares and, for target special investment funds, distributed 

earnings and deemed distributed earnings as well as capital gains from a disposal of fund shares). 

 

II. Taxation at the Investor level 

 

1. Taxation of investment earnings 

 

At the Investor level, current distributions by the Investment Funds, capital gains from a disposal of Investment 

Fund shares and advance lump-sums are generally fully taxable as investment earnings within the meaning 

of Section 16 (1) InvStG. The (partial) tax exemptions pursuant to Section 3 no. 40 EStG and Section 8b KStG 

are not applicable. Capital distributions (Substanzausschüttungen) are, in general, fully taxable investment 

earnings. 

 

For private investors, investment earnings qualify as capital income and are, as such, subject to a final 

withholding tax at a rate of 25% (plus solidarity surcharge of 5.5%), in accordance with Section 20 (1) no. 3 

EStG. Upon application of a private investor, the personal income tax rate applies if this is more beneficial for 

the respective private investor (so-called more beneficial test - Günstigerprüfung). A lump sum for income-

related expenses is deducted from all capital income received by the relevant Investor, in the amount of EUR 

801 in case of a separate tax assessment and in the amount of EUR 1,602 in case of a joint tax assessment 

of spouses. No additional income-related expenses are deductible. Losses from capital investments may not 

be netted with other types of income or be deducted therefrom pursuant to Section 10d EStG; however, they 
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reduce the amount of income from capital investments in subsequent assessment periods. Losses incurred by 

a private investor from the derecognition of investment fund units without value, from the transfer of investment 

fund units without value or from any other form of default in relation to the investment fund units may only be 

offset in the amount of up to EUR 20,000 against capital income. Any exceeding loss may be carried forward 

to subsequent years to be offset against capital income, whereby the offset is limited to EUR 20,000 per year.  

 

Business investors are taxed on any taxable income at their personal income tax rate (plus solidarity surcharge 

of up to 5.5% if the income tax liability of the investor that forms the basis of the solidarity surcharge exceeds 

certain thresholds). In relation to investors subject to German corporate income tax 

(körperschaftsteuerpflichtige Anleger), a tax rate of 15% (plus 5.5% solidarity surcharge) applies. In the case 

of a trading business, income is further subject to trade tax. Business expenses related to income from the 

Investment Funds are generally fully deductible. Losses from investments in the Investment Funds may be 

offset without limitation. 

 

For private investors and business investors which are not corporate entities, church tax may be due in 

addition. 

 

Investment earnings are generally subject to withholding tax at a rate of 26.375% (including solidarity 

surcharge) pursuant to Section 43 (1) sentence 1 no. 5 and 9, Section 43a (1) sentence 1 no. 1 EStG. The 

deduction of withholding tax generally has a final settling effect for a private investor (so-called final withholding 

tax - Abgeltungsteuer), so that income from capital investments, as a rule, does not need to be declared in the 

income tax return. For business investors and investors subject to corporate income tax as well as for private 

investors in the event of the more beneficial test (Günstigerprüfung), the withholding tax deducted is, as a 

general rule, creditable on the relevant investor’s income or corporate income tax or refundable in the relevant 

investor’s tax assessment. 

 

If tax is deducted by a domestic custodian, any applicable church tax thereon is normally withheld at source in 

addition to the tax deduction. The deductibility of church tax as a special expense is taken into account when 

calculating the amount of taxes to be withheld. 

 

For private investors, no tax needs to be deducted where the Investor provides a withholding tax exemption 

certificate of a sufficient amount, if the taxable earnings portions do not exceed an amount of EUR 801 or, in 

case of a joint tax assessment of spouses, EUR 1,602. 

 

For tax-exempt institutional investors (such as, for example, pension funds), no withholding tax is deducted 

under specific conditions in accordance with Section 44a (4) EStG. The same applies under certain conditions 

where Investors are domestic credit or financial services institutions or domestic asset management 

companies; in the case of capital gains from a disposal of Investment Fund shares, this also applies under 

certain conditions where the Investor is a corporation subject to unlimited tax liability or where the capital gains 

are business income of a domestic business (Section 43 (2) sentences 2 and 3 EStG). 

 

Investment earnings are not recognised for tax purposes where the Investment Fund shares are held in 

connection with retirement or basic pension contracts certified pursuant to Section 5 or Section 5a of the 

Pension Contract Certification Act (Altersvorsorgeverträge-Zertifizierungsgesetz) (Section 16 (2) sentence 1 

InvStG). 
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2. Calculation of advance lump-sum 

 

For accumulating Investment Funds, a so-called advance lump-sum (Vorabpauschale) is in principle to be 

applied for tax purposes, irrespective of any distribution to the Investor, pursuant to Section 18 InvStG. The 

advance lump-sum corresponds to the amount by which an Investment Fund’s distributions in a calendar year 

fall below the basic income for such calendar year. The basic income is determined by multiplying the 

redemption price of the investment fund share at the beginning of the calendar year by 70% of the base interest 

rate pursuant to Section 18 (4) InvStG. However, the basic income is limited to the surplus amount that occurs 

between the first and the last redemption price determined in the calendar year plus the distributions made 

within such calendar year. If no redemption price is determined, the redemption price is replaced by the 

exchange or market price. The advance lump-sum (if any) is deemed to be accrued to Investors on the first 

working day of the following calendar year, irrespective of the Investment Fund’s financial year. Since the basic 

interest rate for the calendar year 2021 published by the German Federal Ministry of Finance is negative, no 

advance lump-sum will be recognised for tax purposes on the first business day of the calendar year 2022 for 

the calendar year 2021. 

 

To avoid double taxation, if Investment Fund shares are sold the advance lump-sums recognised during the 

holding period are to be deducted from the capital gains pursuant to Section 19 (1) sentences 3 and 4 InvStG. 

For this purpose, Investors preparing a balance sheet must include an adjustment item and business investors 

preparing cash flow accounts must include a memorandum item, each in the amount of the advance lump-

sums recognised during the holding periods, which is reversed on the sale of the investment fund share with 

the effect of reducing profits or, as the case may be, increasing losses. 

 

In certain conditions, the advance lump-sum is not to be recognised for life insurance companies, health and 

nursing care insurance companies and in relation to Investment Fund shares held in connection with 

occupational pension provision under the German Company Pension Act (Section 16 (2) sentence 2 InvStG). 

 

If the shares are held in safe custody in a German securities account, the taxable advance lump-sums are 

subject to a withholding tax at a rate of 26.375% (including solidarity surcharge plus, where applicable, church 

tax). For private investors, no tax needs to be deducted where the Investor provides a withholding tax 

exemption certificate of a sufficient amount. The same applies, under certain conditions, to tax-exempt 

institutional investors and to domestic credit or financial services institutions or domestic asset management 

companies (see II.1. above). Otherwise, the Investor must provide to the domestic custodian the amount of 

withholding tax to be imposed. For this purpose, the custodian may collect the amount of withholding tax to be 

imposed, without the Investor’s consent, from an account of the Investor it maintains in the Investor’s name. 

To the extent that the Investor does not fulfil its obligation to provide to the custodian the amount of withholding 

tax to be imposed, the custodian must notify this to the competent tax office. 

 

3. Partial exemptions 

 

As a compensation for the tax burden of investment earnings at the Investment Fund level, Investors of 

Investment Funds with a specific investment focus (equity, mixed and real estate funds) receive a partial 

exemption from tax. The partial exemption is available for all investment earnings from the Investment Funds, 

i.e. distributions, the advance lump-sum and capital gains from a disposal of Investment Fund shares. The 

level of exemption depends on the investment focus and the typical tax burden applying to investment funds 

with the relevant investment focus. 
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Equity funds are investment funds which, in accordance with their investment conditions, continuously invest 

more than 50% of their value in equity investments (see Section 2 (6) InvStG).  

 

Pursuant to Section 2 (8) sentence 1 InvStG, equity investments are shares in corporations listed on an 

exchange or quoted on other organised markets, shares in other corporations to the extent that they are 

resident and subject to tax and not tax-exempt in an EU/EEA state or are resident in a third state and  subject 

to income tax at a rate of at least 15% without being tax exempt, and shares in target equity funds (at a portion 

of 51% of the value of the investment fund share) and target mixed funds (at a portion of 25% of the value of 

the investment fund share). If the target fund stipulates in its investment conditions a higher equity investment 

percentage than 51% in case of target equity funds or 25% in case of target mixed funds, such stipulated 

higher percentage of the value of the investment fund share is deemed as an equity investment. Pursuant 

Section 2 (8) sentence 5 InvStG certain shares or participations do not qualify as equity investments. This 

applies for example to participations in partnerships even if these partnerships hold shares in corporations. 

 

According to the German tax authorities, equity investments may only be taken into account for purposes of 

the equity investments ratio if the investment fund is their civil law owner and their beneficial owner pursuant 

to Section 39 (2) no. 1 Fiscal Code (Abgabenordnung, AO). If an investment fund has transferred civil law 

ownership in equity investments (e.g. in the context of a securities lending transaction), such equity 

investments may not be considered when calculating the equity investments ratio. 

 

For equity funds, the partial exemption is 30% for private investors, 60% for business investors and 80% for 

investors subject to corporate income tax. If the Investor is a life or health insurance company and the 

investment fund shares are held as capital assets, if the Investor is a credit, financial services or securities 

institution and the investment fund shares are attributable to its trading book, or if the Investor is a financial 

enterprise the majority of which is held by a credit, financial services or securities institution and the investment 

fund shares are to be reported as current assets at the time of their receipt as business assets, then the partial 

exemption is 30%, irrespective of whether the Investor is a business investor or an investor subject to corporate 

income tax. 

 

Mixed funds are investment funds which, pursuant to their investment conditions, continuously invest a 

minimum of 25% of their value in equity investments within the meaning of Section 2 (8) InvStG. For mixed 

funds, the partial exemption is granted at half the rate granted for equity funds, i.e. 15% for private investors, 

30% for business investors and 40% for investors subject to corporation tax (for each of the latter two investor 

types subject to the exceptions mentioned in the preceding paragraph). 

 

Real estate funds are investment funds which, pursuant to their investment conditions, continuously invest 

more than 50% of their value in real estate and real estate companies (Section 2 (9) sentence 1 InvStG). In 

this case, the partial exemption is granted at a uniform rate of 60% for private investors, business investors 

and investors subject to corporate income tax. If the real estate fund, in accordance with its investment 

conditions, continuously invests more than 50% of its value in foreign real estate and foreign real estate 

companies (foreign real estate fund), the partial exemption is granted at a uniform rate of 80% for private 

investors, business investors and investors subject to corporate income tax. 

 

For trade tax purposes, the partial exemptions at Investor level apply at half the rate applicable for income and 

corporate tax purposes. 

 

Partial exemptions for investment earnings are, in general, already to be considered when calculating the 

amount of withholding tax. However, in the tax deduction procedure for equity and mixed funds, the exemption 
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rate applicable to private investors of 30% or, as the case may be, 15% is always initially applied in each case; 

business investors and investors subject to corporate income tax may claim the applicable higher partial 

exemption rates (60% or 80%) in the tax assessment procedure only. 

Business expenses with an economic nexus to investment earnings from equity, mixed or real estate funds, 

are proportionally not deductible at the Investor level in the percentage of the relevant partial exemption rates 

(Section 21 InvStG). 

 

To qualify as an equity, mixed or real estate fund, the Investment Funds must generally stipulate the relevant 

investment requirements in their investment conditions. The investment conditions include, in particular, the 

constitutive documents of the relevant fund such as, for example, its articles of association or company 

agreement. 

 

The actual investment practice of the Investment Fund also has to comply with the applicable investment 

requirements. At the point in time, an equity fund, a mixed fund or a real estate fund significantly breaches its 

investment conditions and falls below the relevant equity investments ratio resp. real estate ratio, it does no 

longer qualify as an equity fund, mixed fund or real estate fund. In this case, the investment fund shares are 

deemed to be sold at their redemption price at the time of the breach and to be re-acquired at the same price 

on the next day. Whether a breach is significant has to be assessed on the basis of the entire circumstances 

of each individual case, in particular taking into account the degree to which the breach was caused by the 

fund manager, the duration and the extent of the breach. A mere passive breach of the equity investments 

ratio (e.g. due to value fluctuations of the assets) does according to the German tax authorities not constitute 

a significant breach, if appropriate measures to meet the equity investments ratio (resp. real estate ratio) again 

are taken by the Investment Fund without undue delay after it becomes aware of the passive breach. In 

addition, the German tax authorities as a rule do not assume a significant breach if an equity fund or a mixed 

fund falls below the applicable equity investment ratio on up to 20 business days during a financial year.    

 

If the investment conditions of an Investment Fund do not specify a sufficient equity or real estate ratio or if no 

investment conditions exist, Investors will nevertheless be granted partial exemptions if they prove that the 

Investment Fund has in fact continuously exceeded the minimum investment levels during the financial year. 

In this case, partial exemptions are taken into account in the relevant Investor’s tax assessment upon 

application by the Investor. 

 

DATED: 28 December 2023 

 
 
 

 

 


