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Denmark – Government Presents Bill 
Revising Special Expatriate Tax Scheme  
 

After having undergone a public hearing, a bill including significant changes to the Danish special tax scheme for 
expatriates was presented by Denmark’s government on 3 October 20181. 

The bill includes several initiatives making it easier for employers and their employees to apply the Danish special tax 
scheme.  The bill also makes it more “predictable” – considering the prior uncertainty from the tax authorities – for 
employers and their employees to determine if they will meet the requirements for applying the scheme. 

The most recent interpretation of the Danish special tax scheme has been criticized as not being in line with the purpose 
of the scheme, which is to attract and maintain highly qualified workers.  As such, the bill has been well received by the 
various parties concerned.   

The bill is expected to enter into force on 1 January 2019. 

 

WHY THIS MATTERS 

The bill’s provisions aim to modernise the existing rules and promote mobility. 

The bill – which directly addresses many of the situations having led to the above-noted discussions – is widely viewed 
as a step in the right direction, in other words towards a more appropriate version of the Danish special tax scheme as it 
was originally intended, but taking on board the nuances of 21st century cross-border business.

 

Special Tax Scheme in Brief  
When meeting the conditions of the scheme, an employee can choose to be taxed at a beneficial tax rate (27% tax plus 
8% labour market contribution, equating to 32.84% effectively) compared to taxation under the ordinary Danish tax rules 
(marginal tax rate of up to 55%-56%).  (For prior coverage, see GMS Flash Alert 2017-176, 28 November 2017.)  

https://home.kpmg.com/xx/en/home/insights/2017/11/flash-alert-2017-176.html
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Following another recent amendment, the scheme can now be applied for up to 84 months (in contrast to only 60 
months before 1 January 2018). 

Highlights of the Initiatives in the Bill   

Given the number of cases where the Danish tax authorities have refused to grant employees the benefit of the Danish 
special tax scheme, many have taken a second look at the Danish Tax at Source Act ("Kildeskatteloven") section 48E-F. 

Often, the discussions about the Act’s section 48E-F stem from advisers disagreeing with the decisions made by the 
Danish tax authorities in terms of whether or not – or to what extent – an employee qualifies for the Danish special tax 
scheme. 

Employment within the Same Legal Entity 

Currently, an employee who is hired by a Danish branch directly after his/her employment with the parent company is 
not considered eligible for taxation under the Danish special tax scheme.  This is due to the fact that one of the 
conditions to apply the scheme is that the individual’s Danish tax liability must start in connection with the 
commencement of his/her Danish employment.  As the parent company and the Danish branch are considered part of 
the same legal entity, the Danish tax authorities do not consider the employee in the above situation eligible for the 
special expatriate tax scheme.  The same principle applies where an employee is hired by a Danish parent company 
directly after his/her employment with a foreign branch of the parent company. 

If the bill is adopted in its current form, employees will be able to apply the scheme even when being hired by a Danish 
branch or permanent establishment within the same legal entity as the former employer. 

Meeting the Salary Requirement While on Parental Leave   

One of the conditions of the Danish special tax scheme is that the employee – according to his/her employment 
contract – be guaranteed a monthly gross salary of DKK 65,195 per month (for 2018).  If the salary requirement is not 
met, the employee's entire employment income for that income year is retroactively taxed according to the ordinary 
Danish tax rules.  Employment income will also be taxed according to the ordinary Danish tax rules in following years. 

Under the current regulation, the salary requirement cannot be waived – even if the reason for the salary requirement 
not being met is the taxpayer being on parental leave. 

If the bill is adopted in its current form, a period where the employee – due to parental leave – has a reduced or no 
salary will be excluded from the calculation of whether the employee meets the salary requirement.  The principle also 
applies where the parental leave stretches across two income years.  The employee, however, might be required to 
document that he/she was on parental leave and therefore did not meet the salary requirement. 

Currently, an employee can apply the Danish special tax for up to an 84-month period (7 years).  A period with parental 
leave does not lead to an extension of the 84-month period. 

Distribution of a Bonus (or Similar) Payment after Terminated (Special Tax Scheme) Employment   

A condition of the Danish special tax scheme is that the employee in question cannot have been tax liable in Denmark 
(as a resident or nonresident) in the past 10 years according to the ordinary Danish tax rules. 

Consequently, if an employee terminates his/her Danish employment, leaves Denmark, and later receives a bonus 
payment that relates to the (special tax scheme) employment period, the bonus payment will be taxed according to the  
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ordinary Danish tax rules and will thus disqualify the employee from applying any potential remaining period of the 
special tax scheme. 

It has therefore been proposed that the distribution of such a bonus (or similar) payment should not disqualify the 
employee for applying what remains of his/her period under the Danish special tax scheme. 

 

KPMG NOTE 

Over the past few years it has been common for many Danish tax advisers to question the decisions of the Danish tax 
authorities – primarily in cases where the question has been the branch/permanent establishment issue mentioned 
above. 

Following a ruling from the Danish Tax Appeals Agency in the beginning of 2018, it was concluded that employees could 
not use the special tax scheme when hired by a Danish branch directly after having been employed by the foreign 
parent company of the Danish branch.  As such, the KPMG International member firm in Denmark considers it a positive 
factor that the Danish government has now presented a bill to amend this practice, which has affected a number of 
employees and/or the employers that have guaranteed their employees a specific net salary. 

KPMG in Denmark will endeavor to publish another GMS Flash Alert following up on the adoption of the bill. 

 

 

FOOTNOTE: 

1  For the bill (in Danish) on amending the Danish Tax at Source Act ("Kildeskatteloven") including provisions pertaining to 
the Danish special tax scheme as proposed, click here. *      *      *      * 

 

   

https://www.ft.dk/ripdf/samling/20181/lovforslag/l30/20181_l30_som_fremsat.pdf


 

4 

Contact us 

For additional information or assistance, please contact your local GMS or People Services professional or one of the 
following professionals with the KPMG International member firm in Denmark: 

 

Pernille Paisen  
Tel. +45 5374 7024 
pernille.paisen@kpmg.com 

 

Joachim Henius Dreijer 
Tel. +45 5374 7089 
joachim.dreijer@kpmg.com 

 
 

The information contained in this newsletter was submitted by the KPMG International member firm in Denmark. 
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