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In brief 

The Finnish government has proposed amendments to the taxation of earned income of non-residents. 

The new proposal allows a non-resident person to request to be taxed on his/her income earned in 

Finland through a tax assessment i.e., progressive taxation instead of fixed tax-at-source withholding. 

The amendments may result in tax savings for non-resident individuals, but may also result in increased 

administrative burden.  

 

In detail 

Proposed amendments 

The Act on taxation of income of 
a person with limited tax 
liability (i.e., an individual who 
is deemed as a non-resident in 
Finland for internal tax 
purposes) is proposed to be 
amended.  The intent is to bring 
the regulations concerning 
taxation on non-residents’ 
earned income in line with 
European Union (EU) law and 
the legal praxis of the EU Court.  

Under the proposal, a non-
resident could request to be 
taxed on his/her income earned 
in Finland through a tax 
assessment i.e., progressive 
taxation instead of fixed tax-at-
source. The proposed procedure 
would apply to non-residents 
who live in the European 
economic area or in a country 

with which Finland has 
concluded an agreement on 
executive assistance and 
information exchange in tax 
matters, or those who hold a 
residence permit with a 
researcher status.  

Interplay with tax-at-source 

rules 

The current regulations on tax-
at-source on earned income will 
remain valid for those non-
residents who do not apply for 
the non-resident tax card or 
express in any other way their 
willingness to be taxed through 
a tax assessment. In general 
these non-residents do not have 
any reporting liabilities in 
Finland as the entity paying the 
income takes care of the tax-at-
source withholding as well as 
the reporting liabilities in 
Finland. 

Worldwide income taken 

into account 

When calculating the tax on 
income earned in Finland, the 
Finnish government has 
suggested that the worldwide 
income (i.e., salary income, 
pension income and social 
security benefits) would be 
taken into account (as 
exemption with progression). 
However, income received 
abroad or income received from 
Finland that is not taxable in 
Finland in accordance with a 
double tax treaty, would not be 
taken into account in the tax 
progression if the taxable 
income received from Finland is 
at least 75 percent of the tax 
payer’s total income.  
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Example 

Assume an individual, who lives in 
France, is staying and working in 
Finland for five months. As his/her 
stay in Finland does not exceed 
consecutive six months, he/she is 
treated as a non-resident in Finland 
for internal tax purposes. The 
individual's Finnish-source salary 
income amounts to 25,000 EUR. 
Additionally, during the tax year the 
individual receives 35,000 EUR as 
salary income from France.  

The individual has an option to be 
taxed in accordance with the new 
regulations for non-residents in 
Finland i.e., he/she could request to 
be taxed on his/her income earned in 
Finland through a tax assessment 
instead of the current regulations on 
tax-at-source (tax-at-source tax 
amounting to 35%).  

Because the individual’s taxable 
income received from Finland is less 
than 75 percent of the individual's 
total worldwide income, the income 
he/she receives from France is taken 
into account in the tax progression. 

With this individual's income level, 
his/her effective tax rate would be 
approximately 30%. Thus, the 
Finnish-source income would be taxed 
at a tax rate of 30% instead of 35% 
tax-at-source.  

In order for the individual to be taxed 
in accordance with the new 
regulations, he/she needs to apply for 
the non-resident withholding tax card 
or express in any other way his desire 
to be taxed through a tax assessment. 
The individual needs to provide the 
tax authorities with a clarification on 
his worldwide income and provide the 
tax authorities supporting 
documentation if required. 

The takeaway 

The proposed amendments would be 
implemented from the beginning of 
2014 and they would apply to income 
received as of the day of their entry 
into force.  

The proposed amendments would be 
implemented only for certain 
individuals - those who are deemed as 
non-residents in Finland for internal 

tax purposes and who live in the 
European economic area or in a 
country with which Finland has 
concluded an agreement on executive 
assistance and information exchange 
in tax matters, or those who hold a 
residence permit with a researcher 
status.  

Even though the proposed 
amendments facilitate the possibility 
for a non-resident individual to 
potentially decrease their tax burden 
in Finland, they may also result in an 
increased administrative burden.  This 
is due to the fact that the non-resident 
individual needs to apply for a non-
resident withholding tax card, provide 
clarifications on his/her total 
worldwide income, as well as file a tax 
return or at least review a pre-
completed tax return provided by the 
tax office.  

Global mobility program managers 
should consider this potential new 
option beginning in 2014 and think 
about what process and policy 
changes should be implemented.   
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