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In brief 

The Danish Government received a statement of objections from the European Union (EU) Commission 

on April 26, 2013. The Commission believes that a conflict exists with the principle of free movement of 

persons, employees and capital when persons who are resident in Denmark and who have received 

income in another EU member state or a state within the European Economic Area, lose a proportional 

part of their personal tax allowance when relief is calculated.  The Danish Government agreed and as a 

result, new guidelines for resumption have been issued by the Danish tax authorities.  Resumption of tax 

assessments from the income year 2010 and thereafter is possible.  

 

In detail 

Description of the problem 

The EU-legal problem arises 
when a person who is resident 
in Denmark has income from 
abroad where tax relief should 
be given based on the 
exemption method.  In the 
double tax treaties, the relief 
will typically depend on the type 
of income. For salary income, 
the agreement typically calls for 
the country of residence to give 
relief according to the credit 
method. 

Denmark uses the exemption 
method in connection with 
salary earned abroad when this 
income for example, is earned in 
Finland, Iceland, Sweden, 

Norway and Germany and 
where the employee according 
to EU-law is socially secured in 
the country of work and pays 
social security contributions 
there.  Also, section 33 A of the 
Tax Assessment Act contains an 
internal Danish relief rule that 
gives exemption. The individual 
can choose to use this rule 
instead of a tax treaty if the 
conditions for use of the rule are 
met.  

When using the exemption 
method, the foreign income is 
included in the taxable income 
base and the tax is calculated as 
normal with a deduction of the 
tax value of the personal tax 
allowance. Subsequently, a tax 

relief is granted. The tax relief 
equals the share of the total 
Danish tax which proportionally 
relates to the foreign income. 

As the tax value of the personal 
tax allowance is deducted from 
the calculated tax which is 
subsequently divided between 
Danish and foreign income 
respectively, a proportional 
share of the personal tax 
allowance through this 
calculation is connected to the 
foreign income which conflicts 
with the principle of free 
movement. 
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The EU Commission 

The Commission believes that the 
Danish personal tax allowance must 
be considered a preferential treatment 
of a personal and/or family-related 
nature as this guarantees the 
individual an income tax-free 
subsistence level.  Such preferential 
treatment according to the practice of 
the EU Court of Justice must not be 
lost as a result of income from another 
member state, unless the personal and 
family-related conditions are 
considered at taxation in this other 
state. 

The Danish Government has 
confirmed to the Commission that it 
agrees with this point of view. Based 
on this, the calculation method for 
relief will be changed.  

The takeaway 

The Danish tax authorities are able to 
look up any affected persons and 
where the changed practice will result 
in an overpayment of taxes, new tax 
assessments for such persons will 
automatically be issued. 

Global mobility managers should 
consider their assignee populations in 
Denmark and the impact of this 
change.  Persons who believe they are 
covered by this change but who are 
not contacted by the Danish tax 
authorities within the next couple of 
months, should contact their tax 
advisor.  The deadline for resumption 
of tax assessments for 2010 is May 1, 
2014.   

 

 
 

 
 

Let’s talk   

For a deeper discussion of how this issue might affect your business, please contact a member of your International 

Assignment Services (IAS) engagement team or the following professionals from IAS in Denmark: 

International Assignment Services 

Benedicte Wiberg  

+45 (0) 3945 3327 

bew@pwc.dk 

 

Anne Øvlisen  

+45 (0) 3945 9472 

aov@pwc.dk 
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