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Exemption from Danish tax related to salary 
earned abroad is now abolished 

In Brief 
 
Section 33A of the Danish Tax 
Assessment Act (Section 33A) was 
introduced in 1975 to improve 
opportunities for export by making it 
fiscally advantageous for eligible 
persons to work abroad. Specifically, 
this provision granted tax exemption 
from Danish tax related to salary 
earned outside of Denmark by persons 
with full Danish tax liability.  Recently 
agreed tax reform designed to reduce 
growing unemployment in Denmark 
has abolished Section 33A, thereby 
potentially increasing costs connected 
with overseas assignments of the 
Danish mobile work force. 
 

Background 
 

After it was introduced in 1975, Section 
33A was amended several times to 
make it much easier for employees to 
be assigned and for companies – 
especially export companies - to assign 
their employees abroad.  
 

The latest version of Section 33A 
implied that a person who was fully tax 
liable to Denmark, but worked abroad  
and paid taxes in the work country on 
salary earned there could reduce their 
Danish tax liability with the part of the 
total Danish tax that related to the 
salary earned abroad (exemption with 
progression), if the following conditions 
were met: 
 

 the stay abroad lasted for at least six 
months 
 

 the person could not perform work in 
Denmark while working abroad 
except for necessary work in relation 
to the work abroad, and 
 

 the person stayed in Denmark for a 
maximum of 42 days within any six 
month period during the stay abroad.  

 
If Denmark had taxation rights to 
salary earned abroad under a double 
tax treaty, the person was granted half 
exemption on their Danish liability.  In 
effect, Section 33A afforded eligible 
persons a more favourable tax situation  
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than was available from double tax 
treaties, as most double tax treaties 
only grant a credit for the taxes paid. 
 
Abolition of Section 33A   
 
Under recently agreed tax reform 
provisions, Section 33A is discontinued 
as part of the financing of various 
interventions to reduce growing 
unemployment in Denmark.  
 
Going forward, a person working 
abroad who is fully tax liable in 
Denmark can only avoid double 
taxation under an applicable treaty. The 
treaty relief will mostly be in the form 
of tax credits. As a result, those working 
abroad would likely pay a tax 
equivalent to the highest tax 
jurisdiction amongst the countries in 
question, which will often be Denmark. 
 
If the person works in a country with 
which Denmark has no double tax 
treaty, regular Danish tax rates will 
apply to the salary earned abroad. 
 
Eligible individuals already benefitting 
from Section 33A may have temporary 
relief from the tax reforms. Transitional 
rules imply that individuals already 
benefitting from Section 33A can 
continue to receive the more beneficial 
tax exemption throughout 2013.  
 

Impact on assignee costs 
 
The discontinuation of Section 33A will 
likely result in an increase in the costs 
connected to the assignment of Danish 
employees abroad. However, as 
previously indicated, there will be 
situations where an employee working 
abroad will be able to obtain an 
exemption from  Danish tax with 
regards to salary earned abroad, 
namely where a relevant double tax 
treaty allows exemption.  Examples 
include the double tax treaty between 
Denmark and the Netherlands, or the 
treaty between Denmark and Ireland.  
 
The double tax treaties between 
Denmark and the other Nordic 
countries, and the treaty between 

Denmark and Germany allow 
exemption in situations where the  
employee is assigned from Denmark 
and is covered by social security in the 
work country.  
 
Further, employees who give up full 
Danish tax liability or obtain tax treaty 
residency in the assignment country 
would as always, be exempted from 
Danish tax on non Danish income. 
Hence, it is not only long-term 
assignments which demand extra 
planning; the shorter the assignment 
the greater the “risk” of the employee 
remaining fully tax liable to and tax 
treaty resident in Denmark  

 

Bottom Line 
 
Because of the abolition of Section 33A, 
there will be a need to review 
assignment strategies and to consider 
the extent to which assignment policies 
cover the tax burden of assignees.  
 
Generally, companies tend to want to 
make it attractive for employees to go 
on an assignment and employees are 
often covered by a net salary policy 
when going abroad. From that 
perspective we anticipate that Danish 
companies deploying employees abroad 
will end up covering any tax increases 
resulting from the abolition of Section 
33A.  As a result, it may be less 
beneficial for companies to assign 
employees abroad.  
 
Companies need to assess the financial 
impact of the abolition of Section 33A 
and take the necessary actions to 
control costs.  As a starting point it will 
be relevant to:   
 

 review assignment policies 

 review compensation 
structures 

 focus on assignees' Danish tax 
positions 

 establish policies and processes 
to claim credit for foreign tax. 
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For more information, please do not hesitate to contact:  

Mona Lorentsen       + 45 3945 3398              mlo@pwc.dk 

Jonna Skovdal          + 45 3945 3322              jsv@pwc.dk jsv@pwc.dk98  

Benedicte Wiberg     + 45 3945 3327              bew@pwc.dkmlo@pwc.dk 
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