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In brief 

The Swedish Tax Agency has issued guidelines on the withholding obligations for foreign employers with 

a permanent establishment in Sweden. The employer has to withhold Swedish income taxes on 

remuneration paid to employees working in Sweden.   

The guidelines specifically addresses the situation where a foreign employer is considered to have a 

permanent establishment in Sweden under domestic law, but the applicable double tax treaty means that 

no permanent establishment is deemed to exist for treaty purposes.  The guidelines provide that 

withholding obligations apply regardless of the fact that no permanent establishment is considered to 

exist under the tax treaty.   

Global mobility program managers should review their withholding processes to ensure that they are in 

compliance with all applicable rules. 

 

In detail 

Withholding obligations 

Foreign employers are required 
to withhold Swedish income 
taxes from remuneration paid to 
employees for work performed 
in Sweden only if the employer 
has a permanent establishment 
in Sweden.  Under Swedish tax 
law a permanent establishment 
is generally deemed to exist if 
business is carried out in 
Sweden from a fixed place over 
a period of at least six months.    

In certain tax treaties Sweden 
accepts that a building site or 
construction project constitutes 
a permanent establishment only 

if it lasts more than twelve 
months.  The Tax Agency 
guidelines present an example 
where a foreign company is 
engaged in a construction 
project in Sweden that runs for 
eight months. The activities will 
constitute a permanent 
establishment under domestic 
law but not under the applicable 
treaty.  

Regardless of the treaty 
exemption, the foreign employer 
is required to withhold on 
remuneration paid to Swedish 
tax resident employees. Should 
an employee qualify for 
exemption from Swedish taxes 
under the 183 day rule in the tax 

treaty, a tax adjustment can be 
applied for to waive the 
withholding obligation.  

For employees who are not 
Swedish tax residents, 
withholding will also be 
required, unless the 183 days 
exemption in Swedish law or the 
relevant tax treaty applies.  

Reporting of Swedish 

employer social security 

charges 

The fact that a permanent 
establishment exists under 
domestic law also means that 
the employer will have to report 
and pay Swedish employer 
social security charges as
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applicable. There is no option to 
contract with the employee to fulfill 
the employer’s obligation in this 
regard, when the employer has a 
taxable presence in Sweden.  

The takeaway 

The guidelines are in line with PwC’s 
interpretation of existing rules.  Still, 
we do recommend that foreign 
employers review their processes to 
confirm that they are in compliance 
with all applicable regulations.  

 

 

 

 

 
 

 
 

Let’s talk   

For a deeper discussion of how this issue might affect your business, please contact your regular PwC Global Mobility 

engagement team or one of the following representatives from PwC Sweden 

Global Mobility Services —Sweden 

Kristian Gustavson 
+46 (0) 10 213 3390 
kristian.gustavson@se.pwc.com 
 

Cecilia Arrhenius 
+46 (0) 10 212 6746 
cecilia.arrhenius@se.pwc.com 
 

 

Global Mobility Services —United States 

Peter Clarke, Global Leader 
+1 (203) 539-3826 
peter.clarke@us.pwc.com 

  

SOLICITATION 

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information 
contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness 
of the information contained in this publication, and, to the extent permitted by law, PwC does do not accept or assume any liability, responsibility or duty of care for any 
consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.  
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