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UNITED KINGDOM

PENSIONS AUTO-ENROLMENT FOR INTERNATIONAL WORKERS

T

he phased introduction of auto
enrolment for pensions in the UK
started in October 2012 for the very
largest employers and will continue through
until early 2018 for small to micro employers.

The indications are that 2014 is going to be
a particularly busy year for auto enrolment
with staging dates for employers who have
anywhere between 500 and 51 employees,
falling within the first half of the year, so it
would therefore seem timely to consider
the implications of auto enrolment for
international workers.
At first glance the position might appear to be
fairly straight forward as the basic criteria for
auto enrolment is that an employee works,
or ordinarily works, in the UK. However,
the lack of clear definition of these terms
in the legislation means that the eligibility
assessment which employers will be required
to carry out on their workforce may produce
some unexpected results for employees who
are internationally mobile.

In recognition of how vague the position
is with regard to internationally mobile
employees the Pensions Regulator has issued
guidance to help employers with the workforce
assessment process. This guidance indicates
that the employee’s contract will be of primary
importance in assessing their eligibility status
and gives particular consideration to peripatetic
workers who regularly travel between countries
in the course of their employment. It also sets
out a number of factors which employers will
need to consider as follows:
–– Where the worker begins and ends their
work
–– Where their private residence is, or is
intended to be
–– Where the worker’s headquarters is
–– Whether they pay National Insurance
contributions in UK
–– What currency they are paid in.
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EDITOR’S
LETTER

E

xpatriate tax updates provide
a brief overview of issues
affecting international assignees,
predominantly, but not exclusively, from a
tax and social security perspective.
This newsletter brings together individual
country updates over recent months.
As you will appreciate, the wealth of
changes across multiple jurisdictions is
significant so to provide easily digestible
information we have kept it to the key
developments that are likely to affect your
business and international assignees.
For more detailed information on any of the
issues or how BDO can help, please contact
me or the country contributors direct.
ANDREW BAILEY
andrew.bailey@bdo.co.uk
+44 207 893 2946
The articles contained in this newsletter
have been prepared for your general
information only and should not be
acted or relied upon without first seeking
appropriate professional advice for your
circumstances.

Read more at www.bdointernational.com

It is probably useful to consider a few
examples as this stage to put the eligibility
assessment into context:
–– Orville is based at London Gatwick and
flies long haul to destinations in the USA
and Australasia. Whilst his employer has an
office in the UK, their head office is in the
Netherlands and Orville, who lives near
Amsterdam, commutes to London Gatwick.
He is paid in Euros and does not pay social
security contributions in the UK.
The Pensions Regulator has indicated that
Orville may be regarded as not ordinarily
working in the UK although he begins and ends
work in the UK.
–– Christopher is Spanish but has lived in
Harwich for several years and works on large
container ships for an Italian freight company
that is registered and based in Genoa, Italy.
Christopher normally works out of the Port
of Felixstowe and whilst his contract states
he is based in the UK, he can be away from
the UK for several weeks at a time as he works
primarily on cargo routes with the Americas
although his routes also now include Asia and
Europe.
The Pensions Regulator has indicated that
there are sufficient factors present to indicate
that Christopher will be regarded as ordinarily
working in the UK.

Turning to workers seconded to the UK, the
responsibility for the eligibility assessment
here lies in part with the overseas employer
and therefore they will be need to have a
working knowledge of the eligibility criteria for
auto enrolment in the UK.
The key criteria will be whether or not the
employee is still regarded as based outside
the UK and whether they are expected to
return to that overseas base at the end of
their assignment. The guidance indicates that
this will apply equally for short placements
and for extended secondments of up to 3 to
4 years. In addition the guidance indicates that
this may apply, in contrast to the peripatetic
workers, regardless of the fact that the
employee is paying both UK tax and social
security contributions.
BDO comment
It is anticipated that in due course, case
law will develop which will help to provide
more clarity to the assessment process for
internationally mobile employees. However,
in the meantime it is important for both UK
and overseas employers alike to consider their
responsibilities under the auto enrolment
obligations for UK pensions.

KAREN FOSTER
karen.foster@bdo.co.uk
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GERMANY

TAX CHANGE FOR EU/EEA CITIZENS WHO WORK IN GERMANY AND ARE RESIDENT IN SWITZERLAND

I

ndividuals who are living abroad but who
retain German source income are generally
limited taxpayers, which means only
their income from German sources is taxable
in Germany. Under certain circumstances
these individuals can choose to be treated
as unlimited taxpayers in Germany. As such
they would obtain some special tax benefits
which a limited taxpayer does not have. For
example, they would be allowed to deduct
insurance premiums and exceptional costs
(e.g. medical costs) but do remember that
in return they would be subject to tax in
Germany on their worldwide income.
According to German income tax law, citizens
of EU or EEA member states who have are
resident in an EU or EEA member state can
have some additional advantages. If they are
unlimited taxpayers the following can apply at
their request:
–– Joint assessment with splitting approach for
spouses
–– Special discounts can be doubled (deducted
for both spouses)
–– Payments to an ex-spouse can be deducted
–– Special discount for single parents
–– Special discount for parents with a disabled
child.
It is often advantageous for an unlimited
taxpayer’s spouse who has no income of
their own to choose unlimited tax liability in
Germany.

As Switzerland is not a member of the
EU or EEA, persons being citizens of
EU or EEA member states and having their
residence in Switzerland are not allowed
to use these tax advantages according to
German domestic income tax law.
In February 2013 the European Court of
Justice (ECJ) decided that this restriction
is contrary to the Agreement on the
Free Movement of Persons between
the EU and Switzerland. So citizens of
an EU or EEA member state who are resident
in Switzerland but generate their income in
Germany can be unlimited taxpayers upon
request, too, and thus are allowed to benefit
from the above mentioned advantages. In
September 2013 the German Federal Ministry
of Finance issued an announcement that
the respective clause in the German income
tax law has to be interpreted according to
the ECJ’s judgment. This interpretation is
applicable in all open cases.
BDO comment
Tax authorities need to consider the impact
of EU laws as any infringement could lead to a
successful taxpayer challenge to application
of domestic rules.

CHRISTIANE ANGER
christiane.anger@bdo-awt.de
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HONG KONG

UPDATE ON LATEST AMENDMENTS TO MANDATORY PROVIDENT FUND (MPF) REQUIREMENTS

T

he Legislative Council has amended the minimum level of relevant income for
MPF contributions, increasing to HKD 7,100 per month, from HKD 6,500 per month
previously. This took effect on 1 November 2013.

The following table summarises the changes:
Details

Minimum level of relevant income
Contribution periods
prior to 1 November 2013

Contribution periods
on or after 1 November 2013

Monthly paid employee

HKD 6,500 per month

HKD 7,100 per month

Self-employed person

HKD 6,500 per month or
HKD 78,000 per year

HKD 7,100 per month or
HKD 85,200 per year

Casual employee in an Industry Scheme

HKD 250 daily

HKD 280 daily

From 1 November 2013, mandatory MPF contributions are calculated as follows:
Monthly relevant income

Amount of mandatory contributions
Employer’s
Contributions

Employee’s
Contribution

Self-employed person’s
Contribution

Less than HKD 7,100

Relevant income x 5%

Not required

Not required

HKD 7,100 to HKD 25,000

Relevant income x 5%

Relevant income x 5%

Relevant income x 5%

More than HKD 25,000

Capped at HKD 1,250

Capped at HKD 1,250

Capped at HKD 1,250 or
HKD 15,000 per year

The amendment to relevant income levels does not affect the employer’s MPF contributions, as the
employer is required to contribute regardless of the amount of the employee’s relevant income, up
to the capped amount shown in the table above.
Proposed future amendments to MPF requirements
Following the increase of the minimum level of relevant income to HKD 7,100 per month, the
next amendment will be an increase in the maximum monthly relevant income figure from
HKD 25,000 to HKD 30,000 in 2014. If this comes into effect, the current cap of monthly
contributions, HKD 1,250, will change to HKD 1,500. This will have a greater impact on both
employers and employees than the increase in the minimum level of relevant income.
It means that employees will be required to contribute more than they do currently; in other words,
their take-home pay will be reduced. As a result, there is likely to be greater pressure for reform of
the MPF system.
Employers will also be required to contribute the same amount of money as employees do. This will
undoubtedly increase their operating costs accordingly.
The proposed date for amendment of the maximum relevant income is 1 June 2014. Both
amendments will be implemented by the MPFA, and the calculation of the MPF contributions is
summarised in the following table:
Monthly relevant income

Amount of mandatory contributions
Employer’s
Contributions

Employee’s
Contribution

Self-employed person’s
Contribution

Less than HKD 7,100

Relevant income x 5%

Not required

Not required

HKD 7,100 to HKD 30,000

Relevant income x 5%

Relevant income x 5%

Relevant income x 5%

More than HKD 30,000

Capped at HKD 1,500

Capped at HKD 1,500

Capped at HKD 1,500 or
HKD 18,000 per year

With reference to the above table, the monthly
MPF contributions of employees with a current
relevant income of HKD 25,000 per month will
remain unchanged. Employees whose current
relevant income exceeds HKD 25,000 will see
their monthly MPF contribution increase after
the implementation of the above amendments.
It is likely that the above amendments will be
implemented by the MPFA, and employers
should therefore keep an eye on the date they
come into effect. They should also be cautious
when calculating MPF contributions for
employees on the basis of the revised minimum
and maximum levels of relevant income.
Employers who have established MPF schemes
with voluntary contributions based on the
calculation of both the mandatory and
voluntary MPF portions are reminded to review
their MPF voluntary participation agreement
with their MPF service providers to avoid
possible disputes arising from unambiguously
defining the basis of MPF voluntary
participation.
BDO comment
We believe that the MPFA will continue to
review the existing MPF system and that it
will implement more reforms in the future.
It is therefore important for both employers
and employees to keep abreast of the
forthcoming changes to MPF requirements,
as these will impact their margins and
entitlements to future retirement benefits
respectively.

JOSEPH HONG
josephhong@mccabe.com.hk
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SWEDEN

TAX PROPOSALS IN THE BUDGET BILL FOR 2014

I

n September 2013, the Swedish
Government presented a budget bill
for 2014. Some of the tax proposals to
come into force as from 1 January 2014 are
summarized below:
–– The tax on income is reduced by increasing
the earned income tax credit. For those
who have an average rate of tax (municipal
tax 31.73%) and are under 65 years of age,
the tax relief represents a tax reduction of
SEK 4,044 per annum.
–– The tax on retirement income is reduced by
an increased basic allowance for individuals
over 65 years of age.
–– The State income tax is proposed to be
limited by a raised threshold. Today the
State income tax is levied at 20% from a
threshold of SEK 420,800 and it is proposed
that this be raised to SEK 435,900. A further
5% State income tax will be, as in previous
years, levied if the income amounts to more
than SEK 591,600.
–– The special income tax for non-residents is
proposed to be reduced from 25% to 20%.
–– The Government proposes that the
temporary reduction of the tax value for
some environmentally friendly cars will be
extended for an additional three years.
–– A cut in employer contributions for
employees working in research and
development, is proposed through the
introduction of a deduction for the
contributions. The deduction is equal to
10% of the remuneration of staff working
on research and development, with a cap of
SEK 230,000 per month per group.
–– Contributions for self-employed are
proposed to be reduced by a further
deduction from 2.5% to 7.5%. The
maximum deduction is increased from
SEK 5,000 to SEK 15,000.
–– Changes proposed for the calculation of the
tax on dividends for closely held companies
by a change in the calculation of the ratebased space.

Further suggestions are proposed to come into
force as of 1 July 2014:

The Government also proposes the following
reviews:

–– In regions or areas with the highest number
of unemployed with low training and longterm maintenance support, a new system
is proposed. This would entail that the
employer under certain conditions would be
able to deduct the employer’s contributions.
The regional deductions are dependent
on approval by the European Commission.
This system would, upon approval, only be
in effect for a limited period of time. An
evaluation will be carried out before any
possible extension.

–– A review of the tax rules on options
and other share-based incentives that
companies give to key personnel. The
purpose of the review is to improve tax
regulations for incentives, particularly those
offered by fast growing companies.

–– Employer contributions for employees
aged less than 23 years are proposed to
be reduced to 10.21%, i.e. the old age
pension contribution. The reduction for
those aged 25 or older will be discontinued.
Contributions will remain at 15.91% for
those over the age of 23.

–– An evaluation of the transfer pricing rules
regarding documentation requirement.
The current documentation requirements
have been applied during more than six
years and the Government is proposing
that the functionality and potential for
simplifications should be assessed.
BDO comment
Do consider the impact of the proposed
changes announced and be aware of the
impending review of stock incentives.

JESSICA OTTERSTAL
jessica.otterstal@bdo.se
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UNITED KINGDOM
NATIONAL INSURANCE “EMPLOYMENT ALLOWANCE”

F

rom April 2014, every business, in
the UK will be entitled to claim an
annual ‘employment allowance’ of up
to GBP 2,000 against their Class 1 secondary
national insurance (social security) payments.
The entitlement extends to both charities and
Community Amateur Sports Clubs.
The ‘employment allowance’ was introduced
in the March 2013 Budget with the intention
of supporting business growth by reducing the
employee cost burden.

The employer will be able to indicate that
they wish to claim the allowance via their
Employer Payment Summary (EPS), submitted
to HMRC under the Real Time Information (RTI)
procedures which were introduced this year.
For employers whose software does not have
sufficient functionality or where their payroll
provider does not offer this service, HMRC’s
basic PAYE tools offer a limited EPS facility.
The allowance will be claimed against each
monthly payment of employer’s Class 1
secondary national insurance contributions
until claimed in full or the tax year ends.

BDO comment
Businesses should review their software
applications and agreements to ensure
they have the capability to claim the annual
employment allowance when it is introduced
in April 2014.

KAREN FOSTER
karen.foster@bdo.co.uk

Many employers may not be making
EPS submissions currently and so it is
important that they review their software
applications/agreements to ensure that they
have access to EPS filing facilities.

UNITED STATES

NEW MANDATORY ELECTRONIC FILING OF FOREIGN BANK REPORT

F

rom 1 July 2013, foreign bank account
reports (“FBAR”) must be filed
electronically for all years.

In order to e-file the FBAR taxpayers and
practitioners must utilise the FinCEN Bank
Secrecy Act (“BSA”) E-Filing System and must
enrol as an electronic filter at the following
address:
http://bsaefiling.fincen.treas.gov/main.html

Third party preparation and e-filing of
the FBAR by a tax preparer is permitted and
each preparer must enrol as an FBAR filer and
establish a personal BSA E-filing account.
Electronic filing of the FBAR should be available
through tax preparation software from the
beginning of next year for the 2013 tax season.
Taxpayers who have not timely filed a foreign
bank report and will either participate in the IRS
Offshore Voluntary Disclosure Program (OVDP)
or the Streamlined Compliance Procedure must
file the FBAR electronically.

BDO comment
Please consult with a BDO Expatriate Tax
professional if you have any questions or need
assistance concerning compliance with IRS
foreign bank account reporting requirements.

JAMES CASSIDY
jcassidy@bdo.com
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VARIOUS

A SHRINKING WORLD - FURTHER MOVES REGARDING EXCHANGE OF INFORMATION

T

he American Foreign Account Tax
Compliance Act (better known as FATCA)
was introduced as part of the US HIRE
Act of 2010 and requires non US financial
institutions to report on the holdings of
US taxpayers to the Internal Revenue Service
or face penalties. The US legislation is aimed
at reducing tax evasion by US citizens. The law
has provoked much controversy and complaint
from governmental authorities and financial
institutions around the world, who complain
that the law compromises extra territoriality
principles and violates banking confidentiality
laws.

Cayman Islands & Guernsey sign
agreements

South Africa joins pilot scheme for
automatic information exchange

Both The Cayman Islands and Guernsey have
reportedly signed ‘FATCA-style’ agreements
with the UK. Additionally, The Cayman Islands
is expected to sign a similar agreement
with the US. Agreements will enable the
automatically sharing of financial information.

South Africa is to join the pilot scheme for the
greater exchange of tax information launched
by the UK, France, Germany, Italy, and Spain,
and based on the US FATCA. Mexico and
Australia have already joined the scheme.

Despite such criticism, pace is gathering
with agreements being discussed or signed
with the US. Additionally, other countries are
seeking to introduce rules mirroring the FACTA
requirements and/or to exchange information
between tax authorities:

Malta expected to sign US agreement

Hong Kong seeks agreement with US
News reports indicate that Hong Kong is
currently in negotiations with the US over its
FATCA law.

News reports indicate that Malta will shortly
be signing an agreement with the US, which
will include some of the requirements and
deadlines set out in FATCA.
Switzerland says it will sign tax deal
Latest reports indicate that Switzerland
intends to sign an international deal
drafted by the OECD/Council of Europe on
exchanging tax information. The agreement on
information concerns non-residents with assets
in Switzerland.

Turks and Caicos Islands and the US agree
to share tax information
Turks and Caicos Islands have entered into a
FACTA style agreement with the US.
US and France sign agreement
US and French officials have signed an
agreement to progress FACTA implementation.
BDO comment
Authorities are increasingly sharing
information and/or applying withholding
taxes. International assignees need to be
aware of and comply with their worldwide tax
obligations.

ANDREW BAILEY
andrew.bailey@bdo.co.uk

POTENTIAL PITFALLS OF “LOCALISING EMPLOYEES”

O

ne notable trend in global
mobility is the increasing number
of permanent assignments and
localisations, practices which involve the
movement of employees onto a version of
host local employment terms. Some of the
more popular destinations for “localised”
employees include the US, the UK, Switzerland
and China. Depending upon the home
location, a move to host terms can result in
unintended consequences to the detriment
of the employee and employer. In considering
a permanent move or localisation, we
recommend researching the following issues,
especially when the employee is terminating
their employment at home:

The goal is to identify and avoid unexpected
burdens on the employee, especially those that
may put them at a disadvantage in comparison
to their local peers. As a result, many
companies do not apply a consistent approach
to moving employees to “local terms” but
prefer to study the implications on a country by
country basis, usually opting for something on
the following continuum.

BDO comment
Do be mindful of the impact on both the
employer and employee when considering
moving employees on overseas assignments
onto local employment terms. The impact
of “localising” employees is likely to differ
depending on the country the employee is
moving from and to.

REBECCA POWERS
rpowers@bdo.com

–– What is the difference in total rewards,
before and after tax? Does this translate
into a workable standard of living in the
new economy? Can “localised” employees
be retained in hot talent markets such
as China?

Pure Local

Hybrid Local

Naked Assignee

Local rewards

May retain home retirement and
benefits

Assignment allowances may be
provided or phased out

–– Will the employee need to pay greater social
charges for benefits they may never receive,
i.e. retirement, free education, etc?

Local labour law

May be paid according to local
rates

May retain home salary

Severs employment at home

May be subject to local labour law

May retain home benefits and
retirement

Not expected to return home

May be temporary or permanent

May be temporary or permanent

–– Will employees continue to be fully eligible
for retirement plans at home?
–– If employment at home is terminated,
will the employer be required to make
mandatory severance payments? Will equity
be affected?

Most “local” packages fall somewhere in the middle
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CURRENCY COMPARISON TABLE
The table below shows comparative exchange rates against the euro and the US dollar for the
currencies mentioned in this issue, as at 5 December 2013.
Currency unit

Value in euros (EUR)

Value in US dollars (USD)

British Pound (GBP)

1.20557

1.63750

Hong Kong Dollar (HKD)

0.09495

0.12898

Swedish Krona (SEK)

0.11301

0.15350
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Robin Schalekamp
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Ronni Rizzo
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This publication has been carefully prepared, but it has been written
in general terms and should be seen as broad guidance only. The
publication cannot be relied upon to cover specific situations and you
should not act, or refrain from acting, upon the information contained
herein without obtaining specific professional advice. Please contact the
appropriate BDO Member Firm to discuss these matters in the context
of your particular circumstances. Neither the BDO network, nor the BDO
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any liability or duty of care for any loss arising from any action taken or
not taken by anyone in reliance on the information in this publication or
for any decision based on it.
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communication (including any attachments) is not intended or written
to be used, and cannot be used, for the purpose of (i) avoiding tax-related
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