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The Netherlands 
Work-Related Costs Regulation 
Becomes Mandatory As Of 2015 
The work-related costs regulation (WCR) 
replaces the current Dutch system of tax-
free allowances and benefits in kind given 
to employees (i.e. employee benefits). 
The WCR becomes mandatory from 
1 January 2015. 

The basic rule of the WCR is that 
every allowance or benefit in kind that 
the employee receives from the employer 
is regarded as wages. There are several 
exceptions to this basic rule:

Intermediary expenses•	
Specifically exempted benefits•	
Certain special benefits in kind.•	
Every other benefit that the employee 

receives from the employer is regarded 
as salary. Some of these benefits are 
mandatory taxable salary, such as fines, 
company cars or accommodation made 
available to employees. 

Tax-Free Fixed Sum – Final Levy If 
Fixed Sum Is Exceeded
All remaining employee benefits are tax-
free to the extent that they do not exceed 
the fixed sum of 1.2% of the total fiscal 
wage sum on an annual basis (2015). 
For the 2014 year a 1.5% fixed sum is 
applicable. If the fixed sum is exceeded, the 
employer must pay an additional final levy 
(a so called employer levy) of 80% over 
the excess. Employers and employees can 
choose to let the employee benefit affect the 
1.2% fixed sum or tax the employee benefit 
through the regular payroll. Depending on 
the amount of the fiscal wage sum, taxing 
the benefit through the regular payroll can 
be more beneficial.

Necessity Criterion 
From 1 January 2015, tools, computers, 
mobile communications etc. are tax-free 
if they meet the necessity criterion. For 
example, if an employee requires an iPad 
to be able to perform his employment and 
uses it for his employment, the tablet can be 
reimbursed/provided tax-free. It is important 
that the costs of this iPad are not deducted 
from the employee’s salary or vacation hours, 
but are borne by the employer. 

Zero-Rated Benefit / Flat-Rated Benefits
Some employee benefits’ actual value 
will not affect the 1.2% fixed sum, but a 

lower or even a zero value is applicable. 
For example, a flat-rate value is applicable 
for canteen meals and a zero-rated value is 
applicable for workplace related facilities. 
For some employee benefits for which a zero 
value is applicable, from 1 January 2015, 
the difference in tax treatment between 
reimbursements, provision and putting at 
the disposal of employees, expires. 

Intermediary Expenses 
One important cost category is 
intermediary costs. Intermediary costs 
are costs made by the employee on behalf 
of the employer. Such costs are tax-free. 
Examples include: 

The employee buys items that become •	
part of the assets of the employer
Costs incurred by an employee for rela-•	
tions (external representation expenses, not 
being costs of their own lunches, drinks)
Costs regarding a company car.•	

Specifically Exempted Benefits
Some employee benefits are exempted 
and can be reimbursed or provided tax-
free in addition to the tax-free 1.2% fixed 
sum. The specific exemptions are:

Travel expenses (up to EUR 0.19 per •	
kilometer)
Accommodation expenses (coffee/tea •	
during business trips, business related 
meals, hotel accommodation)
Study expenses•	
Professional literature•	
Extra-territorial costs made by foreign •	
employees (i.e. extra costs a foreign 
employee has because they are not 
working in their country of residence: 
double housing accommodation, extra 
costs of living etc.)
From 1 January 2015: Company prod-•	
ucts (up to a 20% employee discount 
and a maximum of EUR 500 per year)
From 1 January 2015: A number of •	
workplace related facilities. 

Tax-Free Fixed Expense Allowance
If the work-related costs regulation 
is implemented, it is still possible to 
pay a tax-free fixed expense allowance 
to employees. This net fixed expense 
allowance must be substantiated by nature 
and extent. In this respect it is necessary to 
conduct an investigation of three months’ 
worth of claims if such substantiation is 
not available because a new fixed expense 

allowance is implemented, or the current 
fixed expense allowance does not have an 
(accurate) underlying substantiation. If 
not, a part of the fixed expense allowance 
will affect the 1.2% fixed sum. 

BDO Comment
From 1 January 2015, the work-related costs 
regulation becomes mandatory. Employers 
with workers based in The Netherlands 
should review the new rules to ensure that 
work related expenses and benefits are 
treated correctly for tax purposes.

Sweden
New Ruling Regarding Swedish 
Expert Tax
The Administrative Court of Appeal has 
recently published a verdict regarding an 
employee’s potential entitlement to tax 
relief for foreign experts, researchers and 
key personnel (so called expert tax) based 
on the level of remuneration in accordance 
with internal Swedish tax rules. 

The so called “expert tax” is a tax relief 
that can be applied for by foreign experts, 
researchers and key personnel who are 
temporarily working in Sweden. The tax 
relief means that only 75 % of the gross 
reimbursement received for work carried 
out in Sweden is subject to Swedish tax on 
employment income, and certain benefits 
in kind are tax free.  The employees cannot 
stay in Sweden for more than five years and 
the tax relief can only be granted during 
the first three years of the employees’ stay. 
Furthermore, there are restrictions on an 
employee’s previous stay in Sweden, the 
employer must be a Swedish company 
or a foreign company with a permanent 
establishment in Sweden and the employee 
cannot be a Swedish citizen. In addition 
to the above, the application should be 
filed with the Research Workers Board 
within three months from the start of the 
employment in Sweden. 

In order to be entitled to the tax relief, 
the foreign employee should fulfill the 
requirements above and receive cash salary 
and benefits that exceed two price base 
amounts per month (SEK 88,800 for 
income year 2014). The remuneration 
requirement came into force on 1 January 
2012. If the employee does not fulfill the 
criteria based on remuneration there is the 
possibility to apply for expert tax with an 
explanation as to why the expert, researcher 

Global Taxation Update

6



Autumn InternatIonal Hr advIser

7GLOBAL tAxAtiOn

or key person should be entitled to the tax 
relief. This is then tried by the committee 
at the Research Workers Board. 

In the verdict published by the Court 
of Appeal, the employee had applied 
for expert tax based on the level of 
remuneration. However, at the time of 
the application the employee did not 
have a sufficient level of compensation. 
The employment agreement did however, 
state that the employee would be entitled 
to a bigger apartment after four months 
of beginning their work in Sweden as 
the employee’s family would join the 
employee in Sweden. The second housing 
benefit made the remuneration higher 
than two price base amounts per month 
and hence, the employee would fulfill the 
requirement based on remuneration after 
the first four months of work. 

The employee filed an application 
for tax relief at the start of his work in 
Sweden. The Research Workers Board 
denied the employee the tax relief due to 
the remuneration not exceeding two price 
base amounts per month during the first 
four months of work.  The administrative 
court agreed with this approach with 
the clarification that the reimbursement 
should reach the minimum amount of 
reimbursement at the time the application 
is made to the Research Workers Board. 
The Administrative Court of Appeal 
granted a review but denied the employee’s 
appeal without any additional comments.

The price base amount is adjusted per 
1 January every year but it is the price base 
amount at the time of application that is 
base for the decision for tax relief. 

BDO Comment
The conclusion of this verdict is that in order 
to be entitled to the tax relief for foreign 
experts, researchers and key personnel 
based on the level of remuneration, the 
remuneration must exceed two price 
base amounts per month at the time the 
application for tax relief is submitted to the 
Research Workers Board.  Therefore, the 
timing on the application is crucial.

UK
Changes To The Taxation Of Equity 
Awards For Internationally Mobile 
Employees (IMEs)
The Finance Act 2014 included legislation 
which will lead to a major change in the UK 
tax treatment of equity awards for IMEs 
with effect from 6 April 2015.  Urgent 
action is required to consider the impact of 
this change and update internal systems.

Current Position
The UK is currently out of line with many 
other countries in relation to the taxation 
of employment related equity awards for 
IMEs. Whereas many countries regard 
equity awards as being earned over the 
period between grant and vesting (and 
therefore tax the proportion of income 
that relates to a period of residency in 
their territory accordingly), the UK rules 
currently regard residence status at grant 
as the determining factor.  

Under the current regime if an employee 
is non-UK resident when options or 
Restricted Stock Unit (RSU) awards are 
made, UK tax will typically not apply on 
exercise of the option or vesting of the 
RSU.  This treatment still applies if the 
individual subsequently becomes resident 
in the UK after the award is made. 

New Position
In relation to gains made after 6 April 2015, 
there will be a UK liability and potential 
payroll withholding obligation if the 
individual had any work connection with 
the UK during the vesting period.  The new 
rules apply to all outstanding awards held 
on this date, regardless of the individual’s 
residence status on the date of grant.   

As an example, an employee was granted 
an option subject to a three year vesting 
period in 2013 whilst resident in Germany.  
She moved to the UK in 2014 on a two 
year assignment after holding the option 
for 18 months.  Under the new rules 50% 
of the gain will be subject to UK tax.

International Mobility Conditions
Special rules will apply in calculating 
how much is taxable in the UK. The new 
legislation will apply to any individuals 
who meet one of the ‘international mobility 
conditions’. These conditions are:

The employee is resident in the UK and •	
is taxable on the remittance basis at any 
time in the relevant period
The employee is not resident in the UK •	
for the whole of a tax year within the 
relevant period; or
Part of the relevant period is within the •	
overseas part of a tax year where the 
employee is subject to split year treatment.

For share options the ‘relevant period’ is the 
period between the date on which the option 
is granted and becomes capable of exercise. 
For RSU awards it will be the vesting period.  
For restricted securities the ‘relevant period’ 
begins on acquisition of the shares and ends 
with the date of the chargeable event (i.e. 
when the forfeiture provision lifts).  

Where these rules apply the equity 
income is apportioned over the relevant 
period and the portion that relates to UK 
work days is subject to income tax in the 
UK at the time of vesting/exercise. Special 
rules are applied if the employee claims 
the remittance basis. 

The legislation excludes from the 
charge to UK tax the remaining foreign 
securities income (i.e. the portion of the 
income which relates to non-UK duties) 
distinguishing between ‘chargeable’ and 
‘non-chargeable’ foreign securities income. 

Corporation Tax Deduction- Symme-
try With Income Tax
In addition to the changes for 
internationally mobile employees there 
are welcome changes to the corporation 
tax deduction position. Provided certain 
conditions are met, if an employee is 
employed by a company and is seconded 
to a host company which is either a UK 
company or a non-UK resident company 
that is within the scope of UK corporation 
tax, a corporation tax deduction will 
be available to the host company. The 
deduction has to be claimed and will 
correspond to the amount that the 
employee is subjected to UK income tax 
on the exercise of their option/vesting of 
their award. The current position means 
that a deduction is only available if the 
employing company themselves is within 
the charge to UK corporation tax at the 
relevant time.  

Potential Changes To The Social Secu-
rity Position
In addition to the changes to the tax 
treatment, there is also a consultation 
currently underway to bring the National 
Insurance Contributions (NIC) treatment 
in line as far as possible and similarly 
apportion the income. The consultation 
document recognises that this will not be 
fully achievable due to the limitations of 
international social security agreements, 
which do not allow for apportionment 
of income. The intention is that the new 
rules would also apply from 6 April 2015, 
for NIC purposes.  

Winners And Losers
There will be winners and losers as a 
result of these changes. The main losers 
are likely to be employees granted 
employee awards whilst non-resident who 
subsequently come to work in the UK. For 
these individuals a UK tax saving may be 
achieved if options are exercised before 
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6 April 2015. Employees who were granted 
awards while in the UK but have since 
spent most of their time working overseas 
could save tax as a result of the changes. 

What Actions Should Companies Take? 
This is a significant change and should 
be considered in the context of increasing 
HMRC focus on payroll compliance 
on share plans generally and IMEs in 
particular. We recommend that companies 
consider the impact of these changes and 
take action now: 

Companies should manage employee •	
communications carefully to ensure 
that employees understand how they 
will be affected by the changes. In par-
ticular employees will not be expecting 
to pay UK tax on equity awards granted 
when they were non-resident in the UK 
and may direct any dissatisfaction at the 
HR/payroll teams
Companies should consider whether •	
any employees may benefit by exer-
cising vested share options prior to               
6 April 2015, and if so issue an appro-
priate employee communication
Employers should urgently identify •	
all relevant IMEs and implement a 
robust system for apportioning income 
between UK and non-UK source 
The part of each gain which will be sub-•	
ject to UK tax will depend on the cir-
cumstances of each IME.  UK income 
will depend on working days in the UK 
during the ‘relevant period’ and the 
vesting schedule for each award
Employers should consider preparing •	
for this change by preparing draft ‘what 
if ’ calculations in respect of all out-
standing awards held by IME and for 
individuals coming to the UK
The payroll, global mobility and HR •	
teams will need to agree protocols for 
calculating UK tax
Companies may want to provide for •	
additional NIC (employers social secu-
rity) costs  
Companies which historically transfer •	
employers NIC may want to update 
agreements with employees or may 
decide that this is not feasible
Companies should ensure that the •	
S.222 ‘tax on tax’ charge does not apply. 
Section 222 applies if tax is not with-
held from employees within 90 days of 
the end of the tax year of exercise/vest. 
This is punitive and gives rise to addi-
tional tax and NIC cost for employee 
and employer
Companies should ensure that UK tax •	

liabilities for IMEs are reported on form 
42. They should note that electronic 
filing applies from 2014/15 and gives 
HMRC greater scope to review payroll 
and form 42 compliance
The impact on tax equalisation and tax •	
protection policies should be reviewed
Companies will want to ensure that all •	
relevant corporation tax relief is claimed.

BDO Comment 
This new legislation is helpful in bringing 
the UK tax treatment of equity awards 
in line with other countries. However, 
the changes mean that employers 
should urgently review share plans for 
internationally mobile employees to 
determine how they will be affected by 
the new rules and to ensure that they 
update compliance systems and secure 
corporation tax relief where possible. 

Companies will need to ensure that 
they keep detailed records of employee 
movements, working history and vesting 
schedules. The legislation affects all gains 
made from 6 April 2015, and therefore 
awards made prior to this date are caught.  

US
Update On FBAR Filings
The 30 June 2014 deadline to file Report 
of Foreign Bank and Financial Accounts 
(Form FinCEN 114) has come and gone.  
Individuals with foreign accounts with 
more than U$10,000 of combined value 
during 2013 who have not yet filed should 
consider doing so as soon as possible to 
avoid possible civil and criminal penalties.  
FinCEN (Financial Crime Enforcement 
Network) has ramped up prosecution in 
recent years for individuals who fail to file 
these forms and penalties have been severe 
(in one case, the final penalty was 150% 
of the balance in the foreign account).  To 
date, the focus of FinCEN has been on 
those who deliberately neglected to file 
and where there has been non-reporting 
of income from the accounts.  To avoid 
this situation, the IRS recommends 
individuals file the FBAR even if it is late. 

According to the IRS website, if an 
individual has correctly reported all 
income earned from the foreign accounts 
on his/her tax return and has not been 
contacted by the IRS concerning the 
delinquent FBARs, then all that is 
necessary for the individual to do is to 
file the delinquent FBAR now, along 
with an explanation for why it is being 
submitted late.  The electronic form used 
for submitting FBARs this year has a drop 

down list of the most common reasons 
for a late filing and, if none of these are 
valid, there is an opportunity to provide 
your own explanation.  Where there is 
no unreported income or related tax, the 
IRS has said that a penalty would not be 
imposed for the late filing.  Given this 
position, the IRS has shown that it is 
more focused on compliance within the 
foreign bank account programme rather 
than enforcing the significant penalties 
that are possible with non-compliance.

One does need to be aware that if you 
knowingly avoid filing an FBAR, you 
could be subject to wilful neglect penalties.  
These penalties can be onerous and may 
include both a hefty financial cost as well as 
criminal prosecution (if criminal penalties 
are sought as well).  To avoid consideration 
of deliberate neglect, you should file any 
unsubmitted FBARs as soon as possible.  
If you have unreported income and related 
tax to report as well, there are programmes 
such as the Offshore Voluntary Disclosure 
Programme that can help mitigate the 
exposure to penalties.  A thorough review 
of your individual facts and circumstances 
is recommended to help determine the 
right course of action necessary for you.

BDO Comment
All individuals who hold foreign bank 
accounts with a combined value of more 
than U$10,000 during 2013, and have 
not filed the relevant accounts by the 
deadline (30 June 2014), should consider 
doing so as soon as possible in order to 
mitigate any civil or criminal penalties.  

Streamlined Programme Has Been 
Expanded
In June 2014, the IRS changed the 
Streamlined Programme which originated 
in 2012 opening the programme to 
residents of the US and eliminating 
previous risk requirements or tax 
liability limitations for US taxpayers 
residing overseas. The other programme 
available to taxpayers with undisclosed 
foreign assets is the Offshore Voluntary 
Disclosure Programme (OVDP). To 
qualify for the Streamlined Programme 
the taxpayer cannot be under examination 
by the IRS for any taxable year or have 
been accepted into the OVDP.  The goal 
of the Streamlined Programme was and 
continues to be to allow the taxpayer to 
file three years of US individual income 
tax returns and six years of Report of 
Foreign Bank Accounts (FBARs) to come 
back into compliance with the IRS.
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Prepared by BDO LLP.  
For further information please contact 
Andrew Bailey on +44 (0)207 893 2946 
or at andrew.bailey@bdo.co.uk

This expansion now allows taxpayers 
to file informational returns to defer 
reporting and taxing the income on 
overseas retirement accounts that 
are covered by a tax treaty which was 
previously impossible to do outside of a 
private letter ruling.

The benefit of the Streamlined 
Programme is that it shields taxpayers from  
failure-to-file and failure-to-pay penalties, 
accuracy-related penalties, information 
return penalties, or FBAR penalties in 
addition to criminal penalties unless it is 
determined that the noncompliance was 
fraudulent or wilful.  

Taxpayers Residing Outside The US 
(Foreign Offshore)
The revised programme now allows the 
filing of amended returns to correctly 
report foreign items.  To file under this 
programme you need to be physically 
residing outside the US.   

For US citizens or green card holders, 
they must have resided outside the US 
for at least 330 days during the three 
most recent tax years where the tax filing 

due dates have passed.  
For example: If a taxpayer moves 

overseas in 2012 and did not report the 
income from a foreign bank account in 
2012 or 2013, the taxpayer will qualify 
for the programme since he/she lived 
overseas for at least 330 days during 
2011, 2012 and 2013.

Non-residency for individuals who 
are not US citizens or green card holders 
means that an individual did not meet 
the substantial presence test during the 
three most recent tax returns where the 
due dates have passed.  

For example: a German citizen was 
transferred to the US on 1 May 2012 
for a two year assignment.  The taxpayer 
will qualify under the programme since 
the tax returns open for submission are 
2011, 2012 and 2013 and the taxpayer 
was not US resident in 2011. 

Taxpayers Residing In The US 
(Domestic Offshore) 
Taxpayers filing under this programme 
need to be US resident for all three years 
and have filed all US income tax returns 

for those years, but failed to report gross 
income from a foreign asset and may have 
failed to file an FBAR.

The taxpayer is however, subject to a 
Title 26 miscellaneous offshore penalty.  
This penalty is 5 percent of the highest 
aggregate balance of the foreign asset 
that wasn't disclosed on an FBAR, Form 
8938, or if the income from a foreign asset 
was not reported during the three year 
return period or six year FBAR period. 
This will be the only penalty unless it is 
determined that the noncompliance was 
fraudulent or deliberate.

BDO Comment
We recommend that advice is sought by 
individuals who have not fully complied 
with US tax filing obligations or who 
have failed to report foreign financial 
assets.


