
 
 
Update on expatriate tax issues                                                                           21st July 2020 
 
Further to the Expat Academy ‘Tax clinics’ that were held on 13th and 14th July, this is a summary 
of the areas that were covered in those sessions. The majority of my summary relates to the 1st 
topic of international remote working. 
 

1. Displaced assignees/employees and international remote working arrangements 
 
In my previous update at the end of May, I had suggested that from a tax and social security 
perspective, employers take the following action: 
 

1. Gauge when employees intend to return to their ‘usual’ place of work  
 

2. Encourage employees to return to their ‘usual’ place of work when travel restrictions from 
their ‘temporary location’ are lifted and CV-19 infection rates fall to suitably low levels in 
the location of their ‘usual work’. 
 

3. Establish the tax and social security position for those that have not returned to their 
‘usual’ place of work by the earlier of travel restrictions lifting (accompanied by fall in CV -
19 infection rates) and the end of June 2020 
 

Naturally, I have no medical expertise so that I cannot advise you and your assignees when the R 
number is suitably low to be safe for your employees to return. Instead, I was simply commenting 
from a tax perspective in the knowledge that many of the tax concessions issued by tax authorities 
applied for a period of time that individuals were not able to leave their ‘temporary’ overseas 
locations. It therefore stands to reason that the tax authorities would be less sympathetic to cases 
where individuals had not moved jurisdiction when travel routes to their ‘usual’ country of work 
had resumed and there had been wider lockdown easements.   So what has the reality been? 
 
Are displaced / international remote employees beginning to return? 
 
It would be fair to say from my discussions with global mobility specialists that encouraging 
employees to return to their ‘usual’ place of work is harder said that done. Health and safety 
concerns are difficult to allay against the backdrop of an unprecedented international pandemic 
and many employees are not enthused by the prospect of returning when they are not able to 
attend their work premises in any event. We are nonetheless seeing some progress by employers 
and the repatriation ‘deadlines’ of employees range from:- 
 
 

a. By the end of June – already returned ( up to 3.5 months) 
 

b. By the end of July (up to 4.5 months) 
 

c. By the end of August (up to 5.5 months) 
 

d. By the end of 2020 (up to 9.5 months) 
 

e. No date set (either for employees / assignees where there are significant CV-19 issues still 
where they normally work or the employer is yet to communicate a date) 
 

 
The number of months appearing in brackets represents the length of time that could have passed 
between the middle of March 2020 (to take that as a starting point for European lockdowns) until 
the set return date. 
 
 



Tax and social security implications 
 
I can give you no assurance that there will be no employee or employer tax issues in the 
‘temporary’ jurisdictions that your employees moved to, even if they return to their usual place of 
work by the end of June or July. However, I would flag particular concern where the individuals 
will not return to their usual place of work until September 1st or later. Whilst individuals can 
trigger tax on earnings in jurisdictions without being in a location for more than 183 days (as it 
invalidates relief under a Double Taxation Agreement), it is inevitable there will be a tax liability 
(in all but a small number of no tax jurisdictions) where 183 days are exceeded in a location. Are 
you confident that your employees returning to the UK by September 1st will not have exceeded 183 
days in the location in a 12 month period when you take in to account time they spent there before 
the outbreak of CV-19 or intend to spend back there over festive season? Depending on the 
jurisdiction there could be employer obligations.   
 
Besides the income tax position, the longer the individuals are in their temporary locations the 
higher the risk of triggering a social security liability due to the habitual residence and 25% or more 
(of work) rule. If the employee or assignee’s normal place of work and temporary place of work are 
within the EU there is a definite employer social security exposure and a requirement to operate a 
payroll to account for the contributions where a liability has been triggered. 
 
It is incumbent for employers to consider what their obligations are in other jurisdictions. From a 
UK perspective, with the introduction of the Corporate Criminal Offence legislation (from 
September 2017) UK businesses can be considered to commit a criminal offence if they have not 
taken reasonable steps to ensure that overseas tax liabilities are met. 
 
Formalising a policy relating to international remote workers 
 
It is clear that the international pandemic has meant that employers have not been able to have a 
significant say in where employees have moved to and worked during the lockdown. However, with 
the expectation there will be increased flexible working arrangements going forward, it would be 
advisable for those companies, that don’t have a flexible working policy that addresses 
international remote working requests, to put one in place. We are seeing that the responsibility 
for this is generally falling to the Global Mobility function or HR, where there is not a designated 
Global Mobility team, with a responsibility to work with the tax team and other parts of HR. The 
general trends in international work from home policies that we have observed are as below 
(accepting this is a generalisation): 
 

• Largest employers – the most likely type of employer to have a no international remote 
working rule 
 

• Medium size employers – generally have a policy of only by exception, and subject to 
internal and external review (e.g. where the individual has a carer responsibility for an 
elderly family member) 
 

• Smaller employers (especially in the technology sector) – are more likely than the other 
employer types to accommodate, except where there are significant issues identified. 
 
 

It is arguable that with smaller employers this may be because it is not uncommon for individuals to 
be moved to contractor arrangements when moving overseas, although this can present challenges 
depending on the jurisdiction, when the reality is that the ongoing relationship is more akin to an 
employee – employer relationship. 
 
 
 
 
 
 
 



 
 
 
 
Assessing the pros and cons of international remote working arrangements 
 
In assessing your business’ approach it is important to consider the pros and cons for international 
work from home arrangements. From discussions with Global Mobility specialists, I have noted the 
considerations as below (this is not exhaustive and you will no doubt think of additional 
considerations): 
 
Pros Cons 
Positive impact on well being Potential Permanent Establishment exposure 
Improved work life balance Employment tax and social security 

consequences for both employees and 
employers 

Talent attraction Potential Posted Worker Directive issues 
Talent retention Immigration issues (if not a national of the 

jurisdiction) 
Greater work efficiency Employment law implications 
Office space cost savings Setting a precedent 
Different time zones could boost service 
coverage 

Potential difficulty of pushing additional costs 
to the employer (e.g. higher employer social 
security and professional costs) 

International pandemic proved a positive trial 
for WFH and shows businesses have the 
technology to support and to have staff 
effectively work remotely 

Perceived impact on team spirit and challenge 
to attend meetings in person 

  Challenges of different time zones  
  Determining appropriate salary benchmarking 

levels 
  Reporting obligations of cross-border tax 

arrangements i.e. DAC6 
  Eligibility to core benefits e.g. medical, 

income protection & pension 
 
My personal view, as a tax advisor, is that international remote working arrangements are best used 
strictly in exceptional circumstances and for roles where face to face contact is not essential and 
where the costs are not prohibitive. Ironically, while from a business perspective the employee’s 
visits to the office from the overseas territory can be beneficial to maintain good contact, this 
generally complicates matters from a tax perspective as it can create income tax liabilities both in 
the territory where the employee resides and where the business is based. 
 
Furthermore, don’t expect the tax landscape to become more favourable to international remote 
working arrangements. The role of international Revenue authorities is to evolve legislation as 
patterns of work and commerce change. The tax rules of jurisdictions are more likely to increase 
the obligations of non-resident employers over time rather than make such arrangements easier to 
administer. 
 
Some additional thoughts that I have in relation to international remote working are: 
 

1. Once you have a policy, make sure that you actively communicate the policy to your HR 
teams, business Heads and employees & also the reasons for the policy (Corporate tax, 
employment tax, employment law, immigration, Posted Worker Directors etc.). If you don’t 
you will find that HR or Heads of business will continue to approve working arrangements 
oblivious of the existence or purpose of the policy. 
 



2. Make sure to seek professional guidance before you agree to an international remote 
working arrangement. 
 

3. It is good practice for there to be a rule that an employee should seek permission to work 
overseas (outside of company business commitments) for more than 5 consecutive days with 
an overall limit of say 20 days a year. This should contain tax issues except in rare cases 
such as an individual working for a branch company and travelling to work outside of 
normal business where the parent business is based. 
 
2) HMRC FAQ on Expatriate tax issues in relation to CV-19 

 
HMRC announced the release of an FAQ at the meeting between the Professional firms and 
HMRC’s Expatriate tax team (the meetings are known as HMRC’s Expat forum) on 11th June 
2020. Although they indicated that it would be available within a couple of weeks of the 
meeting, and despite numerous follow ups, the release date is still unknown. 
 
We will release an article and arrange tax clinics once the FAQ is available. 
 

3) Short Term Business Visitor reports 
 

A reminder not to forget that the annual filing deadline of the reports was extended from 31st 
May to 31st July due to CV-19. It is unfortunate that we may not have the FAQ available prior to 
the STBV reports being submitted. 
 
4) Chancellor’s Summer Statement – July 8th 2020 
 
Rishi Sunak announced a further £30 billion of financial support on top of the £160 billion that 
has already been spent in supporting businesses and their workforce. It is expected that the 
level of the financial support will have reached £300 billion by the end of the furlough scheme 
on October 31st 2020. 
 
The Statement was focussed not so much on funding the massive government borrowing than on 
spending more to support, protect and create jobs. 
 
The next Budget is expected to be held in November 2020 and it would be reasonable to expect 
tax hikes particularly for higher earners, a category into which many international assignees 
fall. Given the scale of government support packages globally, expect tax rises in other 
jurisdictions. 
 

5) Brexit and Social Security 
 
At present, we are in the transition period until 31st December 2020, whereby the existing EU 
Social Security rules apply to the end of this year. 
 
Whereas for income tax purposes we are not expecting significant changes in relation to the UK 
and the EU, largely due to the extensive network of bilateral Double Taxation Agreements, the 
same is not necessarily the case for Social Security purposes. This is because there are Pan-EU 
Social Security regulations (also covering Switzerland, Norway, Iceland and Liechtenstein) that 
ensure that an employee only contributes to one Social Security system within the EU. With 
Britain’s departure from the EU, there is the concern that assignees to and from the UK, within 
the EU, could become liable to Social Security contributions in both home and host countries or 
that the jurisdiction of liability is determined based on an outdated bilateral Social Security 
agreement written before scenarios such as multi state working were envisaged. 
 
In the middle of June, HMRC released a draft negotiation document showing that the British 
team was negotiating with the EU along the lines of mirroring current Social Security legislation 
with the EU. Equally they are seeking to put in place a system of health care access which 
would be similar to the European Health Insurance Card to enable reciprocal access to health 
care for EU nationals and citizens of the EU. 
 



Clearly we don’t know the future path that the negotiations will take but it is encouraging to 
know that they are trying to agree replacement systems that could avoid extra costs to 
employers and employees alike. 
 

Andrew Kelly is a Partner, Global Employer Services, with BDO LLP 
 
If you have any questions on the above, he can be contacted on 020 7893 2444 or by e-mailing 
andrew.kelly@bdo.co.uk 
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