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Welcome to the final instalment of "Taxing Issues" in 2016.

In this issue, we explain the new EU Posted Worker Regulations.

We also provide you with a brief update concerning Chile and losing tax residency, as well as a 
note outlining the main income tax 2017 budget proposals for Denmark.

Our country profiles in this issue cover Germany and Brazil, providing you with a useful summary 
of living, taxation and social security information for each country.

Finally, we look at the results of the Mercer "World Cost of Living" study for 2016 which provides 
interesting changes in the rankings since 2015.

I hope you will find this new edition useful and would welcome your feedback at 
news@capital-ges.com.

We take this opportunity to wish you all a successful period to the end of 2016.

Matt Walters
SVP Operations
matt.walters@capital-ges.com
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2016 has been a somewhat 
fractious year in terms of worker 
regulations and the European 
Union. In May, widespread strike 
action took place in France in 
a response to the country’s 
changing labour laws, and, in 
June, Britain formally decided 
to leave the European Union, 
leaving its ties to both EU workers 
and its regulations in question. 
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Despite what have been concerning and, at times, 
disruptive outbursts in Britain and France, in July the 
Irish government put in place new measures aimed at 
improving the employment rights for posted workers in 
Ireland.  

Posted workers are individuals who are employed in 
one EU member state, but are posted by their employer 
to work in another member state on a temporary basis. 
In this way, posted workers differ from contractors and 
freelancers, as a posted worker may, for example, be an 
employee of Dutch construction company who is posted 
to Ireland to work on a building project. 

The posted workers directive was first introduced in 1996 
and was designed to afford workers certain protections. 
However the new regulations, as introduced in Ireland, 
have sought to make even more significant improvements 
for EU workers posted to another country. In particular, 
the regulations will ensure that foreign employers fully 
comply with Irish labour standards. For example, if a 
posted worker’s basic salary in their home country is less 
than the Irish minimum wage, the employer must observe 
the same standard and make the proportionate increases 
to the worker’s package. 

Before a posted worker can commence 
work in Ireland, the Foreign Service 
Provider must provide the Workplace 
Regulations Commission (WRC) with 
certain information, including: 

• The identity of the Foreign Service Provider
• The anticipated number of clearly identifiable posted 

workers
• The estimated duration of the posted worker’s 

placement in the host country, including a start and 
completion date for each worker

• The complete address of where each worker will be 
posted

• The nature of the services justifying the posting.

The Provider must also ensure that 
particular information for each posted 
worker is made available to the WRC, 
which includes:

• A copy of the posted worker’s employment contract
• Copies of the posted worker’s payslips, or equivalent 

documents

• If applicable, copies of the posted worker’s 
timesheets or similar documents which indicate the 
start, completion and duration of their daily working 
hours

• Proof of the payment of wages to the posted worker.

To ensure the EU’s new Regulations for posted workers 
are properly upheld, a fine of up to €50'000 may be 
charged to any Foreign Service Provider that fails to 
comply with the administrative requirements outlined 
above, and they will be classed as guilty of an offence 
under the Regulations. 

Ultimately, the new EU Regulations for Posted Workers 
seek to enforce that such workers are paid correctly and 
fairly while operating in a host country. In instances where 
a posted worker’s employer is a direct subcontractor 
of a contractor, the new Regulations stipulate that the 
direct employer (in this case, the subcontractor) and the 
contractor are both to be held liable for any wages that 
the posted worker has not received. 

In addition, the new Regulations will enable the 
enforcement of cross-border penalties and fines, and 
competent authorities in other EU member states can 
request that the WRC enforces penalties or fines against 
the Service Provider that is established in Ireland. 

While we have heard many news stories already this year 
of changes to worker’s regulations, and the challenges 
that these may present, the new EU Regulations for 
Posted Workers are particularly important and indicate 
a real step-change, spearheaded by Ireland, in the 
international employment sector. The changes will 
significantly influence organisations with an international 
presence that employ workers that regularly travel to 
Ireland as part of their role. 

The new Regulations do not state at which moment an 
employee is considered a posted worker, and many 
commentators have noted that it could be argued a 
worker briefly in Ireland for, say, a business meeting 
could be affected by these changes. Despite this, it is 
anticipated that the regulations will not seek to target 
such workers, although an official minimum period of 
time is yet to be stated. While the new EU regulations 
that have been implemented in Ireland certainly present 
a number of administrative burdens, they will ensure that 
posted workers are afforded the same benefits provided 
to typical employees in their host country, as well as 
reduce the concerning risk of worker exploitation or 
‘social dumping’. 
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Income Tax 

Residents are liable for income tax in Germany on their 
worldwide income; non-residents are liable on their 
German-source income only. Individuals are deemed 
resident in Germany if their domicile or habitual place of 
abode is in Germany, i.e. if they stay for an uninterrupted 
period of 6 months.  

In general, expenses incurred to create or maintain 
income are deductible. The employee is entitled to a 
lump-sum deduction of EUR 1000 without receipts. 
Furthermore, the following expenses are deductible: 
cost of travel between home and workplace, expenses 
connected with maintaining two households, professional 
books and periodicals and membership fees paid to 
professional organisations or trade unions, school fees 
for children under certain conditions. 

There are complicated rules for the deduction of 
insurance contributions. 82% of contributions (up to a 
maximum of EUR 16'669 or double for jointly assessed 
spouses) to the obligatory State pension scheme and to 
certain private pension schemes are deductible in 2016, 
if the scheme provides monthly payments or a lifelong 
annuity not before the age of 60. 

Contributions to health, accident, unemployment and 
liability insurance and to the insurance for nursing care 
may also be deducted up to a limit of EUR 2'100 if the 
taxpayer pays the total of these insurances himself. 

For taxpayers who do not pay the total themselves, the 

limit is EUR 1'900. Finally, there are a few other tax free 
allowances such as a basic allowance of EUR 8'652, an 
allowance for child care of two thirds of the cost up to 
EUR 4'000. Income tax is imposed at progressive rates 
using complex tables. The lowest rate in 2016 is 14%. It 
goes up to 42% for income over EUR 52'881.  

Finally, a solidarity surcharge of 5.5% on the tax amount 
due is applicable. Taxpayers have to file a tax return by 
31 May of the following year after the assessment year.

Social Security

Contributions have to be made to old-age insurance 
(18.7%) and unemployment insurance (3%) on salary up 
to EUR 6'200 per month (employer and employee pay 
half each), nursing care insurance on salary up to EUR 
4'237.50 (1.175% for employer and employee and an 
extra 0.25% paid by a childless employee). The employer 
also has to contribute to an accident insurance for 
employees and for maternity indemnity insurance. Small 
companies with less than 30 employees have to pay for 
sickness indemnity insurance as well. 

Health insurance is obligatory for employees with a salary 
of less than EUR 56'250 per year. It is calculated on a 
maximum of EUR 4'237.50 per month. The rate is 15.7% 
with the employer paying 7.3% and the employee paying 
8.4%. Employees who want to opt out of the State health 
insurance have to prove that their earnings are not only 
above the current threshold but also have been above 
certain thresholds in the last three calendar years.

Capital: 
Population: 
Language:
Exchange rate: 
Time zone:  
Electricity: 
Cost of living:
Tax year: 

Berlin
82'175'700 (December 2015 est.)
German
GBP 1 = EUR 1.194 (6 September 2016)
GMT+1 (+2 in summer)
230V/50Hz
Berlin is ranked 100th city on Mercer (September 2016 est.)
1 January to 31 December 
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On 19 August 2016, the tax authorities (Servicio de Impuestos Internos, SII) issued 
Official Letter No. 2306 with respect to the loss of domicile or residence for Chilean 
tax purposes. 

In this regard, the SII clarifies that when a Chilean 
individual taxpayer moves his residence to another 
country and later returns to Chile for periods greater than 
6 months within a calendar year or for a period which 
exceeds 6 months in the aggregate within 2 consecutive 
tax years, such an individual will be deemed resident for 
Chilean tax purposes. Consequently, the individual will be 
subject to tax according to the Income Tax Law provisions 
established for taxpayers domiciled or resident in Chile. 

The computation of terms is generally governed by the 
Civil Code which in article 48 provides that terms must 

be complete and run until midnight of the last day of the 
term. The first and last day of a term of months or years 
shall have the same number in the relevant months. Thus 
a term of 1 month may have 28, 29, 30 or 31 days and 
a term of 1 year may have 365 or 366 days, as the case 
may be. 

If the month in which a term of months or years begins 
has more days than the month in which the term ends 
and the term runs from one of the days in which the first 
month exceeds the second one, the last day of the term 
will be the last day of the second month.
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On 30 August 2016, the Ministry of Finance published its Budget proposal for 2017. 
Details of the proposal applying from 1 January 2017 are summarized below:

• A targeted employment deduction is introduced for 
low and middle-income earners.

• A targeted employment deduction is also made 
available for persons earning more than DKK 
300,000, provided that they make voluntary pension 
contributions.

• The top tax rate (topskatt) applicable to personal 
income and positive net income from capital and 
certain pension contributions is reduced by five 
percentage points (currently 15%) for income 
between DKK 467'300 (in 2016) and DKK 1'000'000.

• The maximum burden of national income tax, 
municipal income tax and health contributions is 
reduced to 46.98% (currently 51.95%).

• The deductibility of interest will be reduced between 
2021 and 2025. Under the reductions already 
enacted, the deductibility of interest expenses 
exceeding DKK 50'000 (double for married couples) 
is reduced gradually from 33% in 2011 to 25% in 
2019.

• This new proposal will mean that for interest up to 
DKK 50'000 (double for married couples) the rate will 
be 33% in 2020 reducing to 28% by 2025. Interest 
above DKK 50'000 (double for married couples) the 
rate will be 25% in 2020 reducing to 20% by 2025. 
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Tax residents in Brazil are liable to pay Brazilian tax on 
their worldwide income, tax non-residents in Brazil are 
liable to pay tax only on their Brazilian-source income. 
Individuals will be regarded as tax residents if they 
reside in Brazil permanently, (i.e. have a habitual abode 
available in Brazil), if they enter Brazil under a permanent 
visa, where the intention is to remain in Brazil (will be 
deemed resident as of the date of entrance), if they 
enter Brazil under a temporary visa (1) to work under an 
employment relationship as of the date of entrance, or (2) 
remain in Brazil for more than 183 days, consecutive or 
not, within a 12-month period or (3) receive a permanent 
visa within 12 months following arrival in Brazil, even if 
before the completion of the 183-day period, consecutive 
or not.

The Brazilian tax year is the calendar year, and tax 
returns must be filed by the last business day of April.  

Tax rates are banded between 7.5% and 27.5% 
dependent on income. Taxable income includes 
worldwide earnings arising from capital or work, gains 
realized upon the disposal of assets or asset rights, 
wages, salaries and any other type of compensation and 
benefits received by an employee from an employer, 
benefits in kind are fully taxable and valued at their cost 
to the employer or at market value. Certain deductions 
are permissible for 2016 including alimony and child 
support payments under a court order or judicially 
validated settlement, for each qualifying dependant, 
an amount equal to BRL 189'59, social contributions 
paid to the National Institute of Social Security (INSS) 
contributions paid to qualifying Brazilian private pension 
funds amongst others.

Non residents are taxed at a flat rate of 25% on earned 
income or 15% on other income except dividends paid 
from a Brazilian entity, which are tax exempt. Capital 
gains are subject to a flat 15% rate. 

Social Security

Companies must deduct from the employees’ salaries the 
amount related to the social security contribution owed by 
employees, and pay such amount to the National Institute 
of Social Security (INSS).

The Social Security rates for 2015 are 20.00% paid by he 
employer based on gross salary paid to the employee; 
1.00%, 2.00% or 3.00% paid by the employer for 
Workers’ Compensation Insurance (SAT) contributions 
on the Payroll (depending on the level of accident risk 
relating to the company’s activity); 7.70% maximum 
aggregate rates of contributions collected by the INSS 
and attributed to third-party official agencies, depending 
on the company’s business activities; 11% maximum 
(ceiling) paid by the employee to the INSS fund (this 
deduction is conducted at source). Companies also have 
to provide for potential severance pay for employees.

Expatriates working in Brazil

All individuals, except the ones governed by the Mercosul 
Treaty, wishing to work in Brazil need a work permit and 
anyone applying for such a document must also obtain 
the appropriate immigration visa which is applicable to 
their individual case. Work visas and work permits are 
generally only issued to employees of Brazilian-registered 
companies subject to local tax and work regulations. 

Capital: 
Population: 
Language:
Exchange rate: 
Time zone: 
 
Electricity: 
Cost of living:
Fiscal year: 

Brasilia
209'873'904 (Sep 2016 est.)
Portuguese
1 GBP = 4.31BRL (Brazilian Real) (02 September 2016)
GMT -3:00 (Nov to Feb) GMT -4:00 (Feb to Mar) GMT -5:00 
(Mar to Oct)
110V, 60Hz
Rio de Janeiro is ranked 190th on Mercer (September 2016 est.)
1 January to 31 December

Income Tax 
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2016 ranking City Country

1 HONG KONG Hong Kong

2 LUANDA Angola

3 ZURICH Switzerland

4 SINGAPORE Singapore

5 TOKYO Japan

6 KINSHASA Democratic Republic of the Congo

7 SHANGHAI China

8 GENEVA Switzerland

9 N'DJAMENA Chad

10 BEIJING China

Luanda has been finally pushed off the 
top spot by Hong Kong in the ranking 
as the world’s most expensive city. 
Surprisingly out of the top ten places 
only two cities from 2015 have dropped 
out; Berne (down to number 13) and 
Seoul (down to number 15) according to 
the latest Cost of Living Survey released 
in June by Mercer Human Resource 
Consulting, the global leader for HR and 
related financial advice. 

Zurich and Singapore remain in third and fourth positions, 
respectively, whereas Tokyo is in fifth, up six places from 
last year. Kinshasa, ranked sixth, appears for the first 
time in the top 10, moving up from thirteenth place.

The world’s least expensive cities for expatriates, 
according to Mercer’s survey, are Windhoek (209), Cape 
Town (208) and Bishkek (207).

Luanda is still extremely expensive due to the cost of 
housing and also the security measurements required for 
residential areas. 

The survey covers 375 cities across five continents and 
measures the comparative cost over 200 items in each 
location, including housing, transport, food, clothing, 
household goods and entertainment. New York (still the 
most expensive city in the United States) is used as the 
base city and currency movements are measured in US 
dollars. 

In South America, Buenos Aires (41) ranked as the 
most expensive city despite a twenty-two place drop 
from last year. San Juan, Puerto Rico (67) follows 
as the second most expensive location in the region, 
climbing twenty-two spots. The majority of other cities in 
South America fell as a result of weakening currencies 
against the US dollar despite price increases on goods 
and services in countries, such as Brazil, Argentina, 
or Uruguay. In particular, São Paolo (128) and Rio de 
Janeiro (156) plummeted eighty-eight and eighty-nine 
places, respectively, despite a strong increase for goods 
and services. Lima (141) dropped nineteen places while 
Bogota (190) fell forty-two places. Managua (192) is the 
least expensive city in South America. 

Two European cities are among the top 10 list of most 
expensive cities. At number three in the global ranking, 
Zurich remains the most expensive European city, 
followed by Geneva (8), down three spots from last year. 
The next European city in the ranking, Bern (13), is down 
four places from last year following the slight weakening 
of the Swiss franc against the US dollar. 
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GET IN TOUCH

Swiss office
Matt Walters

matt.walters@capital-ges.com
+41 327 329 700

US office
Javier Romeu

javier.romeu@capital-ges.com
+1 954 803 4362

UK office
Nick Broughton

nick.broughton@capital-ges.com
+44 7539 337 563

Brazil office
Ana Vizzotto

ana.vizzotto@capital-ges.com.br
+55 31 3194 8150

Contact
Please contact one of our team for further information:
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