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TAXING ISSUES
THE QUARTERLY BULLETIN FROM CAPITAL GES



Welcome to the final issue of Taxing Issues in 2017.

In this final issue of 2017 we provide an article on the potential consequences of the UK Brexit 
vote both from an EU and British perspective.

We also provide you with a brief update concerning the main income tax changes in the 
Netherlands and Finland for 2018 and an article concerning South Africa and the proposed 
repeal of the foreign employment income tax exemption.

Our country profiles of this issue cover Norway and Mexico, 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 2017 which provides 
interesting changes in the rankings since 2016.

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 2017.

Matt Walters
SVP Operations
matt.walters@capital-ges.com
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Brexit is the referendum held on June 23, 2016, where the United 
Kingdom voted to leave the European Union. The residents decided 
that the benefits of belonging to the unified monetary body no longer 
outweighed the costs of free movement of immigration. 

On March 29, 2017, the UK Prime Minister Theresa May submitted the 
Article 50 withdrawal notification to the EU.

That gives the UK and EU two years to negotiate all affected issues. They 
include the following six points.

1. The UK does not want to continue allowing unlimited EU 
immigration.

2. The two sides must guarantee the status of EU 
members living in the UK, and vice-versa. The same 
applies to work visas, which are not currently 
required.

3. The UK wants to withdraw from the 
European Court of Judgment.

4. The UK wants a "customs union" 
with the EU. That means they will 
not impose tariffs on each other’s' 
imports and impose common 
tariffs on imports from other 
countries.

5. Both sides want to continue 
to trade.

6. The EU will require a cash 
settlement from the UK 
to meet existing financial 
commitments.   

Brexit and its 
consequences
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The withdrawal plan must be approved by the European 
Council, the 20 EU countries with 65 percent of the 
population, and the European Parliament. Then the UK 
will copy the EU laws into its own laws, which can then be 
amended or repealed. 

A Hard Brexit means leaving the EU quickly with no 
restrictions other than a new free trade agreement. A 
Soft Brexit would retain complete access of capital with 
restricted access of people. That is similar to Norway's 
relationship with the EU.  

Prime Minister May named David Davis as the head of 
Brexit. He wishes to negotiate bilateral trade agreements 
with enough countries to replace the EU within the next 
two years. He believes the EU will allow tariff-free access 
without insisting on the free movement of people.

The Prime Minister's plan was thrown into disarray thanks 
to a snap election that she called. She felt a strong vote 
of support would strengthen her negotiating position with 
the EU. Instead, her Tory party lost control of Parliament. 
Some were even calling for her to resign her post. The 
Labour party won 40 percent of the vote. Labour supports 
a Soft Brexit. 

Consequences for the UK

Obviously, the main advantage for the UK is that it can 
again prohibit the free flow of people. This was the 
primary reason why the people voted for Brexit. 
However, the prohibition would hurt Britain's younger 
workers. Germany has projected to have a labour 
shortage of two million workers by 2030.

Another disadvantage is the potential loss of Britain's 

tariff-free trade status with the other EU members. Tariffs 
increase the cost of exports, making British companies 
more expensive and less competitive. It also raises 
import prices. That creates inflation and lowers the 
standard of living for UK residents.

Brexit could be disastrous for The City, the UK's financial 
centre. It would no longer be the base for companies that 
use it as an English-speaking entry into the EU economy. 
That could lead to a real estate collapse in The City. 
Many new office buildings are under construction. They 
may remain empty if The City's financial services industry 
moves elsewhere. 

The UK will lose the advantages of EU state-of-the-art 
technologies.

It grants these to its members in environmental 
protection, research and development, and energy. 
On the other hand, the UK will be able to tax without 
following EU guidelines. In addition, it will not have to pay 
EU membership fees.

UK companies risk losing the ability to bid on public 
contracts in any EU country. These are open to bidders 
from any member country. The biggest loss to London is 
in services, especially banking. Practitioners will lose the 
ability to operate in all member countries. This could also 
raise the cost of airfares, the internet and even phone 
services.

Under Brexit, the UK will have to carefully manage the 
situation in Scotland and Northern Ireland and ensure 
that they keep them from potentially leaving the UK. 
There is significant anti Brexit support in both of these 
countries. 

Brexit and its 
consequences
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Consequences for the EU

It could take up to two years to negotiate the terms of a Brexit. Initially, some EU 
members asked for an earlier withdrawal. Germany's Chancellor Angela Merkel 
has called for patience to allow the best outcome for all. Recent developments 
even point to an extra two years due to the challenges involved!

The Brexit vote could strengthen anti-immigration parties throughout Europe. 
That could eventually lead to the destruction of the EU. If these parties gain 
enough ground in France and Germany, they could force an anti-EU vote. If either 
of those countries left, the EU would lose its strongest economies, and would 
dissolve.

On the other hand, new polls show that many in Europe feel a new cohesiveness. 
The UK often voted against many EU policies that other members supported. 
International Monetary Fund Director Christine Lagarde said,“The years are over 
when Europe cannot follow a course because the British will object.” She added, 
“Now the British are going, Europe can find a new elan.”  (Source: "What's the 
Best Brexit Theresa May Could Get for Britain?")  
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The Netherlands: 
Personal income tax

Up to 20’142

20’142 – 33’394

33’994 – 68’507

Over 68’507

36.55

40.85

40.85

51.95

On 19 September 2017, the Tax Plan 2018 
was presented to the lower house of 
parliament by the Minister of Finance.  

All amounts mentioned below will be indexed.
The 2018 tax brackets and income tax rates 
for individuals younger than 66 years will be as 
follows:

  Taxable income (EUR)         Tax rate (%)

Up to 20’142

20’142 – 34’404

34’404 – 68’507

Over 68’507

18.65

22.95

40.85

51.95

For retired individuals, the 2018 brackets 
and rates will be as follows:

  Taxable income (EUR)         Tax rate (%)
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Finland: 2018 Budget 
released

up to 17’200

17’200 – 25’700

25’700 – 42’400

42’400 – 74’200

74’200 and over

0

6.00

17.25

21.25

31.25

On 19 September 2017, the Ministry of Finance 
published an overview of the 2018 tax changes. 
The most important details are summarized 
below.
 
Personal income tax 

(a) Tax brackets and rates
The proposed personal income tax brackets 
and rates for 2018 are:

  Taxable income (EUR)         Tax rate (%)

(b) Credit for low and medium income 
earners
The maximum credit for low and medium 
income earners will be increased from EUR 
1’420 to EUR 1’540. If the net earned income 
exceeds EUR 33’000, the maximum credit will 
be reduced by 1.65% (1.51% in 2017) of the 
excess.
 
(c) Daily allowance
The 2-years period for tax-free travel expenses 
will be extended to 3 years.

(d) Tax exemption for education
Education provided to employees by employers 
will be tax exempt if it is needed for the future 
work of the employee.

www.capital-ges.com

mailto:news@capital-ges.com


It has been proposed, in the 2017 Draft Taxation Laws Amendment Bill, dated 19 July 
2017, that the foreign employment income tax exemption, in respect of South African 
residents, be repealed as from 1 March 2019. 
Current legislation

South African tax residents are taxed on their worldwide income in terms of the residence-
based system of taxation. Whilst Double Taxation Treaties (DTAs) exist to prevent 
double taxation under certain circumstances, specific provisions in the South African tax 
legislation provide pre-emptive exemptions, e.g. an exemption that limits a country’s taxing 
rights from a statutory point of view based on a set of criteria. 

South Africa: proposed repeal of the 
foreign employment tax exemption 



Many South African tax residents work 
abroad for a period during their working 
life. At present, section 10(1)(o)(ii) of the 
Income Tax Act, No. 58 of 1962 (ITA) 
exempts employment income received 
by a South African tax resident during 
any year of assessment in respect of 
services rendered outside South Africa 
for or on behalf of any employer, if that 
individual was outside South Africa:

• For a period or periods exceeding 183 full days in 
aggregate during any twelve-month period; and

• For a continuous period exceeding 60 full days during 
that twelve-month period.

The exemption is only available to employees of private-
sector companies. There is currently no requirement 
that tax is payable in another country for this exemption 
to apply.  As a result, it is possible that under certain 
circumstances, no income tax is paid anywhere by 
South African tax residents, in respect of periods worked 
outside of South Africa.

Proposed amendment  

According to National Treasury, the exemption of foreign 
employment income from the South African tax net 
appears excessively generous, particularly in instances 
where the individual worked in a foreign country with a 
low or zero personal income tax rate. National Treasury 
is of the view that the current exemption creates 
opportunities for double non-taxation and unequal tax 
treatment for South African residents employed by a 
national, provincial or local sphere of government or 

any public or municipal entity (who do not qualify for the 
exemption). 
 
It is proposed that the exemption be repealed resulting 
in all South African tax residents being subject to tax on 
foreign employment income earned in respect of services 
rendered outside South Africa with relief from foreign 
taxes paid on the income under section 6quat of the ITA.

The effective date of the proposed amendment is 1 March 
2019 and applies in respect of years of assessment 
commencing on or after that date.

The draft Taxation Laws Amendment Bill, 2017 (draft 
TLAB) has been published for public comment prior 
to its formal introduction in Parliament. The Standing 
Committee on Finance (SCOF) will convene public 
hearings on the draft TLAB before its formal introduction 
in Parliament. National Treasury and SARS have invited 
written comments on the draft TLAB by the end of August 
2017. 

Subsequently, National Treasury and SARS will engage 
stakeholders submitting comments through workshops to 
be held in late August 2017, where the written comments 
require more detail or information. Afterwards, a response 
document providing written responses on comments 
received will be presented to the SCOF. The draft TLAB 
will then be revised, taking into account public comments, 
before it is introduced in the National Assembly and 
formally considered by the SCOF and thereafter the 
Select Committee on Finance in the National Council of 
Provinces. 

The draft legislation and the draft explanatory 
memorandum containing a comprehensive description 
of the draft amendments can be found on the National 
Treasury (www.treasury.gov.za) and SARS (www.sars.
gov.za) websites.

South Africa: proposed 
repeal of the foreign 
employment tax exemption 
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Country Profile: 
Norway

Capital: 
Population: 
Language:

Exchange rate: 
Time zone:  
Electricity: 
Cost of living:

Tax year: 

Oslo
5’258’317 (March 2017 est.)
Bokmal and Nynorsk Norwegian (small Sami- and Finnish-
speaking minorities)
GBP 1 = 10.013 NOK - Norwegian Krone (29 August 2017)
GMT +1 (+2 in summer)
230V/50Hz 
Oslo ranked 46th most expensive city in the world (London 29th) - 
Mercer Worldwide Survey 2016
1st January to 31st December 

Income Tax 
Individuals staying in Norway and intending to remain there permanently or staying at least 6 months are considered 
tax resident from the date of arrival even if the stay is only temporary. Residents are taxed on their worldwide income. 
Non-residents in Norway are taxed on Norwegian-source income only. Usually, spouses are taxed jointly, but can be 
taxed separately at the request of either spouse. 

Taxable employment income includes salaries, most benefits in kind, including free housing, car and travel. A minimum 
allowance of NOK 31’800 up to a maximum of NOK 94’750 is available. The allowance does not cover additional 
expenses incurred while living away from home. These can be claimed in addition to the minimum allowance, and 
in all events, the taxpayer may choose to claim for actual expenses if these are higher than the minimum allowance. 
Jointly assessed married couples and single persons with dependents can benefit from a personal allowance of NOK 
78’300. For other persons the personal allowance is NOK 53’150.

A special 10% deduction can be claimed by expatriates under certain conditions. The maximum deduction is NOK 
40’000 and replaces all other deductions except the minimum allowance and personal allowances. 

The general rate of national and municipal income tax is 25%, with a lower rate of 23.5% applicable in the  Counties of 
Finnmark and the Nord-Troms.  A further national income tax, called “top tax” or “surtax”, is levied on gross income at 
a rate of up to 14.52% on income above NOK 164’099.

Annual tax returns need to be completed generally by the end of April of the year following the assessment year.

Social Security

Social security contributions are levied on the employee’s gross remuneration at 8.2%.  The contributions paid by the 
individual are not deductible for income tax purposes.

Employers must contribute approximately 16.1%.  The contribution is also applicable to benefits in kind.
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Income Tax 
Employment income is subject to monthly withholding tax 
with rates ranging between 1.92% and 35% depending 
on income. Taxable employment income includes 
salaries, wages, directors' fees, bonuses, gratuities, 
allowances, certain fringe benefits, benefits in kind and 
statutory employee profit-sharing distributions. Certain 
expenses are deductible when calculating annual 
taxable income. Employee’s transportation related 
to work as well as moving expense reimbursements, 
claimed as business expenses, are non-taxable for the 
individual. There are no personal allowances. Besides 
the particular deductions, individuals are also allowed 
to take general personal deductions, as of 2017, limited 
to the lower amount of 15% of the personal income 
(taxed and exempt) or five times the annual UMA (for 
2017 the UMA value is 75.49). Personal deductions may 
include expenses incurred for transporting the taxpayer’s 
children to schools in zones where transportation is 
compulsory; medical, dental and hospital expenses of 
the taxpayer and his dependants; fees paid for medical 
insurance, provided that the beneficiary is the taxpayer 
or his dependants; charitable donations, provided that 
they comply with the requirements established by the 
Ministry of Finance and to the extent they do not exceed 
7% of the taxpayer’s taxable income derived in the 
previous fiscal year; and the real interest effectively paid 
with respect to mortgage loans for the taxpayer’s own 
dwelling, provided that the amount of the mortgage loan 
does not exceed 750’000.  Certain tuition fees qualify 
as personal deductions under specific conditions. A 
progressive tax reduction and the “employment subsidy” 
apply in the computation of the income tax on salaries. 
The employment subsidy is credited against the monthly 
withholding tax and it ranges from 0 to 407.02 MXN. 
As of 2014, individuals receiving income exclusively 

from salaries and interest not exceeding MXN 400’000 
(interest income not exceeding MXN 20’000) per year 
are not obliged to file an annual income tax return 
unless such individual: (i) changes his employment; (ii) 
communicates to his employer of his decision to file his 
own annual return; or (iii) receives income from other 
categories or salaries from abroad. Tax returns must be 
filed by 30 April. 

Social Security
All resident employed individuals and employers are 
required to make monthly social security contributions 
to the social security system (IMSS), with the amount 
based on the individual´s earnings. Employers are 
obliged to register their employees with the Mexican 
Institute of Social Security in order to pay a monthly 
contribution to the social security system. For calculation 
purposes, the employee’s salary may not be less than 
the general minimum salary in Mexico City, or more than 
25 times the UMA for all contributions. Approximately 
one third of the payments are withheld by the employer 
from the employees' wages and the other two thirds 
are paid by the employer. The employer must pay 
both contributions on a monthly and bimonthly basis 
depending on the concept). For employee contributions, 
the rates for 2017 are: disability and survivors 0.625%; 
illness and maternity: for in-kind benefits if employee’s 
salary for social security contribution payment purposes 
(“employee’s salary”) is greater than three times the daily 
general minimum salary for Mexico City: 0.400 % of the 
difference between the employee’s salary and three times 
the daily general minimum salary (UMA) for Mexico City; 
for economic benefits 0.25%; for benefits in kind received 
by pensioners 0.375%; mandatory retirement and old age 
1.125%. 

Capital: 
Population: 
Language:
Exchange rate: 

Time zone: 
Electricity: 
Cost of living:

Tax year: 

Mexico City
125’164’799 (September 2017 estimate)
Spanish (official)
1.00 GBP = 24.14 MXN (22nd September 2017) Mexican Peso 
($)
GMT -6 to GMT -8
127V / 60Hz
Mexico ranked 128th most expensive world city - Mercer 
Worldwide Survey 2016
1st January to 31st December

Country Profile: 
Mexico
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Luanda has jumped back into the top 
spot in the ranking as the world’s most 
expensive city after dethroning Hong 
Kong. Surprisingly out of the top 
ten places only three cities from 
2016 have dropped out; Kinshasa 
(down to number 17),  Ndjamena 
(down to number 15) and Beijing 
(down to number 11) according to the 
latest Cost of Living Survey released 
in June from Mercer Human Resource 
Consulting, the global leader for HR and 
related financial advice. 

Zurich drops to fourth whilst Tokyo moves up two places 
to third. New York enters the top ten after an absence of 
many years whilst Bern and Seoul are the other two cities to 
enter the top ten.

The world’s least expensive cities for expatriates, according to 
Mercer’s survey, are Tunis (209), Bishkek (208), and Skopje (206).

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. 

World Cost of Living Rankings 
2017



In South America, Brazilian cities Sao 
Paulo (26) and Rio de Janeiro (56) 
surged 102 and 100 spots, respectively, 
due to the strengthening of the Brazilian 
real against the US dollar. 

Buenos Aires, the Argentina capital and financial hub 
ranked 40 followed by Santiago (67) and Montevideo, 
Uruguay (65), which jumped forty-one and fifty-four 
places, respectively. Other cities in South America that 
rose on the list of costliest cities for expatriates include 
Lima (104) and Havana (151). Dropping from 94th 
position, San Jose, Costa Rica (110) experienced the 
largest drop in the region as the US dollar strengthened 
against the Costa Rican colon. Caracas in Venezuela 
has been excluded from the ranking due to the complex 
currency situation. Depending on which exchange rate 
is being applied, the city would arrive at the top or at the 
bottom of the ranking. 

Three European cities, not surprisingly all from 
Switzerland, are among the top 10 list of most expensive 
cities. At number four in the global ranking, Zurich 
remains the most expensive European city, followed by 
Geneva at number seven and Bern at number ten. The 
next European city in the ranking is Moscow at number 
13. 

TOP 10 WORLD RANKINGS 
ACCORDING TO MERCER

World Cost of Living 
Rankings 2017

2017 
Ranking

1

2

3

4

5

6

7

8

9

10

City

LUANDA

HONG KONG

TOKYO

ZURICH

SINGAPORE

SEOUL

GENEVA

SHANGHAI

NEW YORK CITY

BERN

Country

Angola

Hong Kong

Japan

Switzerland

Singapore

South Korea

Switzerland

China

United States

Switzerland
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GET IN TOUCH

For more information on how Capital GES can help your 
company expand in a safe and compliant way, please 
contact our team of experts for more information.

SWISS OFFICE
Matt Walters
matt.walters@capital-ges.com
+41 32 732 97 00

UK OFFICE
Nick Broughton
nick.broughton@capital-ges.com
+44 7539 337 563

US OFFICE
Javier Romeu
javier.romeu@capital-ges.com
+1 954 803 4362

BRAZIL OFFICE
Ana Vizzotto
ana.vizzotto@capital-ges.com.br
+55 31 3194 8150 

For more interesting articles and discussions, follow us on LinkedIn at 
www.linkedin.com/company/capital-ges
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