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Summary

The Swedish Supreme Administrative Court passed a ruling on 23 February 2010
determining the method for net to gross calculations, which leads to higher tax and
social security costs for companies using net remuneration packages than by
applying the previously used methods. There is, therefore, a need to review the
remuneration packages for assignees going to Sweden and in some cases also

assignments from Sweden.

New ruling from Swedish Supreme Administrative Court

According to the ruling, deductions should not be regarded when making a net to
gross calculation, which results in a higher taxable gross salary and accordingly a
higher amount of tax. The taxable gross salary (including benefits and allowances)

is also the basis for social security charges.

There have been ongoing discussions over the past few years on which method to
use when calculating the gross salary that corresponds to a net salary when an
employee is on a net salary contract. Deloitte and the other “Big four” firms’ view on
this have not been in agreement with the method presented by the Swedish Tax

Agency.

Since 2006, the Swedish Tax Agency has stated that a net salary should be
calculated to a reportable gross salary by using the Tax Agency’s monthly
withholding tax tables. This also applies if there is no withholding liability. The
monthly withholding tables typically apply a slightly higher tax rate than an
individual’s final tax rate, in order to ensure that sufficient tax is withheld during the
year. Further, the tables assume that a person will receive the same income every
month for the full year. Basic deductions, such as the personal allowance are taken
into account in the tables (the personal allowance for 2010 varies between SEK
12,500 and SEK 32,700 depending on the income level). However, other personal
deductions, such as deductions for increased cost of living due to temporary work



are not to be considered at the time of tax withholding (unless a request for tax

adjustment has been filed and approved in this regard).

Deloitte, and the other firms, have argued for a method according to which the gross
remuneration is determined by using the final tax, taking all standard and personal
deductions into account. This method is consistent with the taxation of individuals
with gross remuneration, as their net salary after the final tax assessment is the
gross remuneration less the final tax due. Consequently, by using the method based
on the final tax, there are no discrepancies in the treatments of gross and net
salaries. If the method laid down by the Swedish Tax Agency is used, the final tax
liability is not reflected and the calculation of the gross salary is standardized. The
result is that the gross remuneration less the final tax does not equal the net salary
the individual is entitled to according to the employment or assignment contract.
Further, the individual is generally taxed on a higher gross salary using the Tax
Agency’s method. The difference in the tax payable is in particular significant if the
Swedish Tax Agency’s method is used for individuals working in Sweden for part of
the year and for individuals who are entitled to personal deductions, as for example
deductions for mandatory employee social security charges paid in another EU-

country and deductions for increased cost of living due to temporary work.

In the relevant court case, where the individual was represented by Deloitte, it was
claimed that the individual's taxable gross salary should be the net remuneration
grossed up with his final tax, after deductions of his personal allowance and social
security charges he had paid in his home country. The Swedish Tax Agency argued
that the monthly withholding tax tables should be used in order to determine the
gross remuneration. Accordingly, the Swedish Tax Agency had calculated and taxed

a higher gross value than the individual had reported.

In the court case discussed here, the individual's net salary was approximately SEK
560 000 (undisputed). After taking the mentioned deductions into account the
individual claimed that his gross salary should be calculated to approximately SEK
975 000 whereas the Swedish Tax Agency argued that the gross salary should be
almost SEK 1 085 000, i.e. the Tax Agency increased the individual's gross salary
by SEK 110 000 resulting in an additional tax of approximately 12 percent given that
the top marginal tax rate in Sweden is around 56 percent.

The Supreme Administrative Court rejected the individual’'s claim, and hence in
principle followed the view of the Swedish Tax Agency. According to the court the
gross salary is to be determined without taking the personal allowance and the
deduction for social security charges into account. It is noteworthy that the Supreme
Administrative Court did not explicitly confirm that the gross up method claimed by
the Swedish Tax Agency should be used. Instead the court merely rejected the
individual's claim stating that the gross salary calculated by the Tax Agency was at

least not too high.



This means that the court did not verify the method used by the Swedish Tax
Agency since the personal allowance is taken into account in the withholding tax
tables the Tax Agency use for gross up calculations. Therefore, there is still
uncertainty around which method should be used for calculating the taxable gross
salary and it is possible that the position taken by the Supreme Administrative Court
will lead to even higher costs for tax and social security than according to the view
represented by the Swedish Tax Agency. The actual increase in the cost will be
different from employee to employee depending on the personal situation such as
deductions why the above presented figures in this court case are for illustration

purposes.

Deloitte’s View

Even though the new ruling from the Swedish Supreme Administrative Court
has shed some light on the method to be used for net to gross calculations, the
court did neither approve the Swedish Tax Agency’s method nor the one used
by Deloitte and other firms. Therefore there is now a need for interpreting the

ruling in order to establish a new method.

Given that the court determined that deductions are not to be included in the net
to gross calculations, the ruling can result in significantly higher costs for

employers using net remuneration packages.

A review of previously reported gross remuneration, tax and social security for
international assignees may be required, in order to minimize the risk for
additional costs relating to these years as the Swedish Tax Agency may perform

tax audits of past periods.

For current and future assignments, employers should investigate the
possibilities of alternative remuneration packages. It is at the same time
recommended that present assignment policies are reviewed in light of the court
ruling in order to avoid the potential risk of increased costs related to higher

Swedish tax and social security charges.

People to Contact
If you have any questions concerning the issues in this GES NewsFlash, please

contact one of the tax professionals as follows:

Mato Saric
Tel: +46 75 246 4166

Rickard Krantz


mailto:msaric@deloitte.se
mailto:rkrantz@deloitte.se

Tel: +46 75 246 4405

Teresa Vesterlund
Tel: + 46 75 246 2059

Martin Stiernstrom
Tel: + 46 75 246 2135

This NewsFlash information is now being incorporated into the new, more frequent
bi-weekly GES newsletter, Global InSight, which you will receive directly if you are

on the central distribution list.

If you are not on the central distribution list and received this communication by
some other means, you can follow these few simple steps to be added to the central
distribution list.
- Log onto www.deloitte.com/us
-  Select “Insights” at the top of the page, then select “Email subscriptions” in
the drop down menu
— On the next page, under Step 1, select “Tax” and “Global Employer
Services”
— Under Step 2, select “Global Insight”

— Under Step 3, fill out your contact information and click “Save my profile”

Be sure to visit us at our Web site: www.deloitte.com/tax

If you require information about doing business in a specific country, including
individual tax considerations, please log on to www.deloittetaxguides.com and select
the countries of interest. In addition to detailed guides, there are at-a-glance

summaries contained in the Snapshot series section.

Back to Top

Home | Security | Legal | Privacy

1633 Broadway
New York, NY 10019 — 6754
United States

© 2010 Deloitte Touche Tohmatsu.

Deloitte refers to one or more Deloitte Touche Tohmatsu, a Swiss Verein, and its network of member firms, each of
which is a legally separate and independent entity. Please see www.deloitte.com/about for a detailed description of the
legal structure of Deloitte Touche Tohmatsu and its member firms.

# Deloitte RSS feeds


mailto:tevesterlund@deloitte.se
mailto:mstiernstrom@deloitte.se
http://www.deloitte.com/us
http://www.deloitte.com/tax
http://www.deloitte.com/dtt/section_node/0%2C1042%2Csid%25253D11410%2C00.html
http://www.deloitte.com/global/
http://www.deloitte.com/securitystatement/
http://www.deloitte.com/legalstatement/
http://www.deloitte.com/privacystatement/
http://www.deloitte.com/about
http://www.deloitte.com/rss/




