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2. Capital income, e.g. net interest income and net ca- A state tax at the rate of 3.76% (2010) is imposed on
pital gains. the total taxable income exceeding DKK 42,900.

3. Other allowances deductible from the total taxable Personal income in excess of DKK 389,900 (2010)
income.

plus positive net capital income in excess of DKK
40,000 (spouses DKK 80,000) is taxed at a rate of 15%.
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Taxation of individuals

Local income tax

Church and local taxes are levied at flat rates. The ra-
tes are determined each year by the local authorities
and vary for the different municipalities. The tax is le-
vied on taxable income exceeding DKK 42,900. The
average municipal tax rate is 24.09% (2010). The ave-
rage church tax is 0.73% (2010).

In addition, a health care tax at a flat rate of 8% has
replaced the former county tax. The tax is imposed on
taxable income exceeding DKK 42,900.

The tax rates for non-residents subject to limited
tax liability are identical to the state tax rates for resi-
dent individuals together with a fixed local tax rate
whereby the tax burden is almost identical to the tax

burden of residents.

Deductions
Contributions to Danish social security (labour mar-
ket pension and labour market contribution)
and to Danish pension schemes as well as certain busi-
ness expenses are deductible from the personal in-
come. However, deduction for payment to Danish
pension schemes can only be made up to DKK
100,000 (2010), and the labour market pension is
temporarily suspended.

Interest expenses are deductible from capital income
(subject to limitation if relating to real property).

Certain transport expenses and alimonies are dedu-
ctible from the taxable income. An earned income re-
lief for expenses for e.g. allowance for extra costs of
living, subscriptions to professional associations and
necessary business literature is granted, if the total
amount exceeds DKK 5,500 (2010) per year.

Furthermore, a deduction of a maximum of DKK
13,600 in 2010 in the taxable income is granted for
employed persons.

Tax credits

Individuals are entitled to claim tax credits and/or tax
exemption in respect of income deriving from foreign
sources.

If an individual, who is resident in Denmark, is as-

signed abroad for a period of at least six consecutive
months, the salary earned abroad is wholly or partly
exempt from Danish tax provided that certain conditi-
ons are met.

The tax exemption does not depend on the tax

amount actually paid in the other state.

Inheritance tax

Inheritance from a deceased person, who was resident
in Denmark at the time of his/her death, is subject to
inheritance tax divided into 2 categories.

The estate tax is a flat rate of 15% of the value ex-
ceeding DKK 264,100 (2010) and is calculated on the
basis of the value of the whole estate.

An additional tax of 25% is levied on the value re-
ceived by recipients, who were not closely related to
the deceased. Thus, the total effective tax rate is
36.25%.

Certain amounts are exempted from the tax duty,
e.g. inheritance and insurance amounts accruing to

the spouse of a deceased person.

Gift tax

Individuals, who are closely related to the donor, can
receive gifts without tax, if the cumulative value of all
donations for one calendar year does not exceed DKK
58,700 (2010).

A child’s or a stepchild’s spouse can receive gifts tax-
free, if the cumulative value of all donations for one
year does not exceed DKK 20,500 (2010).

Gifts to spouses are tax-free.

The gift tax is a flat rate of 15%, and it is only im-
posed on the above persons, if the cumulative value of
the gifts for one year exceeds the tax-free limits.

There is an additional tax on gifts to stepparents
and grandparents, if the cumulative value of the gifts
exceeds DKK 58,700 (2010) for one year. The additi-
onal tax is calculated at a flat rate of 25%, resulting in
a total effective tax rate of 36.25%.

Gifts to other relatives or unrelated parties are tre-

ated as ordinary income.
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Value-added tax

Denmark applies the system of value-added tax (VAT)
established by the European Union.

Denmark imposes VAT on imports and taxable de-
liveries of goods and services — unless specially
exempted — at a rate of 25%.

A number of business activities are exempted from
VAT. The most important ones are: hospital, medical
and dental care, insurance, banking, and certain finan-

cial activities as well as travel agency services.

Odense
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Entrepreneurs supplying taxable goods or services
(including branches or agencies of non-Danish
companies) must register for VAT.

Refund of Danish VAT is available for foreign
companies not registered for VAT in Denmark. A
company which is established outside of the EU and
carrying out business in Denmark may be required to
register for Danish VAT purposes through a resident
VAT agent.
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» | Withholding taxes

Country Dividend Royalty Country Dividend Royalty

Individuals, Qualifying Individuals, |Qualifying
companies companies® companies  |companies*

a) Lower rate at 25% ownership.

b) Lower rate at 10% ownership.

¢) Zero rate at 10% ownership.

d) The taxation treaty has been cancelled.

e) Zero rate applies at 50% ownership.

f) Zero rate applies if the EU Parent/subsidiary Directive applies.

* (According to domestic rules either a 10% direct ownership is required or
the distributing company must be a group company)

** (According to domestic rules withholding tax on interest only applies to in-
terest payments from a controlled Danish company to a foreign company.
“Control” is defined as ownership of at least 50% of the share capital or
votes. No withholding tax applies if the foreign company is protected by

g) Lower rate at 50% of the votes.

h)The treaty does not apply to 1929 Luxembourg holding companies.

i) 5 % rate if paid to approved entity.

J) Zero rate applies at 80% of the votes.

k) 5% at 70% ownership/an investment of 12 million USD.
1) 10% rate between 25% and 70% ownership.

m) Montenegro

n) 10% at 25% of the votes.
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either the EU Interest/Royalty Directive or a double taxation treaty with
Denmark (reduction/waiver) or if the foreign company is controlled by a
Danish company or by another foreign company in a tax treaty country
imposing CFC taxation on the received interest or if the foreign company
does not have significant financial income (50% of total income).
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