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INTRODUCTION

The purpose of this publication is to give an introduction to those considering conducting
business in Denmark, either by establishing a company or a branch or in other ways.

Our intention is to provide a description of the business environment and the main aspects
of the legal framework of Danish business life. For readers actually planning to set up a new

business in Denmark, we recommend further professional assistance.

The information presented in this publication was assembled by Revitax A/S.

Copenhagen, 1st October 2007.
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A state tax at the rate of 5.48% (2007) is imposed
on the total taxable income.

The aggregate amount of personal income and
net capital income in excess of DKK 272,600
(2007) (DKK 545,200 (2007) for a married
couple) is taxed at a rate of 6%.

Personal income in excess of DKK 327,200
(2007) plus positive net capital income is taxed
at a rate of 15%.

The basic amount for calculating the 6% tax
(DKK 272,600 in 2007) will increase as of 2009
and be equivalent to the basic amount for calcu-
lating the 15% tax.

Thus, from 2009 the only difference between
the calculation of the 6% tax and the 15% tax is
that in respect of the 6% tax, unutilised aggre-
gate amounts can be transferred from one spouse
to the other. Transfer of unutilised aggregate
amounts between spouses is not an option when
calculating the 15% tax.

Local income tax

Church and local taxes are levied at flat rates.
The rates are determined each year by the local
authorities and vary for the different munici-
palities.

In addition, a health tax at a flat rate of 8% has
replaced the former county tax. The aggregate
average local income tax rate is 33.3% in 2007.

The tax rates for non-residents subject to
limited tax liability are identical to the state tax
rates for resident individuals together with a fixed
local tax rate of 32% (2007).

Deductions

Contributions to Danish social security (labour
market pension and labour market contribution)
and to Danish pension schemes as well as certain
business expenses are deductible from the personal
income.

However, the labour market pension is tempor-
arily suspended.

Interest expenses are deductible from capital
income without any limitations.

Certain transport expenses and alimonies are
deductible from the taxable income. An earned
income relief 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 5,200
(2007) per year.

Furthermore, a deduction of a maximum of
DKK 7,500 in 2007 (DKK 12,300 in 2008) 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
assigned abroad for a period of at least six consecu-
tive months, the salary earned abroad is wholly
or partly exempt from Danish tax provided that
certain conditions 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 resi-
dent 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
exceeding DKK 248,900 (2007) and is calculated
on the basis of the value of the whole estate.

An additional tax of 25% is levied on the value
received by recipients, who were not closely re-
lated 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 55,300 (2007).

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 19,300 (2007).

Gifts to spouses are tax-free.

The gift tax is calculated at a flat rate of 15%,
and it is only imposed 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 55,300 (2007) for one year. The
additional 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
treated as ordinary income.



VALUE-ADDED TAX

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

Denmark imposes VAT on imports and taxable
deliveries 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 financial activities as well as travel agency
services.

Entrepreneurs supplying taxable goods or
services (including branches or agencies of non-
Danish companies) must register for VAT, if they
have an annual taxable turnover of more than
DKK 50,000.

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

Dividend Royalty [Interest*™

Individuals, |Qualifying
companies|companies*

Argentina 10% 0% 3%/5%/15% 12%

Australia 15% 0% 10% 10%

Bangladesh 15% 0% 10%

Belgium 0% 0% 10%

Bulgaria 15% 0% 0% 0%

Chile 15% 0% 5%/15% 15%

Croatia 15% 10%

Czech Republic 15% 0% 5%

Estonia 15% 0% 5%/10%? 10%

Finland 0% 0% 0%

Georgia 15% 0% 0%

Greece 18% 5063 8%

Hungary 0% 0% 0%

India 25% 0% 20% 10%/15%

Ireland 15%

Italy 15% 5% 10%

Japan 15% 0% 10% 10%

Korea (rep.) 15% 0% 10%/15%

Latvia 15% 5%/10% 10%

a) Nil, if protected by EU Directive 2003/49 EF.

b) 10% if the parent company owns at least 10% of the shares.

c) Only 10% ownership is required.

d) 5% if the parent company owns at least 10% of the shares.

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

f) The reduced rate applies only to approved royalties.

g) For individuals the withholding tax is increased to 28% if the
person is not tax-liable of the dividend to the UK.

h) Limitation of benefits applies.

Country

Country Dividend Royalty [Interest*™*

Individuals, |Qualifying
companies|companies*

Luxembourg® 0% 0% 0%

Malaysia 0% 0% 0%/30%"

Mexico 15% 10% 5%/15%

Netherlands 15% 0% 0% 0%

Norway 15% 0%°) 0%

The Philippines 15% 15%

Portugal 10% 0% 10%? 10%

Russia 10% 0% 0%

Slovak Republic 15% 0% 5063

South Africa 15% 0% 0% 0%

Sri Lanka 15% 0% 10% 10%

Switzerland 0%

Tanzania 15% 20% 12,5%

Trinidad and
Tobago 20% 15% 15%

Turkey 20% 0% 10% 15%

Ukraine 15% 0% 0%/10% 10%

United States 15% 0%IM 0%

Vietnam 15% 0% 5%/15% 10%

Zambia 15% 0% 15% 10%

* (According to domestic rules a 15% ownership is required, unless
otherwise stated.)

** (According to domestic rules withholding tax on interest only applies
to interest 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 com-
pany is protected by either the EU Interest/Royalty Directive or a double
taxation treaty with Denmark (reduction/waiver) or if the foreign com-
pany 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 any significant financial in-
come (50% of total income).



Internationally

Moore Stephens Denmark is a
member firm of Moore Stephens
International Limited, a global
accounting and consulting network
with its headquarters in London
where its first member firm was
founded in 1907.

With over 17,500 staff in 593
offices in 93 countries, you can be
confident that we have access to
the resources and capabilities to
meet your needs. Moore Stephens
International independent member
firms share common values:
integrity, personal service, quality,

knowledge and a global view.

The member firms of Moore Stephens
Denmark are independent member firms

of Moore Stephens International Limited.
Moore Stephens International Limited is

a non-practising, non-trading international
umbrella organisation and does not deliver
services in its own names. Moore Stephens
International Limited and its member firms
are legally distinct and separate entities.
They are not and nothing shall be construed
to place these entities in the relationship of
parents, subsidiaries, partners, joint ventures,
or agents.
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Moore Stephens Danmark
Statsautoriseret Revisionsaktieselskab

Frederiksgade 1 - 1265 Kgbenhavn K
Telefon 33 77 81 00

www.moorestephens.dk
e-mail: ms@moorestephens.dk

Independent member firms:

AP | Statsautoriserede Revisorer

Ngrre Farimagsgade 11 - 1364 Kgbenhavn K

Telefon 70 15 78 11

Torvet 21 - 4600 Kgge
Telefon 70 15 78 11

Olof Palmes Allé 251 . 8200 Arhus N
Telefon 87 35 78 11

www.ap.dk
e-mail: info@ap.dk

Brandt & Sigsten Pedersen
Statsautoriseret Revisionspartnerselskab

Thyparken 10 - 7700 Thisted
Telefon 97 91 11 11

Bytorvet 34 - 7730 Hanstholm
Telefon 97 96 10 55

Mglleveenget 17 - 7760 Hurup
Telefon 97 95 18 22

Marius Jensens Vej 8 - 7800 Skive
Telefon 96 83 33 33

Limfjordsvej 42 - 7900 Nykgbing Mors
Telefon 97 72 32 44

Borups Allé 3 - 9690 Fjerritslev
Telefon 96 50 02 00

www.bsp.dk
e-mail: info@bsp.dk

Buus Jensen
Statsautoriserede revisorer

Lersg Parkalle 112 - 2100 Kgbenhavn @
Telefon 39 29 08 00

www.buusjensen.dk
e-mail: buusjensen@buusjensen.dk

MS Revision
Statsautoriseret Revisionsaktieselskab

Banegardspladsen 61 . 6000 Kolding
Telefon 76 34 40 00

Vendersgade 261 . 7000 Fredericia
Telefon 75 92 36 88

www.msrevision.dk
e-mail: info@msrevision.dk

Palsgaard & Hansen
Statsautoriseret Revisionspartnerselskab

Sofiendalsvej 11 - 9200 Aalborg SV
Telefon 98 18 77 11
e-mail: aalborg@palsgaard-hansen.dk

Tordenskjoldsgade 1 - 9900 Frederikshavn
Telefon 98 42 58 11
e-mail: frederikshavn@palsgaard-hansen.dk

Gammel Markedsvej 1 - 9320 Hjallerup
Telefon 98 28 18 22
e-mail: hjallerup@palsgaard-hansen.dk

Torvet 10 - 9700 Brgnderslev
Telefon 98 82 32 88
e-mail: bronderslev@palsgaard-hansen.dk

www.palsgaard-hansen.dk

Revisionsfirmaet Villy Pedersen I/S
Statsautoriserede Revisorer

Katrinebjergvej 89F - 8200 Arhus N
Telefon 87 40 60 00

www.vp-revision.dk
e-mail: post@vp-revision.dk

Theill Andersen
Statsautoriseret RevisionsPartnerselskab

Jorcks Passage - Opgang A - 1019 Kgbenhavn K

Telefon 33 11 02 20

Steendertorvet 5 - 4000 Roskilde
Telefon 46 36 80 81

www.theillandersen.dk
e-mail: mail@theillandersen.dk



