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TABLE 1: COMPARISON OF TAX REGIMES IN EUROPEAN COUN TRIES 

� Corporate income tax rate (%)* Special tax regime for expatriates  

Denmark 25 Yes 

Sweden 28 Yes 

France 33.33 Yes 

United Kingdom 30 No 

Netherlands 25.5 Yes 

Germany 38.60 No 

Spain 32.5 No 

Italy 33 No 

Poland 19 No 

Czech Republic 24 No 

Belgium 33 Yes 

Ireland 12.50 No 
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TABLE 2: DEDUCTION RULES  

Expenses Deduction rules 

Capital expenditure Generally not deductible 

Research and development 

Normally fully tax deductible. Amortization may be apportioned in equal 
instalments over a period of four years. Capital expenditure related to 
machinery and equipment, which is being used exclusively for research 
and development purposes, can be fully deducted in the year in which it 
is acquired 

Computer software Fully deducted in the year in which the software is acquired 

Entertainment 25% can be deducted 

Losses on debtor accounts Deductible 

Pension schemes  Deductible 

Royalties Royalties paid at arm’s length are deductible 

Interest 

Interests paid at arm’s length are as a starting point deductible, but can 
be restricted by 3 separate tests:  
 
Thin capitalisation 
Interest payments to affiliated companies are restricted if the company is 
considered to be thin capitalised. Safe heaven for thin capitalisation 
exists when the debt:equity ratio does not exceed 4:1.  Non-booked 
goodwill can be included in the calculation of equity. 
 
Assets yield 
Net financial expenses exceeding DKK 20 mil. are restricted if they 
exceed 6.5% (variable) of the tax value of assets in the company. The 
tax value of assets does not include shares in Danish subsidiaries, since 
the calculation is made on a consolidated basis for the joint taxation 
group. 0% of the original purchase value of shares in foreign subsidiaries 
is included.  
 
80% reduction of taxable income 
The allowed net financial expenses (allowed according to the assets 
yield) are only allowed to reduce the taxable income with 80%. Additional 
unused allowed financial expenses can be carried forward.  

Dividends Dividends may not be deducted 

Intercompany transactions  

Intercompany transactions 
Normally deductible for tax purposes, provided that they are charged in 
accordance with the ”arm’s length principle", i.e. on market conditions. 

Management charges etc. Generally deductible, if based on ”arm’s length” principle. 

Intercompany loans Generally deductible, if based on ”arm’s length” principle. 

Insurance premiums Generally deductible, if based on ”arm’s length” principle. 
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TABLE 3: DEPRECIATION RULES  

Depreciation  

Machinery and equipment 
Included in one single depreciation balance. 
Depreciation calculated at between 0 and 25% of 
the balance. 

Ships exceeding 20 tons, airplanes, trains, oil rigs, 
and power plants 

These assets are depreciated on a separate 
balance. Depreciations are calculated at between 
0 and 15% of the balance from 2016 and onwards. 
 
Until then depreciations are calculated at: 
0 - 23% in 2008 - 2009  
0 - 21% in 2010 - 2011 
0 - 19% in 2012 - 2013 
0 - 17% in 2014 - 2015 

Railroads, radio and tv communication facilities, 
facilities to the storage of electricity, heat, oil, and 
gas 

These assets are depreciated on a separate 
balance. Depreciations are calculated at between 
0 and 17% 

Real property 

Can be depreciated on an individual basis. The 
depreciations are calculated at between 0 and 4% 
of the original purchase price.  
 
Important exceptions are office buildings, 
residential property, and the value of land. 

Amortization  

Goodwill Amortized over 7 years 

Know-how, patents, and copyrights 

Know-how and patents may be fully deducted for 
tax purposes in the year they are purchased. 
Alternatively, along with copyrights they may be 
amortized over 7 years or amortized over the 
useful life of the asset. 

Compensation relating to distribution agreements 
and non-competition clauses 

Certain compensations can be amortized over 7 
years. 

Leasehold improvements 
Amortized over the period of rental contract. 
Annual limit of 20%. 

+��	������������.�6����%��7' �
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TABLE 4: EXAMPLES OF LAND, PROPERTY VALUE, AND BUIL DING TAX IN GREATER COPENHAGEN 
(2007) 

 
Municipality of Gentofte City of Copenhagen 

Municipality of     
Ballerup 

Land tax  16‰ 34‰ 29 ‰ 

Property value tax* 10‰ 10‰ 10‰ 

Building Tax 6‰ 10‰ 10‰ 
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TABLE 7: OVERVIEW OF REQUIREMENTS ACCORDING TO JOB DESCRIPTION 

 Minimum remuneration 
requirements 

Supplementary tax after 
prolongation period 

Person employed to do research 
work with  official approval as 
researcher 

No No 

Person employed to do research 
work without official approval as 
researcher 

Yes No/Yes 

Other foreign employees Yes No/Yes 
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