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Learning Corner: Personal Income
Tax Obligations for Expatriates
Employed by Global Employment
Companies (GECs)

Note: This article provides a generic and high-level overview
of the topic. You are strongly advised to consult a qualified
Tax Consultant to receive relevant advice for your specific
circumstances.

One of the recurring questions that often arises when expatriates
are employed by Global Employment Companies (GECs) is:
Where do they need to pay tax? The answer, in short, is that
tax obligations arise in any jurisdiction where an individual is
considered a “tax resident.” However, when tax residency is
established in multiple jurisdictions, the presence of Double
Taxation Agreements (DTAs) becomes relevant in determining
which jurisdiction has the primary right to tax the income.

Tax residency refers to the status of an individual (or entity) as
a resident for tax purposes in a particular jurisdiction. It is usually
determined based on various factors, including the duration of
stay, the purpose of stay, and ties to the jurisdiction such as
permanent home, family, and economic interests.

Expatriates, especially those from countries that tax income
on a global basis, may find themselves with tax liabilities in
multiple jurisdictions simultaneously. This can result in complex
tax compliance requirements and financial implications. The
presence of DIAs and Tox Equalization arrangements helps
mitigate some of these complexities but underscores the
importance of careful tax planning and compliance. DTAs
are bilateral agreements between countries, which provide
clarity on which jurisdiction should tax the income first. DTAs
often include provisions for determining tax residency, resolving
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conflicts, and providing relief from double taxation through mechanisms such
as tax credits or exemptions.

It is important to note that Tax Residency rules determine where tax should be
paid, but International Assignment policies would often clarify who is responsible
for such payments. For example, if Tax Equalization policy is in place, the employer
would typically be responsible for the payment of the actual taxes where these
are due, whilst making a “hypothetical tax” deduction from the employee’s
compensation.

Given the intricacies of global taxation, it is crucial for expatriates and employers
to work closely with reputable tax consultants to understand their tax obligations
in all applicable jurisdictions. Clear policies regarding how taxation aspects of
infernational assignments will be managed are essential for ensuring compliance
and minimizing tax-related risks. By proactively addressing tax considerations
and leveraging available resources, expatriates and employers can navigate
the complexities of global taxation with confidence and clarity.
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