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In what seems an increasingly small  
world, even the smallest of employers 
will likely have some form of 
international business activity, whether 
it be recruiting overseas employees 
to work in the UK or sending existing 
employees overseas to source new 
clients. 

This international activity will likely 
continue to have tax implications in 
the home country of the employee, 
whilst creating a ‘tax footprint’ for the 
employee in the country where the  
work is being undertaken.

Given the wide variety of circumstances  
that will arise from international 
business, no two cases are the same. 
That being so, there are many issues 
employers need to consider and take 
advice on. 

SHORT-TERM POSTINGS TO THE UK

UK employers must withhold PAYE on a real-time basis for 
all employees working in the UK, including non-UK resident 
employees, and there is no default de-minimis number of 
work days.  

UK employers who are also part of a global group can be 
required to operate UK PAYE on other group company or 
group branch employees that spend time working in the UK.

The UK company is often unlikely to have sight of the 
employees’ UK movements or access to an individual 
employee’s payroll and HR information to allow them to 
comply with UK PAYE regulations, particularly on a real time 
basis.

The overseas employee may only be present in the UK for 
a limited period, or undertaking incidental and subordinate 
duties whilst in the UK. Under the terms of many UK double 
taxation agreements these ‘UK days’ would not be taxable in 
the UK. 

If no action is taken by employer, the employee is required 
to submit a self-assessment tax return to obtain double tax 
relief. This can only be done at the end of the tax year, and 
therefore creates a cash flow disadvantage for the employee. 
To avoid the need for a tax return, the employer can obtain an 
agreement from HMRC to allow them to exclude the income 
from UK PAYE if certain conditions are met. 

In the event these conditions are not met it may still be 
possible to request permission to operate an annual PAYE 
scheme to reduce the compliance burden on the UK 
employer.



SHORT-TERM POSTINGS TO THE UK SHORT-TERM POSTINGS OVERSEAS

UK employers must continue to withhold PAYE on a real-
time basis for UK resident employees who are no longer 
working in the UK, but continue to work for the company 
overseas. A short term secondment is unlikely to break an 
employee’s UK residency, meaning PAYE will continue to be 
deducted from them.

Sending employees overseas for short-term secondments 
is likely to subject the employee to additional income tax 
levied by the overseas country, resulting in a double tax 
charge for the employee.

The UK has one of the largest networks of double taxation 
treaties of any country, meaning there is likely to be a 
mechanism for the employee to be relieved of the double 
tax through the terms of an agreement the UK has with the 
overseas country. If the UK doesn’t have a tax treaty with the 
country to which the employee is being posted, the UK will 
usually allow double tax relief on a unilateral basis.

If no action is taken by the employer, the employee is 
required to submit a self-assessment tax return to obtain 
double tax relief. This can only be done at the end of the tax 
year, and therefore creates a cash flow disadvantage for the 
employee.

To avoid the need for a tax return, the employer can obtain 
an agreement from HMRC to allow them to give double tax 
relief to the employee via the payroll and avoid the need for 
a tax return.

FULL TIME POSTINGS OVERSEAS

Employers with non-UK resident employees performing their 
duties wholly or mainly overseas, can still be required to 
operate UK PAYE on payments made to the employee. 

Equally, the tax authority in the country where the work is 
actually taking place can also tax payments made to the 
employee. Without steps being taken to mitigate the tax 
charges, the employee will suffer double tax on the same 
income.

Without the employer and employee taking steps ahead of 
the overseas work commencing, the employee will need to 
submit a UK tax return to obtain relief from the double tax 
suffered. It will only be possible submit the tax return after 
the year end, causing a cash flow issue for the employee 
throughout the year.

To avoid the need for a tax return, the employer can 
obtain an agreement from HMRC to allow limit the income 
subjected to UK PAYE if certain conditions are met. If no 
work is undertaken in the UK and the employee is non-UK 
resident a tax code can be obtained from HMRC in order to 
stop withholding PAYE.

IDENTIFYING THE EMPLOYER

The double tax relief available to an individual being posted 
overseas will depend on a number of factors and one key 
factor is how the individual is employed and who will employ 
them during the posting. As well as driving the tax position 
of the employee, the identity of the employer can also 
have a significant impact on the company’s obligations and 
liabilities in-country.  

Broadly speaking a secondment is a posting where the 
employee is posted to work for another entity (usually based 
in-country) and the other entity assumes all responsibility for 
the employee.

An assignment is the polar opposite of a secondment in that 
the original, existing employer retains all responsibility for 
the employee and continues to direct the employee in how 
they undertaken their duties. 

Generally speaking, employees on secondment will be more 
likely to be subject to tax in-country earlier in the posting 
than those on assignment.  

In addition to secondment v assignment considerations, the 
interpretation of ‘employer’ for tax treaty purposes will differ 
from country to country. The UK’s position is that it considers 
that the company which obtains the benefits and bears the 
risks in relation to the work undertaken by the employee 
must be treated as their employer, known as the ‘economic 
employer’.

Accepting the above, the UK does allow for a de-minimis 
of 60 days when applying the economic employer rule, 
referred to as the ‘60 day rule’. The UK will not consider the 
economic employer rule when the period of work in the UK 
is less than 60 days in a tax year, and doesn’t form part of a 
more significant period of work in the UK. 

Whether the UK entity bears the employment cost of the 
employee is the most significant factor when considering 
the UK’s interpretation regarding economic employers for 
treaty purposes.

Other countries do not adopt the same approach as the UK: 
some will have no de-minimis and some countries simply 
ignore the economic employer test and focus solely on who 
is the legal employer of the individual when considering the 
tax treaty.



INTERACTION BETWEEN UK NATIONAL 
INSURANCE AND OVERSEAS SOCIAL  
SECURITY

Whether you have a UK resident working  
overseas or have a non-UK resident working  
in the UK, the basic principle for social security  
purposes is that the employee will pay social  
security where the work is carried on. 

You then need to consider whether there are any  
rules in the employee’s home and host country, or  
any social security (reciprocal) agreements that alter  
the basic principle.

When there is a UK element to an arrangement (i.e. 
UK work or UK-resident employee), for social security 
purposes the world is divided into three separate 
categories; EC social security legislation (governing 
all the EU member states, plus Norway, Lichtenstein  
and Switzerland i.e. EEA member countries), countries 
with which the UK has a social security agreement 
and the rest of the world - countries where the social 
security position will be governed by domestic UK 
legislation.

Each area will have its own rules governing the 
interaction of home and host country social security, 
and in the case of the social security agreement 
countries, each agreement can be drafted differently, 
although the UK does try to adopt similar provisions 
in each of the agreements it enters into.

In addition to the general provisions within 
agreements, there are often specific provisions that 
vary between agreements, and include:
•  The profession of the employee (examples include 

mariners, airline pilots and oil and gas workers)
•  The location of the work being undertaken (i.e. 

Norwegian mainland or Norwegian continental 
shelf)

•  The reason for the posting (i.e. posted workers 
provisions)

•  The length of the posting.

The purpose of social security provisions entered 
into between two countries - whether it be the EC 
regulations or the agreements the UK has reached 
with third countries independently is twofold; to 
ensure social contributions are not paid twice on the 
same income, and to provide protection to ensure 
benefit entitlement is maintained when the employee 
is seconded away from their home country.

TRAVEL, ACCOMMODATION AND 
SUBSISTENCE

Relief for travel, accommodation and subsistence will 
vary from country to country in accordance with local 
rules, and it is important to obtain local advice on the 
availability of relief in-country.

The default position for UK relief is to look at 
the general rules for travel. These rules allow an 
employee to receive tax free travel, accommodation 
and subsistence, whether paid by the employer or 
from a reimbursement of the employee’s expenses 
incurred, provided the workplace is considered a 
‘temporary workplace’.

Where relief is not available under the general 
rules, the UK has specific rules for overseas work 
that allow an employee to receive tax free travel, 
accommodation and subsistence paid for/reimbursed 
to them by their employer, if certain conditions are 
met. 



MEDICAL TREATMENT AND MEDICAL INSURANCE  
IN RELATION TO OVERSEAS EMPLOYMENTS
 There is a specific UK relief for the provision of medical treatment 
and/or insurance when employees have been posted overseas to 
perform their employment duties, and enables the provision  
of these payments to be tax free. 

The conditions that must be met for the relief to apply are: 
•   The relief is limited to the amount paid or reimbursed by the 

employer
•   In the case of medical insurance, the policy must not extend to 

enable the employee to obtain medical treatment in the UK (i.e. 
it must solely be available to the employee for treatment whilst 
they perform duties in-country)

As with travel, relief for medical expenses and/or insurance will 
need to be checked locally as this is something not covered by a 
double tax treaty and will vary depending on local rules. 

SUMMARY

As the above issues demonstrate, global mobility often comes 
down to a weighing up of the advantages between resourcing 
the best human capital available to work in the country of the 
activity versus the cost and compliance burden in administering 
the posting of the employee. 

Employers can help to ensure their global mobility postings are 
successful in minimising the costs and compliance in two ways: 
First, it cannot be under-estimated just how important it is to be 
forward looking when planning international postings. To be 
successful in global mobility, employers need to take advice as 
soon as practicable. 

Advice is likely to be needed in both the home country and 
‘host’ country where the activity will take place. Sourcing this in 
advance will help to give the employer options should the advice 
bring to light unfavourable consequences – something that 
cannot be done in hindsight.

Second, having a standardised global mobility policy that outlines 
the terms all employees will be subjected to when undertaking an 
international posting ensures that there will be no surprises and 
quibbles or arguments over terms and conditions.  

A successful global mobility policy will include consideration of 
the following items as a starting point but may also include other 
policies specific to the company or to the population to whom the 
policy will apply:  
•   Tax and social security harmonisation 
•   In-country and home country personal tax compliance 

assistance
•   Travel, accommodation and subsistence
•   Allowances relating to employees’ spouses and families
•   Healthcare
•   Continuation of employment rights, pensions, bonus and share 

awards
•   HR considerations such as appraisals and disciplinary 

procedures.s

Global mobility is a specialist area of tax and specialist advice 
is required both in the home country of the employee and the 
location of the work. PKF Francis Clark has a specialist team 
who can assist with your global mobility issues and help source 
knowledgeable local advisory services that will make your 
international postings straightforward and cost effective.
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