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Dear Sir or Madam,

As a result of the current situation with
regards to the Covid-19 pandemic, all facets
of our society are being confronted with
unprecedented challenges. A great number
of fellow citizens are following the advice
to work from their home office wherever
possible. However, in a globalised
professional world in which it is
commonplace to have to cross a border to
reach the workplace, this increased activity
in home offices could pose a stumbling
block when it comes to taxation.

With respect to the activities of border
commuters and cross-border workers, the
relevant articles of the double taxation
agreements with the neighbouring states
relating to income from employment,
regulations on the taxation of cross-border
workers – if any – and, in certain cases,
consultation agreements should be
observed. On the basis of these regulations,
exceeding a certain number of days during
which a worker does not visit the country in
which the work is carried out may lead to a
(partial) change in taxation rights. Given
the growing numbers of people working
from home, the German Federal Ministry of
Finance is pursuing (or has pursued)
bilateral special arrangements to prevent
the consequences of any undesired changes
in taxation rights.

According to the French double taxation
agreement, additional home office days
already do not affect the intended
distribution of cross-border workers’
taxation rights since activities carried out in
the border zone of the employee’s country
of residence are not classified as days on
which the employee does not return.

On 3 April 2020, Germany entered into a
mutual agreement with Luxembourg.
According to this agreement, work days
spent in a home office due to the Covid-19
pandemic count as work days spent in the
country in which the employee would have
been working without the measures taken
to combat the pandemic. Employees taking
advantage of the option to work at home
are required to keep records (confirmation
from their employers) of these work days.
Exceptions to this rule apply to work days
which would have been spent working from
home or in a third country, regardless of
these measures, and in particular for
employees who exclusively work in their
home office in line with their employment
contract. 

The mutual agreement applies to work days
in the period between 11 March 2020 and 30
April 2020 and will automatically be
extended at the end of each calendar
month until the end of the next calendar
month, unless it is terminated by one of the
contracting states.

Substantively comparable regulations,
though differing in the details, can be found
in mutual agreements with the Netherlands
dated 6 April 2020 and with Austria dated
16 April 2020. 

If your company employs cross-border
workers or border commuters, please feel
free to get in touch with us to discuss the
matter. We are happy to advise and support
you at any time.

Best regards



Prof. Dr. René Schäfer
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