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Summary

Foreign employers who have leased their employees to Finnish companies have a reporting requirement to the Finnish tax authorities. This reporting requirement applies to employees who have started work in Finland on or after July 1, 2007. The due date for reporting is the end of the month following the calendar month when the employee commenced his work in Finland. The first deadline for the employee leasing notice is the end of August 2007.

Update 

Employee Leasing Notice

The new employee leasing notice requirement concerns situations where a tax treaty does not prevent Finland from imposing income tax on the leased employee's wages. Therefore, the employee leasing notice has to be submitted to the Helsinki Area Tax Office if the leased employee comes from one of the following countries: Sweden, Denmark, Norway, Iceland, Estonia, Latvia, and Lithuania. In addition, the notice has to be submitted if the employee comes from a non-tax treaty country.

The leased employee's foreign employer is required to submit a notice if it is registered in the Finnish prepayment register. If the employer is not registered, the representative appointed according to the Finnish Posted Workers Act should submit this notice. If the employer has not appointed a representative, the foreign employer is required to submit this form in all cases. 

However, it should be noted that foreign employers with permanent establishments in Finland are not expected to submit this notice to the Finnish tax authorities as they have an obligation to withhold tax on all wages paid.

Leased Employees' Wages May Be Taxed in Finland

As a result of changes in Finnish tax legislation (2007), wages of leased employees are always subject to Finnish income tax if the employees are from countries mentioned above (Nordic and Baltic countries as well as non-tax treaty countries). Salary income is subject to income tax from the first day onwards, regardless of the length of the employee's stay in Finland or the fact that their salary is paid abroad. It should also be pointed out that when the employer of a leased employee is a foreign corporation with no permanent establishment, is not a subsidiary, and has no other corporate entity in Finland, it does not have a tax withholding obligation in Finland. Therefore, the employee is liable to pay the income tax on the wages earned in Finland to the Finnish tax authorities. However, the foreign employer has an obligation to file an annual notification of salaries to the Finnish tax authorities by the end of January following the tax year.
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