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Taxation can be a barrier for some employees deciding to move to a role on
the opposite side of the border, as well as a barrier for some employers
recruiting from the opposite side of the border.

This has the impact of shrinking the talent pool for employers, as they can’t
access talent on both sides of the border.

The tax rules for cross-border workers are more complex than for other
workers who reside on the same side of the border as their employer. The
changes in government policy that have encouraged remote and hybrid
working have exacerbated the problem due to the large volume increase in
the number of workers who find themselves in this position, working in their
home jurisdiction for an employer in the opposite jurisdiction.

The current global mobility tax rules —which primarily cater for large business
who fly employees in and out of the jurisdiction for days or weeks — are not
suitable for the land border where individuals move across it frequently in
the course of their employment duties or are living the opposite side of the
border from where the employment is based and carry out duties in their
home jurisdiction.

Dual payroll, which is often required to implement global mobility rules, is
costly, complex, and cumbersome. Dual payroll is also a cause of other
complications, such as accessing social security, mortgage applications,
income protection insurance, and health insurance.

No treaty relief under Article 15 of the Double Taxation Agreement (DTA) is
available to cross-border workers who reside in the jurisdiction to which
they’re being posted, regarding dual payroll.

It is more straightforward for Article 18 DTA government service workers,
who can be taxed on only one side of the border, versus private sector
workers.

What is the complication?

Anything cross-border on this island is always complicated. But that doesn’t
mean it shouldn’t be addressed. Why people typically run away from
complicated baffles me personally—as complicated usually means more
interesting!
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Like most problems in life, ask the person who lives and breathes the problem
to get the real picture.

If your sink leaks, ask a plumber.
If you have a hole in your roof, ask a roofer.
If you have a border question, ask a border person!

Tax, social security, and pension rules on this island work for the vast majority
of the inhabitants, both in the north and the south. But there is a cohort of
workers and employers who are not considered in legislation and who’ve
been largely ignored over the past quarter of a century. These are the frontier
workers and frontier employers—those employers based on one side of the
border who employ individuals resident on the opposite side of the land
border.

Why have these largely been ignored?

1. They were traditionally considered too small in number, but no
count had ever been taken. Yet, for census purposes, we are able
to count religious and ethnic groups, as well as immigration
numbers.

2. They were too difficult to count. Granted, it’s challenging to count
workers who are constantly on the move. With the advent of
increasing remote work, lots of these workers are now invisible —
working from home. Might it be easier to count the employers and
therefore the number of employees they engage cross-border?

3. Theissues were considered too complicated. Tax, social security
and pensions, what’s complicated about that! It’s not as if we have
to reinvent the wheel. There are rules, but they should be made to
work for a cohort of people who have different circumstances.

4. Then there’s the old rhetoric: ‘it’s a border issue,” which translates
as ‘too hot to handle’. The author often gets the impression that
‘the border’ and anything related to it are largely ignored in Dublin
and London—unless there’s an opportunity for a photo shoot of
political leaders on the international stage.

The Journal of Cross Border Studies in Ireland 2025 | 29



From the author’s perspective, the main issue for both frontier employers
and frontier workers over the last 25 years has been the lack of information
and guidance on what they should do in terms of tax and pensions.

This lack of information and guidance, in the authors’ view, stems from a lack
of understanding within government departments themselves of the real
issues affecting cross-border workers and why existing legislation is
ineffective for them.

Where legislation does not work for a cohort of employers and workers
because they don’t fit the criteria, then it’s bad legislation. Alternatively, the
view could be that they were never considered when the legislation was
drafted, so it shouldn’t apply to them.

Either way, a square peg does not fit into a round hole.

The tax issues — the current legislation

The existing legislation and guidance on the cross-border movement of
workers are primarily geared towards employers posting workers, who are
also residents in the same jurisdiction as the employer, abroad to another
jurisdiction to carry out duties for them in the foreign jurisdiction.

For example, XYZ Ltd, based in France, posts one worker on a short-term
project to Northern Ireland (NI) and one to Ireland (IE). Both of these workers
are French resident workers.

Usually, a foreign employer would have to register for payroll taxes in Nl and
IE in that case. Article 15 of the UK-France Double Taxation Treaty and Article
12 of the Ireland-France Double Taxation Treaty afford a relaxation in the
payroll rules.

The DTA relief allows the worker to be present in NI/UK or IE for up to 183
days without payroll deduction applying, provided that XYZ Ltd does not have
a corporate base (permanent establishment) in NI/UK or IE. The costs of the
posted employee’s salary are not recharged to a permanent establishment
in NI/UK or IE.

These rules regarding the global mobility of workers are similar across the
globe. It eases the burden on those who have to change jurisdiction on a
short-term basis to work.
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Article 15 of the Ireland-United Kingdom Double Taxation Treaty also has the
same wording.

Article 15 — Employments

15(1) Subject to the provisions of Article 17 and 18, salaries, wages and
other similar remuneration derived by a resident of a Contracting
State in respect of an employment shall be taxable only in that
State unless the employment is exercised in the other Contracting
State. If the employment is so exercised, such remuneration as
is derived therefrom may be taxed in that other State.

15(2) Notwithstanding the provisions of paragraph (1) of this Article,
remuneration derived by a resident of a Contracting State in
respect of an employment exercised in the other Contracting
State shall be taxable only in the first-mentioned State if:

(a) the recipient is present in the other State for a period or
periods not exceeding in the aggregate 183 days in the
fiscal year concerned; and

(b) the remuneration is paid by, or on behalf of, an employer
who is not a resident of the other State; and

(c) the remuneration is not borne by a permanent
establishment or a fixed base which the employer has in
the other State.

15(3) In relation to remuneration of a director of a company derived
from the company the preceding provisions of this Article shall
apply as if the remuneration were remuneration of an employee
in respect of an employment and as if references to “employer”
were references to the company.

It works where an employee is resident in the same jurisdiction as the
employer and is posted to work in the opposite jurisdiction.
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Example 1
Danny is a resident in NI and works for ABC Ltd, based in Dungannon.

If ABC Ltd sends Danny to work in IE, then relief is available under Article 15
of the DTA, which allows the employer, ABC Ltd, to avoid registering with the
revenue unless Danny spends more than 60 days working in IE. Even if he
spends more than 60 days in IE and the employer is required to register with
revenue, they don’t have to deduct tax in IE from Danny unless he exceeds
183 days of duties in IE within a tax year.

The reason it works for Danny is that he is a resident in the same jurisdiction
as the employer.

The central issue as to why the DTA relief doesn’t work for frontier workers
and frontier employers is that the employee is not resident in the same
jurisdiction as the employer.

When an employee is posted or allowed to or required to work in their home
jurisdiction (where they are a resident), then the existing rules fall away.
There is no relief under legislation, guidance, or treaty from payroll deduction
for the employer for any period during which the employee works from
home.

Example 2

Danny has a colleague, Joe, working in a similar role at ABC Ltd. Joe lives in
Dundalk and commutes to Dungannon daily. If ABC Ltd wants to send Joe to
work on the same project as Danny in IE, then there is an immediate
requirement for ABC Ltd to register a payroll in IE and deduct taxes on Joe
for the proportion of his duties carried out in IE.

Working from home has precisely the same impact on Joe as being sent to a
project site in IE, if he carries out any duties, regardless of where he is
located. However, within IE, his home jurisdiction, he is caught by the dual
payroll.

There is no DTA relief for Joe.

Why? Because he lives on the opposite side of the border from the employer
and is being asked to carry out duties in his home jurisdiction of IE.
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And that’s the nub of the issue. Joe’s circumstances of living on the opposite
side of the land border were never considered when the global mobility and
DTA rules were drafted.

It can become even more complicated when an employee works on both
sides of the border on the same day.

Example 3

If Danny, an NI resident, works for ABC Ltd, an NI employer, on both sides of
the border on the same day, then up to 183 days of duties in IE, he remains
entirely on the NI payroll. If more than 183 days of duties are carried out in
IE, a dual payroll must be run to apportion the duties between NI and IE.
However, if he works in both jurisdictions on the same day, he can be doubly
taxed in both NI and IE on the same day’s pay.

There is a real-time tax credit available through the payroll to relieve the
burden of double taxation, as Danny is resident in NI and the employer ABC
Ltd is a UK resident employer. Therefore, the correct amount of tax should
be deducted from Danny, and no adjustment is required at the end of the
year.

If Joe, as an IE resident, works for ABC Ltd, a NI employer on both sides of
the border, then he can be doubly taxed in NI and IE on the same day’s pay.
Real-time tax credit through the payroll, the relieving measure, is not
available to Joe as it is only available to posted workers who do not reside in
the jurisdiction to which they are being posted.

Joe will have a reduced take-home pay due to the double taxation. If
employer ABC Ltd funds the dual tax during the year for Joe, then Joe ends
up with an interest-free loan from the employer, on which he is taxed as a
‘benefit in kind’, incurring an additional tax charge. He also has to file a self-
assessment tax return and claim a refund, which is usually payable to the
employer, as they funded the extra tax.

While there have always been pockets of people in Joe’s situation along the
land border, the number of these individuals has grown exponentially since
the COVID-19 pandemic, due to the increase in remote working and working
from home. It is now in the tens of thousands. A lot of it is hidden, as both
employers and employees are afraid of putting their hand up and being
recognised due to a fear of legacy non-compliance issues.
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What are the compliance issues for employers and
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employees?
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1. Payroll tax

As described above, some employers may have had a dual payroll
requirement. It’s not that they didn’t pay payroll taxes—they did. It’s just
that they only paid the payroll taxes in one jurisdiction and didn’t split them
between the two.

2. Corporation tax

Where an employee works from home in the opposite jurisdiction there is a
concern that it could create a corporation tax presence in that jurisdiction
for the employer. That could happen if:

(a) The employee’s home was considered a fixed place of business for
the employer. This is unlikely unless the employer has a right over
the premises in the form of a lease,

or

(b) The employee could be considered a dependent agent of the
employer if they had the authority to sign and conclude contracts
on behalf of the employer. This would depend on the employee’s
seniority and role. Since the multilateral instrument (MLI)
amendments to the DTA in 2019, the definition of a permanent
establishment has been widened. Now, the roles of all employees
operating within the jurisdiction can be consolidated to consider
the broader perspective.
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The Organisation for Economic Cooperation and Development (OECD) is
studying the issue of employment, including creating a permanent
establishment (PE), and is due to report back by the end of 2025.

Some countries have entered into bilateral arrangements where a days-of-
duty threshold was introduced, and until it was breached, no PE was deemed
to exist. Perhaps this is a route the OECD will take.

3. Income tax self-assessment for the employee

Where an employee earns ‘foreign income’, that is, employment income in
the opposite jurisdiction, they have a self-assessment obligation to file an
income tax return and report the foreign income. They are allowed a DTA
credit for the taxes (or taxes and Universal Social Charge in the case of IE)
suffered on the same income in the other jurisdiction. Then they must pay
any additional taxes, if applicable.

In the example above, Joe would have an annual self-assessment obligation
in IE to file an income tax return, as he is a resident in IE and has foreign
income from ABC Ltd. Even though the foreign income is all dealt with
through payroll, he is not considered a PAYE worker but a chargeable person
subject to self-assessment in Ireland.

Danny would not have a self-assessment obligation in NI provided his only
income is from ABC Ltd and it is all dealt with through payroll. That is because
Danny is a resident in the same jurisdiction as the employer ABC Ltd, so he
is treated fully as a PAYE worker.

4. Availability of transborder workers’ relief in IE for employees
Transborder workers’ relief is available to those workers resident in Ireland
who commute daily or weekly to another treaty country to work.

To qualify for this relief, the worker must:

e Be ataxresidentin IE;

e work in a country with which Ireland has a double taxation
agreement with (for example UK/NI);

e have paid tax in the other country and are not due a refund of the
tax; and

e Dbe present in Ireland for at least one day for every week you work
abroad.
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The employment must be held for a continuous period of 13 weeks in the
year.

You cannot claim this relief if you or your spouse or civil partner are
proprietary directors of the company you work for abroad.

Example 4

If Joe continues to commute to work at ABC Ltd in Dungannon each day, does
not undertake any projects for ABC Ltd in IE, and does not work from home
in IE, then he can claim transborder worker relief when he files his self-
assessment return in |E.

The relief is calculated as follows:
‘specified amount’ is calculated as follows:

Total Irish tax due X income*

Total income
*other than foreign employment income

So, provided Joe has no other sources of income and is not jointly assessed
with his spouse or civil partner in IE, then full relief should be available. That
means he would have to pay no further tax on his Nl employment income in
IE when he files his tax return.

However, if he works on projects in IE or works from home in IE, then no
transborder workers relief is available. He can claim a double taxation treaty
credit for the NI tax suffered through the payroll on his income. Any
difference in taxes calculated at IE rates and bands is payable to the revenue
commissioners.

Other impacts for Joe and Danny

Social security
There are also competent state rules which can be impacted when the duties
are split between two jurisdictions.

Broadly speaking, a worker who commutes across the border every day
would pay social insurance contributions in their jurisdiction of employment,
which is deemed the ‘competent state’ due to their work duties being carried
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out there. However, if they work from home for more than 25% of their time,
competency can switch back to their jurisdiction of residence, and the switch
is not limited to those working from home. For example, before any worker
carries out duties across the border, such as a cross-border delivery driver,
they could find themselves in a similar position.

The UK-Ireland bilateral convention on social security currently follows the
EU regulations on the 25% rule.

(1) A person who normally pursues an activity as an employed
person in both parties should be subject to the legislation of the
party in which they reside if they pursue a substantial part

Article 11 of the Convention

Due to changing work patterns and the rise of remote work, some countries
have agreed to increase their work-from-home threshold from 25% upwards
to 40%. The EU responded by introducing an opt-in framework, which came
into force in July 2023, that can further extend the time spent working in the
home jurisdiction to almost 50%. So far, 22 countries have signed up to the
framework. Most recently, in May 2024, the agreement increased the
threshold to 40%, which took effect on 1% June 2024. The UK-NI stated that
it does not intend to opt into the framework, and its threshold will remain
at 25%.

Example 5

In Danny’s case, as he is a resident in NI and his employer is based in
Dungannon, his social security contributions and access to benefits should
remain relatively unscathed. He pays national insurance and claims benefits
from NI.

This would only change if he moved to work in IE on a full-time basis, with
less than 25% of his duties carried out in NI. Then his competent state could
change to IE, as that is where his employment duties are substantially carried
out.

For Joe, the change of competent state comes a lot earlier. As an IE resident,
if his duties of employment exceed 40% in IE, then his competent state
switches to IE. This means that he must pay PRSI on his total income—both
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the NI portion and the IE portion of his salary. No national insurance should
be paid on his NI salary.

This can impact access to benefits as well as future state pension.

Pension
Pension tax relief is not available to all cross-border workers.

Typically, employees receive tax relief on pension contributions through their
payroll. As a cross-border worker, they also have a self-assessment tax return
filing obligation in their country of residence. However, for cross-border
workers, there are only limited circumstances where an individual can get
tax relief on their pension contributions.

These include:

(1) An employee with the same or a connected employer, and they
continue to contribute to the same scheme that they contributed
to before the posting. This relief is found in Article 17A of the DTA
Ireland-United Kingdom.

or

(2) The employee changes residency to the other side of the border
and continues to contribute to the same scheme that they
contributed to before the change of residency. This relief can be
found in migrant member relief in domestic legislation in both
jurisdictions. This legislation is contained in sections 787M-787N of
the Taxes Consolidation Act 1997 (IE) and Schedule 33 of the
Finance Act 2004 (NI).

or

(3) For Nl only
An individual can get tax relief on their pension contribution under
Paragraph 51 Schedule 36 Finance Act 2004 (UK). Where
contributions to overseas schemes were paid by the individual and
relieved in the tax year 2005 to 2006, both individuals and
employers may continue to claim tax relief on contributions made
to the same or, in some cases, replacement overseas pension
schemes if certain conditions are met. This arises when there has
been a block transfer from the overseas pension scheme to which
the individual contributed in the 2005-2006 year due to a company
takeover or reorganisation.
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All three of the above reliefs apply in very specific circumstances.

However, many cross-border workers cannot claim any relief, as there is no
specific piece of legislation that allows an individual to claim tax relief on
their contributions when they reside in one jurisdiction and their
employment and pension are in another. This lack of specific legislation
applies in both directions, from NI to IE and from IE to NI.

The tax relief on contributions and the tax-free lump sum drawdown are a
large part of what makes a pension an attractive investment. The lack of tax
relief makes pensions a poor investment for cross-border workers.

Example 6

In Joe’s case, his main employment is with ABC Ltd in NI. If he has a pension
through his employment, then he would usually receive tax relief through
the payroll in NI.

However, when he goes to file a self-assessment return with the Irish
Revenue, the equivalent relief is not available. So his tax liability in IE is based
on his gross salary before pension contribution. This is due to the
unavailability of relief because he lives in IE but works for an employer in NI
and contributes to a NI pension.

This lack of relief affects both directions; those moving to roles in IE from NI
are also impacted.

This lack of relief for pension contributions has come as a surprise to many
high-earning employees, such as doctors taking up Sldintecare contracts in
Ireland, who have relocated to Ireland, where they are generally better paid.
Before taking on the role, they were, in many cases, unaware that they
couldn’t top up their pensions or make additional voluntary contributions in
IE without incurring a tax liability to HMRC.

Mortgage applications

Cross-border workers are experiencing difficulties with mortgage and loan
applications when they are on a dual payroll and their income is split across
the border. The lender often won’t take into account the other portion of
their income.

Income protection insurance

Similarly, with income protection insurance, cross-border workers on a dual
payroll can encounter difficulties in insuring their total income in the event
of an injury or accident.
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Government workers
Article 18 of the DTA Ireland-United Kingdom deals with government service
workers.

This Article affords relief to those in government service—local authority and
educational establishment workers, so that they will only be taxed in the
country of payment.

However, they may only be in the country of residency if:

e The services are rendered in the country of residency; and
e They are a national of the country of residency;
or

e They did not become a resident of the country of residency solely
for the purpose of rendering the services.

Article 18 of the DTA Ireland-United Kingdom

Article 18 — Government service

18(1) (a) Salaries, wages and other similar remuneration, other
than a pension, paid by a Contracting State or a
political subdivision or a local authority thereof to an
individual in respect of services rendered to that State
or subdivision or authority, in the discharge of
functions of a governmental nature, shall be taxable
only in that State.

(b) However, such salaries, wages and other similar
remuneration shall be taxable only in the other
Contracting State if the services are rendered in that
State and the individual is a resident of that State who:

(i) is a national of that State; or
(ii) did not become a resident of that State solely for
the purpose of rendering the services.

18(2) (a) Any pension paid by, or out of funds created by, a
Contracting State or a political subdivision or a local
authority thereof to an individual in respect of services
rendered to that State or subdivision or authority, in
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the discharge of functions of a governmental nature,
shall be taxable only in that State.

(b) However, such pension shall be taxable only in the
other Contracting State if the individual is a resident of,
and a national of, that State.

18(3) Paragraphs (1) and (2) of this Article shall respectively apply
to salaries, wages and other similar remuneration of an
individual employed in an educational institution and to any
pension in respect of such employment of an individual
formerly so employed, paid directly by, or wholly or mainly
from funds provided by, a Contracting State or a political
subdivision or a local authority thereof in the same way that
they respectively apply to salaries, wages and other similar
remuneration and to any pension, paid to an individual in
respect of services rendered to that State or subdivision or
authority, in the discharge of functions of a governmental
nature.

18(4) The provisions of Articles 15, 16 and 17 shall apply to
salaries, wages and other similar remuneration, and to
pensions, in respect of services rendered in connection with
a business carried on by a Contracting State or a political
subdivision or a local authority thereof.

This means that if a government service employee who normally commutes
cross-border to work decides to work from home on the opposite side of the
border from where the employer is based. If they are a national of their
country of residence, then the full amount of the salary should be taxed in
that country. No dual payroll for them!

In the authors’ experience, government service workers are given little to no
guidance on the subject and, at most, are told not to work from home, but
in many cases, a blind eye is turned.

Example 7

If Joe is considering a job offer from Newry, Mourne, and Down District
Council, he would need to know the tax implications. If he commutes to work
every day to NI and does not perform any duties in IE, then he is taxed fully
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through the payroll in NI. He won’t have a self-assessment obligation in the
UK unless he has other sources of income.

However, if he works from home in IE and is a national of IE, then a payroll
should be set up for him in IE. If he is a full PAYE worker in Ireland, then he
shouldn’t have a self-assessment obligation in Ireland unless he has other
income.

As a government service employee, it’s all taxed on one side of the border
or the other. That simplifies it a lot.

All of the examples above could be modified to make ABC Ltd an IE-based
employer. The results for Danny and Joe would be reversed almost identically,
with Danny being in a worse position than Joe, and he would then be a
resident on the opposite side of the border from the employer.

So where do we go from here?

This is a bilateral problem—both jurisdictions need to make changes if the
issues arising for Joe in all the above examples can be reduced or eliminated.

Imagine being able to make one change that would have a domino effect,
eliminating other issues at the same time.

Well, that can be achieved.

If we can reduce the incidence of dual payrolls being required, it could
eliminate complexities around mortgage applications and income protection
insurance. And by aligning the changes to the threshold for dual payroll with
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Foreign
Employer
Registration

fora Competent state, this
could eliminate social
' Em oyer
» -al Payroll
« BE
Y Emriuyee
v urtgage,
. come
. Prou ~tion

security issues.

Employee
Transborder
Workers Relief

Emr’ Lyee
So. il Security
«Hee *hcare

The Journal of Cross Border Studies in Ireland 2025 | 42




How do we do that?

In the author’s opinion, the following is one possible roadmap that could be
used. I'm sure it’s not the only one, but we have to start somewhere.

First, we need to define the cohort of workers and employers that we are
trying to simplify for. We need to introduce a definition of frontier workers
and frontier employers into legislation in both jurisdictions. How do you
define these? In the author’s opinion, we could start with something like the
following:

1. Amend the Republic of Ireland legislation for foreign employers

1.1  Include the following definition in S983 Taxes Consolidation Act
1997:

Frontier worker: a worker who resides in the Republic of Ireland
and is employed by a frontier employer based in Northern Ireland
and carries out duties of the employment in either the Republic
of Ireland or Northern Ireland, or both.

Frontier employer: In the context of the Republic of Ireland, an
employer located in Northern Ireland that employs employees
who are resident in the Republic of Ireland but carry out duties
of the employment in either the Republic of Ireland or Northern
Ireland, or both.

1.2 Once you've defined it, then insert the provision (Section 3A after
S985D (3) of TCA 1997) that should apply to the defined cohort of
frontier workers and employers:

(3A) Where the appropriate person making the application under
(3) above is:
(a) a frontier employer as defined in section 983, and
(b) the employee is a frontier worker as defined in section
983 who is a resident of the state, and
(c) the proportion of duties carried out in the state is less
than 40% of the total duties of the employment
(d) then the officer shall, on an application made by the
appropriate person, give a direction under subsection (3)
above that no proportion of the income of the employee
shall be treated for the purposes of this chapter and
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regulations made under this Chapter as a payment of
emoluments of the employee.

1.3 Amend revenue guidance for S985E TCA 1997 and add a section
3.4.3A to the Tax and Duty Manual 42-04-65:

Where the non-Irish employment is held by a frontier worker with
a frontier employer as defined in S983 TCA 1997, and the duties
of the employment carried out in the state amount to less than
40% of the total duties of employment, then no deduction of
taxes will be required on the proportion of the income
attributable to duties carried out in the state.

This measure is designed to align the taxation rules with the social
security rules for frontier workers.

Where the proportion of duties carried out in the state increases to
40% or more, then the income attributable to the proportion of the
duties carried out in the state will be subject to payroll deduction.

2. Amend the Northern Ireland legislation for foreign employers

The current position:

If the Republic of Ireland employer If the Republic of Ireland
has a tax presence in the UK employer does not have
a tax presence in the UK

Payroll Registration is usually required, Then, the direct collection
subject to Appendix 4 STBVA reliefs procedures are applied.

Appendix 4 and 8 reliefs only apply to S142 Income Tax (PAYE)
non-UK resident employees. Regulations 2003

Northern Ireland residents cannot meet
one of the criteria:

Expected to stay in the UK for 183 days
or less in any twelve-month period

as they are resident in Northern Ireland.
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2.1  New appendix arrangement for frontier employers and workers
Include the following definitions:

Frontier worker: a worker who resides in Northern Ireland and is
employed by a frontier employer based in the Republic of Ireland
and carries out duties of the employment in either the Republic
of Ireland or Northern Ireland, or both.

Frontier employer: In the context of Northern Ireland, an
employer located in the Republic of Ireland, who employs
employees who are resident in Northern Ireland but carry out
duties of the employment in the Republic of Ireland or Northern
Ireland, or both.

2.2 If the Republic of Ireland employer has a tax presence in the UK

A frontier employer who employs a frontier worker who is a Northern
Ireland resident under a Republic of Ireland contract of employment
can apply for relief from operating a payroll and deduction of taxes in
Northern Ireland.

The conditions are:
(1) The frontier worker is resident in Northern Ireland;

(2) Is employed under a Republic of Ireland contract of
employment; and

(3) Carries out some of their work duties in Northern Ireland.

Less than 25% of duties carried out in Northern Ireland

Where a frontier worker holds the Republic of Ireland employment
with a frontier employer and the duties of the employment carried
out in Northern Ireland amount to less than 25% of the total duties of
employment then no deduction of taxes or National Insurance will be
required on the proportion of the income attributable to duties carried
out in Northern Ireland.

This measure is designed to align the taxation rules with the social
security rules for frontier workers.
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25% or more but less than 40% of duties carried out in Northern
Ireland

Where the proportion of duties carried out in Northern Ireland
increases to 25% or more but less than 40%, the competent state for
social security changes from the Republic of Ireland to the UK/NI. The
income attributable to the total duties of employment will be subject
to National Insurance deduction, but not tax deduction. The frontier
employer should set up a National Insurance-only scheme.?

More than 40% of duties carried out in Northern Ireland

Where the proportion of duties carried out in Northern Ireland
increases to 40% or more, then the income attributable to that
proportion of the employment will be subject to Payroll tax deduction.
The full income from the employment will be subject to National
Insurance.

To ease the burden of administration on frontier employers where the
proportion of duties carried out in Northern Ireland fluctuates in a tax
year, an annual PAYE scheme could be set up (similar to HMRC’s
Appendix 8 arrangements). This would allow the frontier employer to
make one RTI payroll submission and payment of taxes by 31 May
following the tax year.

2.3 If the Republic of Ireland employer does not have a tax presence in
the UK

Direct collection procedures are usually applied where the employer
does not have a tax presence in the UK. The employee is required to
set up a direct collection scheme? to collect tax, national insurance,
or both from their foreign employment. Additionally, the employee
would typically be required to file a self-assessment tax return as well.

To ease the burden of administration on a frontier employee, the
procedure set out above for frontier employers with a tax presence in
the UK could also apply to frontier employers without a tax presence
in the UK, in cases where they do not have a tax presence in the UK.

Less than 25% of duties carried out in Northern Ireland
No deduction of tax or national insurance.
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25% or more but less than 40% of duties carried out in Northern
Ireland
National Insurance Only Scheme to be set up by the frontier employer

More than 40% of duties carried out in Northern Ireland

Annual PAYE scheme to be set up by frontier employer with payroll
tax deduction on a proportion of duties carried out in Northern Ireland
and National Insurance deduction on total income from the
employment.

The above-suggested changes could remove hybrid workers who work
more than 40% of their duties from their home jurisdiction from dual
payroll obligations.

This would be a significant win for employers, reducing complexity,
and for employees, allowing hybrid work up to 2 days per 5-day week,
without the knock-on effect of dual payroll and without changes to
the social security competent state.

3. Solving the pension tax relief issue on frontier worker pension
contributions

Under section 787M of the Taxes Consolidation Act 1997 (IE), a migrant
member of an overseas pension scheme:

e who has not been resident in the Republic of Ireland for at least 3
years, and

e then become tax resident in the Republic of Ireland, and

e continues to contribute to the overseas pension scheme
can avail themselves of tax relief on their contributions.

A frontier worker who is a member of an overseas (UK /Northern Ireland)
pension scheme:

e whois resident in the Republic of Ireland, and
e isemployed by a frontier employer, and

e who contributes to the overseas scheme

cannot avail themselves of tax relief on their pension contributions.
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3.1 Amend Article 17 A of the DTA to include a provision for frontier
workers to avail of tax relief on pension contributions.

Include the following definitions:
In the context of a Republic of Ireland resident frontier worker:

Frontier worker: a worker who resides in the Republic of Ireland
and is employed by a frontier employer based in Northern
Ireland and carries out duties of the employment in either the
Republic of Ireland or Northern Ireland, or both.

Frontier employer: in the context of the Republic of Ireland, an
employer located in Northern Ireland, who employs employees
who are resident in the Republic of Ireland but carry out duties
of their employment in either the Republic of Ireland or
Northern Ireland, or both.

In the context of a Northern Ireland resident frontier worker:

Frontier worker: a worker who resides in Northern Ireland and
is employed by a frontier employer based in the Republic of
Ireland and carries out duties of the employment in either the
Republic of Ireland or Northern Ireland, or both.

Frontier employer, in the context of Northern Ireland, refers to
an employer located in the Republic of Ireland that employs
employees who are resident in Northern Ireland but carry out
duties of their employment in either the Republic of Ireland,
Northern Ireland, or both.

Pension contributions made by a Republic of Ireland resident
frontier worker who works for a frontier employer in Northern
Ireland shall be allowed tax relief on the contributions in the
Republic of Ireland and in Northern Ireland.

Pension contributions made by a Northern Ireland resident
frontier worker who works for a frontier employer in the
Republic of Ireland shall be allowed tax relief on the
contributions in both Northern Ireland and the Republic of
Ireland.
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It mightn’t be perfect, but it’s a start to finding a solution to the unholy mess
that has arisen over decades of oversight of a growing cohort of workers.

Endnotes

! HM Revenue & Customs (HMRC) (2014) How an employer operates a National
Insurance only scheme. Available at: https://www.gov.uk/guidance/how-an-employer-
operates-a-national-insurance-only-scheme

2 HM Revenue & Customs (HMRC) (2014) When and how an employee operates PAYE
on their employment income. Available at: https://www.gov.uk/guidance/when-and-how-
an-employee-operates-paye-on-their-employment-income
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