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Taxation of persons
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Taxes in Iceland

• Income taxes

• Value Added Tax (VAT)

• Vehichle tax

• and many other small taxes

• Tekjuskattar

• Virðisaukaskattur (VSK)

• Bifreiðagjald

• og fjöldi ýmissa smáskatta

Skattar á Íslandi
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Subject to Income tax

1. Individuals that are residents

2. Legal entities (companies)

3. Others
1. Employed individuals residing in Iceland

2. Individuals that receive salary from Iceland

3. All that receive payments for service performed 

in Iceland

4. All that operate fixed place of business

5. All that have income from fixed property 

located in Iceland

6. All with income in Iceland from rent, royalties, 

trademarks, rights or knowledge

7. All with income from ownership or rights to 

Icelandic stocks or profits

8. All interest in Iceland

9. Diplomats with local income

1. Heimilisfastir einstaklingar

2. Lögaðilar (fyrirtæki)

3. Aðrir
1. Launamenn hér á landi

2. Einstaklingar sem fá laun frá Íslandi

3. Allir með tekjur af þjónustu hér á landi

4. Allir sem reka fasta starfsstöð

5. Allir sem hafa tekjur af fasteign hér á landi

6. Allir sem hafa hér á landi tekjur af leigu, 

afnotum lausafjár, einkaleyfum og 

þekkingu

7. Allir sem hafa tekjur af eignarhaldi á 

íslenskum hlutabréfum og fyrirtækjum

8. Allir sem hafa vaxtatekjur hér á landi

9. Erindrekar erlendra stjórnvalda vegna 

innlendra tekna

Tekjuskattsskylda
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Taxes withheld at 
source

• Most income is taxed at 

source (when it is paid)

 Salary

 Unemployment benefits

 Social benefits (from

Tryggingastofnun ríkisins)

 Payments from pension funds

• Flestar tekjur eru skattlagðar 

þegar greiðsla fer fram 

(staðgreiðsla skatta)

 Laun

 Atvinnuleysisbætur

 Greiðslur Tryggingastofnunar

 Greiðslur lífeyrissjóða

Staðgreiðsla skatta
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Salary slip

• The Salary slip is a 

necessary receipt

 It states salary amount, 

payment into pension fund, 

union fees, taxes withheld and 

usage of the personal tax 

discount

• If the employer does not 

forward withheld taxes to 

tax collection then the 

salary slip is a receipt of 

payment of taxes at source

• Launaseðillinn er 

nauðsynleg kvittun

 Launafjárhæð, iðgjald í 

lífeyrissjóð, stéttarfélagsgjald, 

reiknuð staðgreiðsla, 

persónuafsláttur

• Standi launagreiðandi ekki í 

skilum gildir launaseðill sem 

kvittun fyrir greiddri 

staðgreiðslu

Launaseðill
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Salary slip Launaseðill
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Income taxes

• State income tax

 22,50% for income up to 

927.087 kr.

 31,80% for income over 

927.087 kr.

• Municipal (City) income tax

 From 12,44% to 14,52% based 

on municipality of residence

 Average for withholding at 

source is 14,44%

• Total for withholding

 36,94% or 46,24%

• Tekjuskattur til ríkis

 22,50% fyrir tekjur að 

927.087 kr.

 31,80% fyrir tekjur yfir 

927.087 kr.

• Útsvar til sveitarfélags

 Frá 12,44% til 14,52% eftir 

lögheimilissveitarfélagi

 Meðaltals fyrir staðgreiðslu er 

14,44%

• Samtals fyrir staðgreiðslu

 36,94% eða 46,24%

Tekjuskattar
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Personal tax 
discount

• Individuals 16 years old and 

older use the personal tax

discount

• The monthly discount is 

56.447 kr. in 2019

Untaxed income =
Personal tax discount

Income tax percentage

kr. 56.447
36,94%

= kr. 152.805

• Calculator on rsk.is
 https://www.rsk.is/einstaklingar/reiknivelar/reiknivel-stadgreidslu/

• Einstaklingar 16 ára og eldri 

nota persónuafslátt

• Mánaðarlegur 

persónuafsláttur er 

56.447 kr. á árinu 2019

Skattleysismörk=
Persónuafsláttur

Skatthlutfall

kr. 56.447
36,94%

= kr. 152.805

• Reiknivél á rsk.is
 https://www.rsk.is/einstaklingar/reiknivelar/reiknivel-stadgreidslu/

Persónuafsláttur

https://www.rsk.is/einstaklingar/reiknivelar/reiknivel-stadgreidslu/
https://www.rsk.is/einstaklingar/reiknivelar/reiknivel-stadgreidslu/
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Using the personal
tax discount

• www.skattur.is

Notkun
persónuafsláttar

Phone
number for 

electronic ID

RSK password

New password
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New/lost password

• www.skattur.is

Nýr eða týndur veflykill

2 Insert ID 
number

1 Chose web
bank or 

regular mail

3 Click to
submit
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Tax discount overview

Copy of tax return form

Tax assessment

Request correction
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Get PDF of usage of tax discount
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Income tax report

• Residents and others 

subject to income tax must 

submit a tax report yearly

• Deadline is usually in the 

first week of March

• Filing online is preferred

 Paper filing on RSK 1.13 is 

accepted for most employees

• Income is estimated for 

those who don’t report

• Heimilisfastir og aðrir sem 

bera skattskyldu skulu skila 

skattframtali árlega

• Skilafrestur er yfirleitt í 

fyrstu viku mars

• Rafræn skil eru æskileg

 Pappírsskil á RSK 1.13 eru þó í 

lagi fyrir flesta launamenn

• Tekjur eru áætlaðar hjá þeim 

sem skila ekki framtali

Skattframtal
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Don‘t 
forget to
submit
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Tax obligation abroad 
and foreign income

• Those with citizenship 

abroad must report their 

income in country of 

citizenship, if required by 

local law

• Income earned abroad, 

while residing in Iceland, 

must be reported on the 

Icelandic tax report

 Tax exceptions in Iceland if 

stated in convention to avoid 

double taxation

• Aðilar með erlendan 

ríkisborgararétt skulu 

tilgreina tekjur sínar í því ríki 

ef kveðið er á um slíkt í 

lögum þess ríkis

• Tekna aflað erlendis, á 

meðan heimilisfesti varir á 

Íslandi, ber að tilgreina á 

íslenska skattframtalinu

 Skattlagning er gefin eftir á 

Íslandi ef mælt er um slíkt í 

tvísköttunarsamningi

Framtalsskylda erlendis 
og erlendar tekjur
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Vacation abroad

• Residential individuals that 

go abroad for a limited time 

and do not have income 

from work while abroad, can 

use their unused personal 

tax discount when they start 

working again in Iceland

• Personal tax discount does 

not roll over between years

• Heimilisfastir einstaklingar 

sem fara erlendis um 

stundarsakir og afla ekki 

tekna á meðan geta notað 

ónotaðan persónuafslátt 

þegar þeir hefja störf að 

nýju á Íslandi

• Persónuafsláttur færist þó

ekki milli ára

Orlof erlendis
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Tax assessment

• After receiving and 

reviewing the tax reports 

the tax assessment is 

published

 Usually published on the last 

day of May

• The tax assessment will 

include some smaller taxes

 Building fund for elderly

 State Television tax

 Unpaid older taxes

 Traffic fines

• Álagning gjalda er birt að 

lokinni móttöku og yfirferð 

skattframtala

 Yfirleitt birt síðasta virka dag 

í maí 

• Niðurstaða álagningar 

inniheldur ýmis önnur gjöld

 Gjald í Framkvæmdasjóð aldraðra

 Gjald til Ríkisútvarpsins

 Ógreidd eldri gjöld

 Lögreglustjórasektir

Álagning
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Benefits

• Children's benefits

 Prepaiments 1 February and 

1 May

 Final amount calculated at tax 

assessment

 Full amount minus 

prepayments is paid in 2 

installments, 1 June and 

1 October

• Interest on home loan 

benefits

 Paid 1 June

• Barnabætur

 Fyrirframgreiðslur 1. febrúar 

og 1. maí

 Lokafjárhæð reiknuð við 

álagningu gjalda

 Heildarfjárhæð að 

frádregnum fyrirfram-

greiðslum greidd í 2 hlutum, 

1. júní og 1. október

• Vaxtabætur

 Greiddar 1. júní

Bætur
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Child in EEA

• Individuals residing in 

Iceland and have a child 

residing in the EEA are in 

certain situations entitled to 

child benefits in Iceland

 Child must be a dependant of 

the applicant

 Information from tax and child 

benefit authorities in the other 

country must be provided

• Apply on RSK 3.20

• Einstaklingar búsettir á 

Íslandi og eiga barn búsett í 

EES eiga við tilteknar 

aðstæður rétt til barnabóta 

á Íslandi

 Barnið verður að vera á 

framfæri umsækjanda

 Upplýsingar frá skatt- og 

barnabótayfirvöldum í hinu 

ríkinu þurfa að fylgja umsókn

• Nota RSK 3.20

Barn í EES
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Leaving Iceland

• Submit tax report on paper 

before you leave

 Or submit a report 

electronically in March the 

following year

• The RSK 1.13 paper form is 

available in PDF format in 

English, Polish, Russian and 

Spanish
 https://www.rsk.is/english/forms/

• Skila skattframtali á pappír 

fyrir brottför

 Eða skila rafrænt í mars á 

næsta ári

• Eyðublaðið RSK 1.13 er til á 

PDF formi á ensku, pólsku, 

rússnesku og spænsku
 https://www.rsk.is/english/forms/

Flutningur úr landi

https://www.rsk.is/english/forms/
https://www.rsk.is/english/forms/
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Click to open in 
PDF format
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Retirement

• Payments from pension 

funds are taxable in Iceland 

according to local law

• Taxation is lowered or 

cancelled if so stated in 

applicable convention to 

avoid double taxation

• The personal tax discount is 

applied for pensioners living 

abroad 

• Greiðslur úr lífeyrissjóðum

eru skattskyldar á Íslandi í 

samræmi við tekjuskattslög

• Skattlagning er lækkuð eða 

felld niður ef mælt er fyrir 

um slíkt í samningi til að 

koma í veg fyrir tvísköttun

• Persónuafslátturinn er 

notaður hjá erlendis 

búsettum lífeyrisþegum

Starfslok
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Personal Business

• Taking on personal business 

as a contractor requires:

 Knowledge of bookkeeping

 Actually doing the 

bookkeeping or hiring 

someone to keep records

 Filing accounts immediately 

and accurately

• Working as a contractor 

requires basic knowledge of 

business and accounting

• Þeir sem vinna sem 

verktakar verða að:

 Kunna að færa bókhald

 Færa bókhald

 Færa bókhald jafnóðum og 

skilmerkilega

• Í verktakavinna er innifalið 

að kunna grundvallaratriði í 

rekstri og bókhaldi

Sjálfstæð starfsemi



Slide 26

Professionalism
Positivity

Cooperation

Undocumented work

• Is a serious violation of tax 

law

• Can be punished, fines or 

imprisonment

• No rights

 Injury at work

 Unemployment benefits

 Parental leave payments

 Pension

 Social benefits

• Er alvarlegt brot á lögum 

um tekjuskatt

• Getur varðað refsingu m.a. 

sektir eða fangelsi

• Engin réttindi

 Vinnuslys

 Atvinnuleysisbætur

 Fæðingarorlof

 Lífeyrir

 Bætur almannatrygginga

Svört vinna
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Value added tax

• Added to price of goods 

and service at time of sale

 Regular rate is 24%

 Food and some items 11%

• Example:

 Price before 24% VAT is 1.000

 VAT is (1.000 × 24%) = 240

 Total price is 1.240

• Reverse calculation:

• Bætt við verð vöru og 

þjónustu við sölu

 Almennt þrep er 14%

 Matur og ýmislegt annað 11%

• Dæmi:

 Verð fyrir 24% VSK er 1.000 

 VSK er (1.000 × 24%) = 240

 Heildarverð er 1.240

• Afreikniformúlan:

Virðisaukaskattur

100%−
100%

100%+24%
=19,35%
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Vehicle tax

• Due 1 January and 1 July

• Based on CO₂ release

• Does not matter if car is not 

used

 License plates can be put in 

storage at examination 

stations and this cancels 

Vehicle tax and insurance

• Handicapped and parents of 

handicapped children are 

exempt for one car

• Álagning 1. janúar og 1. júlí

• Byggt á CO₂ losun

• Skiptir ekki þó bifreið sé 

ekki í notkun

 Hægt að leggja inn númer hjá 

skoðunarstöðvum og falla þá 

bifreiðagjald og iðgjöld 

trygginga niður

• Viðtakendur örorkubóta og 

foreldrar fatlaðra barna fá 

fellt niður af einni bifreið

Bifreiðagjald
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show are not a binding 

opinion of the Icelandic tax 

administration

• Tax decisions are based on 

applicable laws and 

regulations

• Upplýsingar í þessum 

glærum eru ekki vera 

bindandi álit ríkisskattstjóra

• Ákvarðanir skattyfirvalda 

byggja á gildandi lögum og 

reglum


