Norwegian taxation of individuals and goods upon cross
border mobility
Attorney Ann Johnsen, Advokatfirmaet Hjort DA
The main objective of the Norwegian taxation rules is to raise revenue
to the Norwegian public sector. One of many underlying aims of the
rules is to avoid double taxation and non-taxation in cross border
situations. The relatively high tax level in Norway creates certain tax
incentives, thus the legislation also has to secure the Norwegian tax
base. This consideration may lead to double taxation, e.g. on imported
motor vehicles, see item B.2.1.2.2. On the other hand, the legislation
creates obvious situations of non-taxation, e.g. the opportunity to tax
free import, see item B.2.1.2.1. In certain situations migrant workers may
get advantages compared to sedentary workers, see item A.1.2.2.

A

TAXATION OF INDIVIDUALS

A.1

Income taxes

A.1.1

Tax liability

A.1.1.1
Under which conditions are non-resident workers liable to
tax?
A.1.1.1.1
Domestic law
According to the Tax Act1 Section 2-3 (1) (d) a person staying temporary
in Norway working as an employee is liable to tax to Norway on
remuneration which derives from sources here. In this context, there is
a Norwegian source if the labour is performed for an employer who is
liable to tax to Norway.
Non-resident employees who are placed at the disposal of others to
carry out work in Norway (hiring in of labour) are liable to tax on
income from such work, cf. Section 2-3 (2) of the Tax Act.
The Norwegian continental shelf is not considered a part of Norway
according to the Tax Act. There the Petroleum Tax Act2 applies and
includes income from labour performed in connection with the
exploration or exploitation of the seabed or subsoil or their natural
resources.

A.1.1.1.2
Specific topics arising from Community law/the Nordic tax
treaty
Norway has been the initiator among the Nordic countries regarding
taxation of hired out labour3. The Norwegian point of view is that the
183-days rule described in item A.1.1.2.1 does not apply in such
situations, irrespective of whether the individual case can be describes
as abusive or not, cf. Norway’s reservation to article 15 of the OECD
model tax convention.
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A.1.1.2

Under which conditions do migrant workers become tax
residents – a brief description
A.1.1.2.1
Domestic law
As of the income year 2004, an immigrant worker becomes a tax resident
of Norway if he/she has been present in Norway for one or more periods
exceeding in the aggregate 183 days during a 12-month period, cf. the
Tax Act Section 2-1 (2) (a). The same applies for a person who has been
present in Norway for one or more periods exceeding in the aggregate
270 days during a 36-month period, cf. Section 2-1 (2) (b).
The aim of the new rules was to draw up criteria that are more precise
for tax residency than the former rules. Thus the tax liability has
become more predictable, but less flexible.

A.1.1.2.2
Specific topics arising from Community law/the Nordic tax
treaty
According to the earlier bilateral tax treaties between Norway and
Denmark and Norway and Sweden, migrant workers were not deemed
residents of the immigrant country for stays of shorter duration than
12 and 10 months respectively4.
In a case raised by a Norwegian residing in Sweden, the Parliamentary
ombudsman has concluded that he will not look into the substance of
complaints against Norwegian tax authorities’ denial of deeming the
taxpayer to be resident of another state according to the tax treaty, if
the taxpayer’s documentation does show that he has acted as a tax
resident in the other state by reporting income which is taxable for
residents there, cf. Utv. 2005 page 856.
A.1.1.3
Under which conditions does tax residency cease to exist – a
brief description
A.1.1.3.1
Domestic law
As of the income year 2004, tax residency in Norway ceases to exist when
a person substantiates that she/he
- has moved abroad permanently,
- has not stayed in Norway for one or more periods exceeding in the
aggregate 61 days during the income year, and
- neither she/he nor any closely related person has a home in
Norway at their disposal, cf. the Tax Act Section 2-1 (3) (a).
The residence in Norway ceases when all the conditions are fulfilled.
However, if the person has been a resident of Norway for at least ten
years, the two latter conditions must be fulfilled also the three income
years following the income year in which the person moved abroad
permanently, cf. Section 2-1 (3) (b). The tax residency in Norway will
then cease for the next income year and on.
The Tax Act Section 2-1 (4) to (6) defines the terms “closely related
person”, “home” and “home at disposal”, the latter including any
ownership of a home.

A.1.1.3.2
treaty
4
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The application of the criteria of Article 4, Paragraph 2 of the Nordic
tax treaty for where a dual resident is to be deemed to be a resident
have gained importance due to the abovementioned rule in the Tax Act
Section 2-1 (3)-(6). A Supreme Court decision 24 April 2008 (Sølvik)
regarding the tax treaty with the United States, which the taxpayer won,
has lead to new guidelines from the Tax Directorate regarding the
criterion “permanent home available”. The guidelines imply that a
taxpayer who rents out his home to an independent third party during a
stay abroad that lasts 2 ½ years, does not have a permanent home
available to him in Norway during the stay.
A.1.2

Taxation

A.1.2.1
What are the general tax rates on employment income – a
brief description
Norway has a dual income tax system under which there is a net and a
gross tax base, referred to as general and personal income
respectively. Income from employment falls within both tax bases. The
tax rate on the general income is 28 percent, cf. Parliamentary Decision
on Tax for the Income Year 2009 Sections 3-2 and 3-8. The personal
income is subject to 9 percent tax on income above 441 000 NOK and 12
percent on income above 716 600 NOK, cf. Section 3-1 (1).
A.1.2.2
Which rules apply specifically for workers migrating to
your country?
It is a general condition for deductions in the general income that the
relevant expense is related to income taxable in Norway, cf. the Tax Act
Section 6-1 (1) and Section 6-3 (5).
In addition come the personal deduction (“personfradrag”) and other
deductions which are not income related (basic allowance in wages,
deduction for exceptionally large expenses related to illness,
deduction for child care, deduction for young peoples saving for a
home, deduction for contributions to charities and the deduction for
interest expenses), cf. the Tax Act Sections 15-4, 6-30 et seq, 6-83 et seq,
6-48, 16-10, 6-50 and 6-40 respectively. These are all available to
persons being residents of Norway. The personal deduction and the
basic allowance in wages are also available to non-residents, cf. the Tax
Act Section 15-4 (7) (b) last sentence and 6-32 (4) third sentence.
Residents who own property or enterprises which are exempt from
taxation in Norway according to tax treaty, get their interest deduction
reduced proportional to how much of the total fortune of the taxpayer
the exempt property or enterprise amounts to. For non-residents
interest expenses are only deductable if they are related to income
taxable in Norway, cf. the Tax Act Section 6-40 (4) and 4-31 (5). Except
for the deductions for young peoples’ saving for a home, cf. Utv. 1977
page 445, the rest of the mentioned deductions and allowances are
reduced according to how much of the income year the residency/stay
has lasted, cf. the Tax Act Sections 15-4 (8), 6-32 (4), 6-85 and 6-92 . The
same principles apply for non-residents and for persons who have been
resident part of the year regarding the thresholds mentioned in item
A.1.2.1 for tax on personal income, cf. the Parliamentary Decision on Tax
for the Income Year 2009 Section 3-1 (3).
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As of the income year 2006 and as of the income year 2009 regarding
interest deductions, the Tax Act Section 6-71 gives residents of the
other EEA member states right to the same basic allowances and
deductions as residents of Norway if all or almost all their income is
taxable in Norway.
The Taxation Act has few provisions on deductions available for nonresidents or other immigrant workers only. The only example is the
standard deduction for foreign workers in the Tax Act Section 6-70. The
provision gives taxpayers the opportunity to choose between a standard
deduction and the regular deductions. This optional deduction applies
for the two first income years for taxpayers who establishes tax
residency to Norway and for taxpayers with limited tax liability to
Norway according to Tax Act Section 2-3 (1) (d) and (2), cf. item A.1.1.1.1.
The standard deduction is 10 percent of the basis of calculation of the
basic allowances in wages, limited to NOK 40,000. The standard
deduction does not replace all other deductions, e.g. not the basic
allowances in wages or deduction for trade union dues.
There are no special tax rates or tax regimes for workers migrating to
Norway.
As described above the Norwegian income tax system formally is very
neutral for foreign workers, neither discriminating them nor giving
them privileges to attract them. Nevertheless, behind the formal
neutrality lies an advantage for persons becoming residents according
to the Tax Act, but remaining residents of the country of origin
according to the tax treaty. They get the full basic allowances and
deductions of the Norwegian tax system and can thus obtain an income
from Norway that is not insignificant without paying tax here. Combined
with the use of exemption methods for wages in the country of residence
according to the Nordic tax treaty, this tax exemption becomes final.
There have been several amendments done in national law based on
Community law, the Tax Act Section 6-71 being one of them. The other
most relevant in this context is the Tax Act Section 6-13 (3), cf. the Tax
Regulation5 Section 6-13-10, which give persons who, due to their
employment, have to live outside their home in another EEA Member
State, a right to deduct expenses in connection with staying away from
home.
Other amendments are not directly related to employment income, but
are of relevance to migrant workers, and establish more equal
treatment of cross border and domestic pension savings, young people’s
saving for a home, dividends and lottery winnings. In its letter of
formal notice of 19 December 2003, ESA concluded preliminary that the
rules regarding contributions to charities, which are restricted to
domestic charities, are in contravention to article 28 and 40 of the EEA
Agreement. The letter has neither been followed up on the Norwegian
side by amendments to the rules within the three-month’s limit set by
ESA, nor on ESA’s side by letter of formal notice or closure of the
case.
A.1.2.3
5

Which rules apply to workers migrating from your country?
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A.1.2.3.1
Rules for the avoidance of double taxation
The Tax Act uses the credit method for the avoidance of double taxation,
cf. Sections 16-20 to 16-28. The method implies that for income which is
taxed both in Norway and abroad, a deduction (credit) is granted in
assessed Norwegian tax for finally assessed and paid tax on foreign
income (limited upwards to the Norwegian tax on the foreign income).
Almost all Norwegian tax treaties since 1992 use the credit method. The
use of the alternative exemption method for wages in the fifth
paragraph litra c of article 25 in the Nordic tax treaty of 1996 is thus
an exception. According to this method, Norway includes the income
abroad in the tax basis but the tax on the overall income is reduced by
that part of the tax that is tax on the income covered by the alternative
exemption method.
Although the Nordic tax treaty is an anomaly among the Norwegian tax
treaties after 1992, the result is much in line with domestic law. This is
because the alternative exemption method is also used according to
domestic law on persons who are tax residents of Norway, but work
abroad for a period that lasts for at least 12 months. They can demand a
reduction in tax according to the alternative exemption method on wage
earnings from abroad (the one-year rule), cf. Tax Act Section 2-1 (10)
(a). For the rule to apply the main rule is that the person’s stays in
Norway must be limited to an average of six days a month. There is no
requirement that the income is taxed abroad, but a reduction in tax is
not granted when Norway, pursuant to a tax treaty or other agreement
in international law, has an exclusive right to tax the income, cf.
Section 2-1 (10) (c).

A.1.2.3.2
Exit taxes
When a person is moving from Norway, the cease of tax residency does
not itself result in liability to pay income tax. However while the main
rule is that income from employment is taxed the year it is paid to the
employee, cf. Tax Act Section 14-3 (1), earned remuneration in Norway
will be taxed at the time the person is moving even if the remuneration
has not yet been paid out, cf. Section 14-3 (3) (b).
For personal taxpayers, new rules apply from 2007 concerning the
taxation of latent share gains etc. on moving from Norway. A person who
ceases to be tax resident in Norway is liable to tax on the increase in
value of shares etc. up until the date she or he moves from Norway, cf.
Tax Act Section 10-70 (1). The amount subject to tax is the gain that
would have been liable to tax if the shares etc. had been sold the day
before the cessation of general tax liability. The tax liability also
apply to the transfer of shares etc. to a spouse who is tax resident
abroad.
The aim of the tax liability of latent share gains etc. is to secure a
neutral taxation of the increase in value that has taken place while the
taxpayer has been resident in Norway. Such a taxation will neutralize
any motivation to move to a state with no or low taxation of gains before
realizing the built up gains. Not every possible gain will however lead
to a wish to emigrate. To protect taxpayers with only minor gain shares,
and for administrative reasons, a threshold is established. When the
total net gain (after any deductible loss) does not exceed NOK 500,000,
the latent gain is not liable to tax, cf. Section 10-70 (4). If the total net
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gain exceeds NOK 500,000, the entire gain is liable to tax. The threshold
has been criticized for being too low – no one would emigrate to save
140,000 in tax6.
Latent losses are only deductible when moving to another EEA country
and only when a deduction is not granted in the other country, cf.
Section 10-70 (3).
A deferment can be granted for payment of the tax on the latent gain
until it is actually realised, if adequate security is furnished for the
tax, cf. Section 10-70 (7). A deferment without security having to be
furnished is granted on moving to an EEA country if Norway has a
treaty that obliges the country in question to assist in the recovery of
tax claims.
The calculated gain that is subject to tax in Norway can be reduced if
the shares etc. are realised at a value lower than the closing value
stipulated in connection with the move, cf. Section 10-70 (9) (a).
According to Section 10-70 (9) (c) and (d) the calculated tax lapses if:
- the shares etc. have not been realised five years after the
cessation of tax residence pursuant to domestic law or a tax
treaty, or
- the taxpayer moves back to Norway and becomes tax resident here
pursuant to domestic law before she or he sells the shares etc.,
or
- the taxpayer becomes resident for tax purposes in Norway
pursuant to a tax treaty before she or he sells the shares etc.
If the gain is subject to tax in another state, a deduction is granted
according to the provisions in Tax Act Section 10-20 to 16-28 (the credit
rules, see item A.1.2.3.1), cf. Section 10-70 (9) (b).
The exit tax rules are based on an assessment of the EEA obligations
following from the de Lasteyrie and N cases, but have been criticised
for not fulfilling the criteria of de Lasteyrie7.
A.1.3

Deviations between the rules applicable between the
Nordic countries and the rules applicable versus other
countries

There are no deviations between the rules applicable between the
Nordic countries and the rules applicable versus other countries,
except the use of the alternative exemption method for wages in the
Nordic tax treaty. This reduces the importance of the one-year rule in a
Nordic context. The rules only applicable for persons resident in EEA
Member States, however, apply for all the Nordic countries.

A.2

Net Wealth Tax

A.2.1
A.2.1.1
taxed?
A.2.1.1.1

Tax liability
Under which conditions is net wealth of migrant workers

6
7

Domestic law
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Persons who are not tax residents of Norway are liable to net wealth
tax for movable and immovable property here, cf. Tax Act Section 2-3 (1)
(a).
Persons who are tax residents of Norway are liable to pay net wealth
tax here regardless of whether the net wealth is in Norway or abroad,
cf. Tax Act Section 2-1 (9) and (1). The rules described in item A.1.1
determining tax residency also apply for net wealth tax. The liability to
pay net wealth tax is however reserved for persons who are tax resident
at the turn of the year, cf. Section 2-1 (7).

A.2.1.1.2
Specific topics arising from the Nordic tax treaty
Taken that all the other Nordic countries have abolished net wealth
taxes, it is somewhat surprising that Norway did not see to it that the
provisions regarding taxation of capital were deleted from the Nordic
tax treaty when the protocol of 4 April 2008 was negotiated. This is
more of a drafting problem than a legal problem, due to the subject to
tax clause of article 26.
A.2.2
Taxation
A.2.2.1
What are the general capital tax rates – a brief description
The general net wealth tax is 0.4 percent of the total net wealth above
470,000 NOK to the state and 0.7 percent to the municipalities,
altogether 1.1 percent of the net wealth above the threshold, cf.
Parliamentary Decision on Tax for the Income Year 2009 Sections 2-1 and
2-3.
A.2.2.2
Which rules apply for workers migrating to Norway?
Generally, immigrant workers possess foreign shares to a larger extent
than sedentary workers do. Shares in unquoted Norwegian companies
are assessed according to the tax value of the company, which can be far
lower than the market value, whilst shares in unquoted foreign
companies are assessed according to the market value of the company,
cf. the Tax Act Section 4-12 (2) and (3). After the EFTA Surveillance
Authority started examining the rules, they were amended in 2001,
giving the taxpayers who can substantiate the tax value of a foreign
company in which they have shares, a right to be taxed according to this
value.
A.2.2.3
Which rules apply for workers migrating from Norway?
The rules regarding cease of tax residency described in item A.1.1.3 also
apply for net wealth tax. The credit rules described in A.1.2.3.1 also
apply for persons tax resident in Norway who have paid net wealth tax
to another state, cf. Tax Act Section 16-20 (1) (b).
A.2.3

Deviations between the rules applicable between the
Nordic countries and the rules applicable versus other
countries

In most tax treaties Norway enters into with countries that do not have
net wealth tax, the tax treaty is restricted to tax on income. This has
not been done in the Nordic tax treaty, even though Norway is the only
Nordic country with net wealth tax, cf. item A.2.1.1.2.

A.3

Social security contributions

7

A.3.1

Liability to pay

A.3.1.1
Under which conditions is there a liability to pay for
employment
exercised by migrant workers?
Employers have to pay social security contribution on wages and other
remuneration that the employers have to report, cf. the Social Security
Act8 Section 23-2 (1) and the Tax Assessment Act9 Section 6-2. The
obligation to pay employer’s social security contributions does not
follow the membership of the employee and can apply even if the
employer is not engaged in activity in Norway and even if the employee is
not liable to tax in Norway. However, the obligation to pay
contributions does not apply for remuneration for labour abroad when
the employee is a foreign citizen not a member of the Norwegian Social
Security, or the work is performed for a permanent establishment
abroad of a Norwegian enterprise by an employee who is not a tax
resident of Norway, cf. the Social Security Act Section 23-2 (9).
If the employees are exempt from the Norwegian Social Security Scheme
pursuant to a national insurance agreement or pursuant to the EEA
Agreement, cf. Regulation (EEC) No 1408/71, the employer is exempt from
the obligation to pay employer’s social security contributions.
Employees can also be exempted from the Norwegian Social Security
Scheme based on the Social Security Act (see below).
Persons who are resident in Norway are as a rule obliged to be members
of and to pay contributions to the Social Security Scheme, cf. the Social
Security Act Section 2-1 (1). A person is resident if his/her stay in
Norway is intended to last or has been lasting for more than 12 months,
cf. Section 2-1 (2). In addition, a person having a work permit and
exercising employment in Norway becomes a member irrespective of
whether he/she is liable for tax, cf. Section 2-2. Such membership lasts
up to 1 month after the employment has ended, cf. Section 2-14 (2).
In general, the membership ceases if the member moves abroad and the
stay is intended to last or lasts more than 12 months or is intended to
or has lasted more than 6 months a year for two or more subsequent
years or the member starts working abroad, unless the employee has to
pay social security contribution on the remuneration, cf. cf. Section 214 (1) and (4) and 2-1 (3).
Norwegian citizens are obligatory members during stays abroad in
certain situations, e.g. if they work for the Norwegian state or are
students, cf. Section 2-5. Persons staying in Norway who are not
obligatory members of the Social Security Scheme, and persons staying
abroad, can apply for membership, cf. Section 2-7 and 2-8.
Some employees may be exempted from compulsory membership of the
Norwegian Social Security Scheme. This applies, among others, to socalled posted workers covered by the EEA Agreement or by a national
insurance agreement entered into by Norway, cf. the Social Security Act
Section 1-3 and Regulation (EEC) No 1408/71. Foreign employees from
countries outside the EEA area can apply for exemption from the Social
Security Scheme if the employee is insured in his or her home country,
8
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cf. Section 2-13 (2). All employees that are insured in their home
country, are exempt from the Social Security Scheme if they are not
taxable to Norway according to the Tax Laws or Tax Treaty if the stay is
not to last more than three months.
A.3.2

Contributions paid

A.3.2.1
What are the general social security contribution rates – a
brief description
Employer’s social security contributions are stipulated as a percentage
of the reported amount, cf. the Social Security Act Section 23-2 (1). The
contributions are differentiated, with rates that vary between
different geographical zones. The highest rate applies to Zone 1, which
includes large areas of southern Norway. The rate for Zone 1 is 14.1
percent, cf. Parliamentary Decision on Social Security Contribution for
2009 Section 1 (h). There are several, lower rates for rural areas. For
the northernmost municipalities of Norway the rate is 0.

Employee’s social security contributions are stipulated as a percentage
of personal income pursuant to the Taxation Act Section 12-2, cf. Social
Security Act Section 23-3 (2). For pay and other personal income the
rate is 7.8 percent, cf. Parliamentary Decision on Social Security
Contribution for 2009 Section 2 (b). If the income is NOK 39,600 or less,
it is exempt from social security contributions, cf. the Social Security
Act Section 23-3 (4). The contribution may not exceed 25 percent of
income above 39,600.
A.3.2.2
Do any rules apply specifically for immigrant workers?
Immigrant workers follow the same rules as sedentary workers. For
both groups the base for the social security contribution is the
personal income, cf. item A.1.2.1. No social security contribution is paid
if the income is 39 600 NOK or less, cf. the Social Security Act Section
23-3 (3).
A.3.3

Deviations between the rules applicable between the
Nordic countries and the rules applicable versus other
countries
There are no deviations between the rules applicable between the
Nordic countries and the rules applicable versus other countries
(except for the Nordic social convention).

B

TAXATION OF GOODS

B.2

The Norwegian rules regarding taxes on goods

B.2.1
Imports
B.2.1.1
Main rules
As a starting point all imports of goods to Norway result in liability to
pay VAT and possible excise duties, cf. VAT Act Section10 62 and Excise
Duties Regulation11 Section 2-1. Since Norway is not a member of the EU,
10
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imports from EU countries will generally be treated like imports from
countries outside the Union.
The regular VAT rate is 25 percent, for foodstuffs 14 percent. The
level of the excise duties varies, but is in general high, especially for
motor vehicles, alcoholic beverages and tobacco products. For further
details about the level of the excise duties, see Parliamentary Decision
on Excise Duties for 2009 on http://www.lovdata.no/cgiwift/ldles?doc=/sf/sf/sf-20081127-1295.html.
There are several exemptions from tax liability, and the exemptions
particularly relevant for individuals arriving Norway are described
below. The permanent exemptions are to be found in the Norwegian
Customs Act12 Chapter V, and the temporary in Chapter VI. The described
exemptions all apply for both VAT13 and excise duties14.
B.2.1.2
Exemptions
B.2.1.2.1 Permanent
Importation of removal goods is tax free, cf. Customs Act Section 5-1 (1)
(c). The exemption is conditional on the goods being used only for
personal purposes, cf. Section 5-1 (2). These are items that have been
purchased and paid duties for in another country, thus the exemption is
necessary to avoid double taxation. New items cannot be imported duty
free as removal goods, meaning the objects must have the appearance of
being used. Other conditions are that the goods are imported by and for
the use of a person who has lived abroad continuously for at least a
year, and that the person have owned and used the objects during the
stay abroad, see Custom Regulation Section 5-1-10 Subsection (2).
The exemption does not apply for motor vehicles, aircrafts,
professional equipment, foodstuffs, alcohol beverages or tobacco
products, see Custom Regulation15 Section 5-1-10 (1).

Luggage for personal use may be imported tax free, cf. Customs Act
Section 5-1 (1) (a). The exemption is conditional on the goods being used
only for personal purposes, cf. Section 5-1 (2). Like removal goods,
these items have been taxed in another country. Typical items that are
considered as luggage for personal use are clothing and leisure time
goods.
In addition persons who have been outside Norway for at least 24 hours,
may bring goods representing a total value of NOK 6000 duty free
(traveler’s allowances), see Customs Regulation Section 5-1-1 (1). If the
duration of the stay outside Norway has been less than 24 hours the
monetary threshold is NOK 3000, cf. Section 5-1-1 (2).
If the value of one single item exceeds the thresholds, duty has to be
paid on the entire price. Repairs done abroad, including vehicle repairs,
are also subject to the monetary thresholds. Goods that form a unit and
exceeds the thresholds may not be split up into individual parts. If one
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is unable to produce proof of value, a receipt for example, the customs
authorities will determine the value at their discretion.
Within the monetary thresholds, there are also quantitative limits for
alcoholic beverages, tobacco products, fuel, meat, meat products and
cheese, cf. Custom Regulation Section 5-1-2 (1) and (2).
The traveler’s allowances may either be bought in an ordinary shop in
another country or in a tax free shop. However, persons who have been
outside Norway for less than 24 hours may not import alcohol or
tobacco products duty free unless these products have been purchased
including tax in an EEA country, see Custom Regulation Section 5-1-1
(2).
Norway is one of few countries that allow the tax free quota to be
bought at arrival at the main airports, cf. Custom Regulation Section 51-2 (4). This is considered as an advantage for the Norwegian tax free
shops.
The monetary threshold for tax liability for import by travelers is an
administrative simplification. The high level of the threshold can
however not be justified by administrative purposes only, but has the
character of a privilege granted to travelers (for tax free import of
items through Internet, the tax free threshold is 200 NOK). Together
with the system of VAT refund which exists in many countries, see item
B.2.2, the exemption often will result in taxation neither in the
exporting nor the importing country. Thus, it creates incentives for
travelers to buy goods abroad (lack of neutrality). From a fiscal point
of view, the Norwegian tax free allowances should be abolished like
what has happened within the EU. The right to import goods tax free
seems however to have the status of a human right in Norway, probably
partly caused by the high level of excise duties. For political reasons
the tax free quotas therefore probably are impossible to alter.
A special regime applies for the Norwegian frontier zone where
inhabitants. They can import household use products tax free from
Sweden and Finland after processing or repair, cf. Customs Act Section
5-4 (1) (f) and Customs Regulation Section 5-4-4 (3), meaning the service
is not taxed. Inhabitants in the Swedish and Finish frontier zone may
likewise import household use products tax free to Norway for
processing or repair if the products are meant to be re-exported to
Sweden and Finland.

B.2.1.2.2 Temporary importation
As stated in item B.2.1.2.1, motor vehicles cannot be imported tax free as
removal goods. A regulation exempting such vehicles from taxation
expired 1 June 2003. Thus when importing a vehicle, one has to pay 25
percent of the customs value of the vehicle as VAT. Furthermore, a
motor vehicle tax falls due upon registration in the Norwegian vehicle
register.
According to the Customs Act Section 6-1 (2) (a) a person may however,
on certain conditions, import and use temporarily one foreignregistered vehicle free of tax. Since the level of the excise duties for
motor vehicles in Norway is high, e.g. compared to Sweden, it is
important to secure that motor vehicles that are predominantly used in
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Norway also are taxed here. The conditions for such temporarily use
therefore are rather stringent.
Tax free importation and temporary use of a foreign-registered motor
vehicle in Norway is permitted in three types of cases, cf. the
Temporary-use Regulation16 Section 2 (1) and (2):
- Persons who have a permanent place of residence outside Norway
- Persons staying temporarily in Norway
- Driving permits for persons with permanent residence in Norway
In order to be deemed a person with permanent residence abroad, one of
the following conditions must be satisfied, see the Temporary-use
Regulation Section 3:
- The family, occupational and personal ties are abroad. This
applies, for example, to tourists.
- The family ties are abroad. The provision primarily concerns cases
where the person in question commutes (daily, weekly, and
monthly) between his or her family abroad and work in Norway.
- The occupational ties are abroad. The person must however not
have family ties to Norway or be registered in the Norwegian
Population Register.
- The occupational ties are to Norway but the personal ties are
abroad. The person must however not have family ties to Norway
or be registered in the Norwegian Population Register. Moreover,
he/she must either commute daily or intend to stay outside Norway
for more than 185 days during a 12-month period.
The terms “family ties”, “occupational ties” and “personal ties” are
defined further in Section 3 (2) to (4). If a person is considered to have
a permanent residence in more than one country according to the Nordic
countries legislation, the dispute may be solved through a consultation
procedure between the customs authorities, cf. Section 3 (5).
A person has temporary residence in Norway if his/her stay is not
planned to last for more than one year from the date of entry, see
Section 4 (1). Pursuant to Section 4 (2), it is possible to apply for a
driving permit if the stay is extended by a year. In practice, it is possible
for a person who can document on the entry date that the stay will last
for between one and two years to apply for a driving permit for the
whole period. In principle, such situations fall outside the scope of the
Temporary-use Regulation. A person is not regarded as temporary
resident if he/she has stayed here or been registered in the Norwegian
Population Register for more than 365 days during the last two years
prior to the entry date, cf. Section 4 (5).
The Temporary-use Regulation Section 5 regulates particular situations
where persons considered as resident in Norway can import and
temporary use a foreign-registered motor vehicle. Of interest is Section
5 (c) which provides that in connection with a journey from abroad, the
Norwegian authorities may grant permission to import and temporarily
use a foreign-registered rental car. The vehicle has to be re-exported
or delivered promptly to the car rental firm's local representative.
Alternatively, persons considered as permanently resident in Norway
16
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may, under Section 5 (g), in "particular cases" apply for a permission to
temporarily import and use a foreign-registered car, including a rental
car, in Norway for a short period.
There has been a complaint against Norway to the EFTA Surveillance
Authority concerning the Temporary-use Regulation. The question is
whether the rules constitute a restriction of the freedom to provide
services as provided for in Article 36 of the EEA Agreement. The
Authority has stated in a reasoned opinion of 16 July 2008 that Norway
has failed to fulfill its obligations under Article 36 of the EEA
Agreement. The Norwegian Ministry of Finance has responded that the
possibility for Norwegian nationals to use motor vehicles registered
abroad will be extended for the Temporary-use Regulation to be in
accordance to Article 36.
B.2.2

Exports

If a business exports goods, the sale is exempt from VAT17 and excise
duties18. The possibility for private persons to buy items in Norway tax
free for export is limited to either tax free shops or the VAT refund
system:
The main airports of Norway have tax free shops for international
travellers. The amounts each person can buy and export tax free, is not
limited by the Customs Act, but is restricted by the destination
(importing) country. The Customs Act however contains limitations to
what kind of goods the shops may sell tax free. As described in the
guidelines item B, persons who are residents of Denmark, Finland,
Norway and Sweden can only purchase alcohol and tobacco products tax
free, see Article 3 of the Agreement concerning taxation of baggage in
passenger traffic between Denmark, Finland, Norway and Sweden and
concerning duty-free sales at airports in those countries.
Persons resident abroad may claim a refund of VAT paid on goods
purchased in Norway when they export the goods, cf. Regulation on Sale
of Goods and Services for use abroad, at Svalbard and Jan Mayen19
Section 16 to 19. The minimum purchase amount and other qualifying
terms depend on where he/she is resident. For sales to residents of
Sweden, Denmark and Finland, I refer to Article 1 of the abovementioned
Agreement, which is described in the guidelines. For sales to residents
of other countries, the conditions are more liberal. The purchase price
of individual items must be at least NOK 250, exclusive of VAT, cf.
Section 19 (2). The item must be exported to the customer’s home country
within a month from the time it was delivered. The VAT can be refunded
by the seller (which enquires a certification of export by Customs) or
by special refund offices located at most airports, ferry terminals and
major border crossings.
The Agreement between Denmark, Finland, Norway and Sweden has the
aim to ensure that residents of Denmark, Finland, and Sweden pay VAT
either in the country where the goods are bought or in the importing
country. For residents of other countries it is not a condition for VAT
17
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refund that VAT is paid in the customer’s home country. It is therefore
the monetary threshold for tax free import for travellers in the
importing country that determines whether the goods are taxed or not.
B.2.3
Deviations between the rules applicable between the
Nordic
countries and the rules applicable versus
other countries
The rules regarding imports and exports are in general identical
independent of what country the goods are imported from/exported to;
see however the special regime for frontier zone inhabitants of Sweden,
Denmark and Finland described in item B.2.1.2.1. The Nordic Council has
been focusing on simplifying border crossing for frontier zone
inhabitants, including modifying the tax rules. The main challenge for
this work today relates to Norway being outside the EU, a fact that has
fundamental implications for the taxation of goods crossing the
borders between Norway and the Nordic countries being members of the
EU.
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