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EU Direct Tax Group

The EUDTG is one of PwC’s Thought
Leadership Initiatives and embedded
in the International Tax Services
Network. The EUDTG is a pan-
European network of EU tax law
experts and provides assistance to
organizations, companies and private
persons to help them to fully benefit
from their rights under EU law.

The EFTA Surveillance Authority has issued a formal notice to Norway
regarding Norwegian exit tax rules, etc.

The EFTA Surveillance Authority (“ESA”) has formally requested Norway to change
the tax rules which impose an immediate exit tax when companies transfer their
effective management (tax residency) or assets to another Member State, capital gain
taxation on shares in companies that change tax residency, etc. ESA is also targeting
rules treating SE companies less favourable compared to Norwegian limited
companies etc. ESA considers these provisions to be incompatible with the freedom
of establishment and in breach of the SE Regulation.

In 2007, Norway introduced new exit tax rules which are applicable if a Norwegian tax
resident company transfers the effective management (tax residency) to another
country, either by reallocating or by a cross-border merger. The company’s assets
and liabilities are regarded as realised for tax purposes (all hidden reserves) and
deferred taxation due to gain and loss account rules becomes taxable. The shares in
the said company are also regarded as realised for the shareholders in the company.
Furthermore, if assets and liabilities are transferred out of the Norwegian tax
jurisdiction (e.g. from a Norwegian branch of a foreign company to a foreign head
office, etc.) this may also trigger exit taxation.

In addition to subjecting SE companies, etc. to the exit tax rules, the tax authorities
have issued interpretative statements where SE companies, etc. are treated less
favourable compared to Norwegian limited companies, etc. with respect to among
others tax free mergers.

ESA concluded that the less favourable tax treatment of cross-border situations
should be regarded as restrictions that could not be justified by overriding reasons in
the general interest or being disproportional.

The request takes the form of a formal notice. If there is no satisfactory reaction to the
reasoned opinion within two months, ESA may decide to refer the case to the EFTA
Court.

For more detailed information, please do not hesitate to contact your local PwC contact person or a member of the EUDTG.

Steinar Hareide + 47 95 26 04 29 steinar.hareide@no.pwc.com

Daniel M. H. Herde + 47 95 26 01 42 daniel.herde@no.pwc.com

Should you be interested in receiving the free bi-monthly newsletter, then please send an e-mail to eudtg@nl.pwc.com, with “subscription EU Tax News”.
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