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Preface

There are few restrictions on starting a
business in Norway .

If you are at least 18 years old, not
declared incapable and not under
bankruptcy quarantine, you may establish
an enterprise. You don't have to live in
Norway yourself; however, the enterprise
must have a Norwegian address.

On the surface it seems uncpiin entrepreneurs in a straightforward
cated to start your own business. manner.
Registration is achieved by subitiiig The early chapters deal with the

a single form to the authorities. Baf  formalities: How to register the busi
course, there are a number of rules  ness, the implications following the
and regulations that affect both type of busines®ntity, taxation (in
starting up and running your business.particular Value Added ax),
And it is your responsility to know accounting and duties as an employer.
all aspects relevant to your business - Note that accounting and VAT are
enterprise. dealt with in separate guides from

In addition to knowing the impli www.bedin.no Following that, we
cations of the releant legislation, you introduce restrictions, i.e. bussses
have to make some decisions that willthat require some authorization or
influence both formal aspects such aslicence. Also some aspects of import
accounting and auditing, and your and export are introduced. One
status as businessman-aroman. chapter deals with the business plan,
You may for instance be the owner of an important document in your
and work in a sole proprietorship or, dealings with others, such as credit
you may be emplged by a company institutions. Finally, we provide a
that you in fact own. In this guide we short glossary where we explain and
will outline how this will affect taxa  give you he original Norwegian term
tion, social benefits etc. of some of the concepts used.

This guide is meant primarily for you This guide is somewhawluminous.
who are on the brink of starting your Still, we cannot claim that we are able
own business, operating in Norway. to give you the full picture. We do,
Admittedly, all aspets of the however, hope it will serve as a
legisldion and the corresponding satisfactory starting point. And we
regulations are not easily accessed, most certainly wsh you the best of
particularly since a great part of the luck with your plans as an entrepre
relevant material is available in neur in Norway.
Norwegian only. We have, however, Remember that if you needrther
done our best to use relevant sources,nformation, the Narvik Bsiness
verify the terminology an@xplain the Information Service$800 33 840) is
essential implications for the only a toll free phone call away.
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Introduction

Business climate in Norway

In Norway, stimulation of the
entrepreneurial spirit is a policy of
natonal priority. Not surprising
knowing that the majority of the
businesses our welfare widlepend
on 10- 15 years from novdo not
yet exist.

Whether it can be attributed to
the industial policies or notwill

not be discussed here, but it is a factgrowth of new industr)}.

- according to the Global Entrepre
neurship Monitor (GEM} that
Norway is among th&p entrepre
neurial countries in Europ€elhe
gener al i nterest
own business is stimuiad for
instanceby competitiors for
prospective entrepreneuasdeven
TV progranmeson how to
transformbusinessdeas into
succeshul enterprises.

In simple terms one may say that
Nor wayds economi
on the following pillars:

C Stabilze and counteract unem
ployment and inflation.

C Stimulate industrial growth in all
parts of the country.

C Influence the structure of
industry.

C Influencethe distribution of
income

C

Regions with little industry are
subject to more lenient taxation
than other areas, for instance in the
form of differentiatede mp | oy er
contribution Also, credit
institutions have been established to
provide support to the regional
industrial sector as well as
agriculture, fisheries and certain
other industries. The ppose of
these schemes is to promote
innovationandmaintainlocal
industry

In addition to their financial and
credit policies, the central
authorities have implemented an
income policy which involves
taking measures to influence the
outcome of the wage gaicultural

© Copyright Bedin

and fisheries settlement negotia
tions and more.

The distribution of income is
achieved primarily through the
regulation of and rates for income
tax and social benefits, including
the National Insurance Scheme.

Tax agreements for research and

Type of Business

For you, about to start your own
business, the choice of business
typeis often the first question to
arise.

Starting a new business, the
alternatives are normally:

development expenditures, as well 1 Sole proprietorship seltemployed

as state support for research have

been implemented to promote the

business (In Norwegian "enkelt
personsforetak”).

9 Partnershipg ifansvarl-i g
ANS or "Delt ansvar'= DA). In this
guide, we @ten refer to this type of
entity asunlimited

. company/general partnership.

%A private limited liability company
( Aage]| &kA8)pln this guide
mainly referred to abmited
company.

1 A branch of foreign enterprise

The choice has bearing on the
respnsibility you assume as owner
d of the business and your freedom to
control the assets of the business.
The company category should
match both the business sector and
your financial situation.

The type of business entity
affects:

1 Your responsibility as owner

i The extent by which you may
control the assets of the business

1 Your personal responsibility for the
business debts

9 The formal bodies of the business,
i.e. general assembly, board ora _

business manager y
-

The standard types of business
enterprisesre discussed in some
detail later. Note that this guide
cannot give specific advice on what
type will suit your purposes. We
will, however, try to cover the

! Source: www.norway.org (Edited from
Aschehoug and Gyldendal's Norwegian
Encyclopaedia)

Written and

implications on income, taxation
and possible debts associated with
each type of business entity.
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Business or Hobby Activities?

all necessary toolsperating assets
and furthermore, decés on when
and how the work is to be carried
out, then you probably will be
considerechsanemployeeof the
principal even if you have
registereda self employed business

Preconditions

For your actions to be regarded as
business activities, they must
involve transactions of an economic
nature. What you do must show the
potential of producing a profit.
However, not necessarily immedia
tely; - business resulting in losses
over the first few years is still
considered business as long as the
activities may generate a profit in
the future.

The tax authoriti¢sdecide on
how your activities will be
regarded. They will consider the
period over whichthe activities are
carried out, as well as the extent of
these activities when deciding on
the nature, i.e. business or hobby.

Note that these conditions are
not absoluté there are no definite
thresholds that must be exceeded
for the hobby to be regardeas
business. However, in one case
(business) all costs related to the
activities are deductible on your tax
return, in the other (hobby) they are
not. It is therefore very important
that you engage in a dialogue with
the Tax Office at an early stage to
prevent any surprises later on.

By own expenses and risks

An important condition is that the
activities of thebusiness enterprise
shall becarried outon the ercu
tive's- often the owner's own
expenses and risks.

fiByo wn e x meanssthato

related tothe work. Tlesecan be
costsof materials, purchasing costs
and running expeses, etc.

AByOwn r meaksshat the
executive has the responsibility for
the results of thassignmentThe
principalcan, for instance,
complainif not satisfied with the
results

Financial profit

The business must be ablegene
rateafinancial profit over some
period of time It is not necessary to
have a profiimmediatelyif it is
corceivablethata profit will occur
at some later stage

Will your plans lead to real
business or are you actually a
wage earner? Activity

The distinction between one and the The business musarry outsome
other may be hard to detect. form of aCtiVity. Passive Capital
However, if you are going to own  dispositionssuch asstock

the operating assets, decide the  investmentsand letting of own
working hours yourslf and residence dmot constitute a
possib|y experience losses, then youbUSineSS enterprise. However, the

are most likely running a business ~self-employedpersondoesnot have
in the perspective of the tax to be active hirﬂ9|f/herse|f, but

authorities. may insteachave employees who

If you, on the other hand, only work carry outthe work.

for a single principal who provides One of the decisive conditions
for acceptane by the Tax

Authorities is that the business both
involves activities of aertain
extentandduration of a certain
period of time Neither term is
actually defined. The extent and

%2 The organisation of the tax authorities
is explained in a later chapter.
Regarding the question of business or
hobby, the Tax Office is the proper
authority.

© Copyright Bedin -6 -

duration will be assessed by the Tax
Authorities. Single assignments or
casual assignments are not enough
to constitute a selémployed
business.

If several of the following points
are true, you arenost likely
running a business:

1 You have several principals on a

regular basis, consecutively or at
the same time

1 You have youwown office or

workshop

1 You provide the necessary raw

materials yourself

the eXeCUtiVe covers the expenseSﬂ You use your own Operating assets

such as machines, transportation,
computers

9 Your turnover/revenue is generated

by delivered goods or services
rather than per time unit. However,
as a consultant, you may very well
be paid by the hour

9 The work does not necessarily have

to be carried out by you. Instead
you may use someone employed by
you.

1 The assignment is limited, both

with respect to time and extent

1 When the assignment is compdt

you cannot demand another from
the principal

9 The principal has no professional

nor managerial authority over you

1 The principal may complain and

seek compensation if not satisfied
with the result

1 The principal pays for the

assignment as a whole, rfot the
individual elements such as
materials, management, use of
machinery etc.

The above list is not complete. Note
that there is no single point that is
considered decisive. In fact, you
must expect the tax authorities to
examine your business as a wo
beforedeciding whether you are
engaged irbusiness or hobby
activities.

Written and compiled by the Bedin team (www.bedin.no)



Register Your Business

Prepare theCoordinated register
notificatior’

Obt ai n tChoedindtedr m
register notification . Us e t
form's part 1 (main form)which

Initial registration

Central Coordinating Register for
Legal Entitie$

In order to run a business enterprise

Organization (NAVS or the Tax
Office. These offices may also
fiprovide the form and help you fill it
hire
Del 1 - Hovedblankett

you have to be registered in the
Central Coorthating Register for
Legal Entities (CCRLE)Following
registration, you will receive a nine
digit organization number used in
business documents and in your
information exchange with the
authorities.Unless you have a valid
organization number, you cannot
open a bank account on behalf of
the enterprise. Furthermore, you
cannot engage employees nor
register in the Value Added Tax
(VAT) Register.

How to register the business?
Having considered the different

can be dowlbaded from

from the Narvik Business Hotline
800 33 840 or Brgnngysund [11]

your entity must be registered as a

Sorasarogeer, Sthetsesrogiteret o Skaliemaniala or torso oD

http://www.brreg.no/ or ordered

Register Centre by telephone, +47
75 00 75 00.

In the process of entering the data,
it will normally become clear if

E
i
H
:

business enterprise, if yare an
employer and if you are eligible to
pay VAT on the goods and/or
services you sell.

Obtain the form Coordinated register
notification ("Samordnet
registermelding”) from:

Pty

aspects of becoming a businessmany The Brgnngysund Register Centre

or -woman, youare now ready to
take the next stepregistering your
business

The authorities must be notified
when you found a company, when
employees are hired and when you
start selling goods and/or services
subject to VAT and other taxes. If
at least one of the emtioned condi
tions applies, you must register the
business with the CCRLEBE he
Coordinated register notification
(see below) will save you from
reporting the different applicable
issues to individual authorities.

If you have a Norwegian birth
number ora D-number the
registering can be done
electronically through
www.altinn.no

® See
www.brreg.no/english/reqgisters/entities/

At a later stage you will use the
same form for announcing changes
related to the business. All the-co
operating bodies will haartheir
records corrected when you have
notified one office.

9 The Norwegian Labour and Welfare
Organization (NAV)

9 The Tax Office

or

The following registers are asse-
ted with the CCRLE:

9 The employee section of the
Employer/Employee Register

The different authorities cooperate 1 The Register of Business

by exchanging the information with Enterprises

each other. Hence, all information § The Foundation Register

may be submitted to the Brgnn 1 The Value Added ax Register

gysund .Reg|ster Centre, the 9 The Statistics Norway's Register of
Norwegian Labour and Welfare : .
Companies and Business

Enterprises

9 The Norwegian Directorate of
Taxes' Register of limited
companies

9 The Narvik Business Services,
tel. 800 33 840

*In Norwegian "Samordnet
registermelding”. The form can be

downloaded from this website (in A Iegal entity shall notify, and be

Norwegian) registered in, the CCRLE at the
www.brreg.no/blanketter/hovedblankett. same time as, or earlier thahjd
html

A guide in English on how to fill in the

form is available on this link:

http://www.brreg.no/blanketter/bin/BR10 ® NAV is the organization handling social

© Copyright Bedin
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registered in one of the associated in the Register of Business identification b authorities and for

registers (see above). Enterprises. coordinating private and public
business registers.

The name of your enterprise Register of Business 1 Identification of the executives of

The name of a company is regulatedEnterprises a business enterprise.

by the Business Name AcfThe The Business Enterprise Registra
minimum requirement is a name tion Act’ lists a number of different
consisting of at least three Norwe  types of organizations that have to e central Coordinating
gian letters, numbers, orthogtsdp register. Generally, the registering Register for Legal Entities
signs and possibly the abbreviation in the Register of Busiess - foreign entities
identifying the type of company. Enterprises is mandatory for all who
Thus, ABC AS and 2BIAS DA are  conduct business activities and all
legal names. The name cannot be enteprises with limited liability.

For foreign entities, the Central
Coordinating Rgister for Legal
Entities and the Register of

identical to names already Regis The register serves different Business Enterprises shall comprise
tered in the Register of Business purposes. And an important one is the following information:
Enterprises. T h e to maintain & ¢oreetmecardoot | 0 S

should be understoaguiite literally,  people that may be heresponsible 1-Name, type of organization and
taking into account all letters, for actions in the name of the business address of the foreign
spaces, numbers and signs. company. entity.

However, the letters identifying the In sole proprietorships, there cad-Owner, participants with full

type of company are not included.  be no doubt as to who is the respon liability or fully liable partners or
Consequently, the names KARI AS sible person. Therefore, such enter the boad of directors; their names,

and KARI ANS are considered prises are exempt from the general dates of birth, addresses and the
identical. Note also that the registration duty. However, sole relevant signature authorisations.
assessment of idical enterprise proprietorships either sétlg goods 3.Share capital if the entity is a
names is independent of purchased for such purposes and/or limited company and how much is
municipality (location of the employing more than five paid up. If the share capital is not
business) and business sector. employees in fultime posts are fully subscribed, only the sub
required to register. Sole proprie scribed capital can beatkd as
For sole proprietorships (self torships not required by the actto  share capital.
employed) businesses, the rules do so, may register on a voluntary 4 The memorandum of association
differ somewhat. The family name  basis. and the articles of association of the
of the owner must be included, e.qg. Foreign entities are obliged to  majin business enterprise.

HANSENOGS BAKIRRY aragisterin the Register of B“SineSSS.Thestate by whose legislation the
REPAIR OLE OLSEN. The family  Enterprises if they conduct business
name may be used alone, meaning activities in Norway or on the

that HANSEN, MOER and Norwegian continental shelf.
@VREGARD may be registered. If

only the family name is used, there Registration in the Register of

is no check for or prohibiting of Business Enterprises ensures the
identical names. following to a business enterprise:
Foreign companies registering a  q The right to operatea business
branch in Norway mpause the same enterprise.

name as in the country of origin,

entity is bound Whether the entity
is registered in a public register of
business enterprises in itere
country, and if so, the name and
address of this register and the
registration number.

6.Name and address of any business
premises or permanent establish
ment in Norway or on the

, . 1 Legal protection of the business Norwegian continental shelf.
even if the name consists of less me. 2 7Th ¢ busi Jities th
than three letters and/or is identicah A certificate of reqistrati -The type of business activities that
to the name of a municipality, a A certificate of registration as will be conducted.
county or a country. One restriction 'd€ntification for lenders, legal g The poard and general manager if
though, the name cannot include  'e9!stration authorities, and customs gjected or employed specifically for
letters or signs that are not and excise authorities. the activities, and if so, whether
identified as accepted letters/signs 1 A business enterprise

organization number as important

® In Norwegian called "Foretaksnavne-
loven". I'n Norwegian: AForetaksregisterloveno.
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they are entitled to bind the entity

by signature or per procurationm Register Return attachment
requirements

Note that 2, 3 and 4 above may bes Memorandum of Association and

omitted if recorded in a foreign Company Articles of Association.

register of legal entities as stated ify certificate of registration from the

no. 5 above. The foreign re.gister regider of business enterprises or
must be approved by the King of

Norway. If applicable, the register of residence.

will also contain information relateqﬂ Minutes from th mpetent bod
to dissolution of the main company.’ . utes 1ro € competent body
in the entity documenting the

election of any board and general
manager specifically for the
activities in Norway.

1 Minutes from the competeiiody

Special requirements for entities
that carry out VATeligible
activities in Norway:

Foreign entities without a perma
nent establishment in Norway and
which are subject to the stipulations
of the VAT Act, must appoint and
report a Norwegian representative.
The VAT representative can be a
physial or legal person. The °
representative must have a residen @ VAT representative must attach
tial/business address in Norway. ~ Mminutesfrom the competent body
The representative is jointly and
severally liable for payment of VAT
together with the foreign entity.

or authorisations for the entity when

certificate of registration from the
country of residence.

the representative that he/she
accepts joint responsibility with the
entity for ensuring that VAT is
calculated and paid.

9 Information that does not appear on
either the certificate of registration

The required information must be
recorded in the&€oordinatel register
notification, partly in the Main

Form, partly as attachments (see

below). or the articles of association must
be verified in the form of minutes
Signature from the competent body in the

If the register return only refers to ~ entity.
the Central Coordinating Register
for Legal Entities, it shall be signed
by the general manager, business
manager or ano#r responsible
contact person.

Notice of first time registration
in the Register of Business
Enterprises shall be signed by the signatory in the entity, it is not
board members of the Norwegian  necessary to submit the
enterprise. If such a board does not aforementioned minutes from the
exist, the general manager shall competent body in the entity.
sign. If there is no gendrenanager
either, the register return shall be  Documents that contain regyiation
signed by an authorised signatory ininformation shall be in Norwegian.
the country of residence. In extraordinary circumstances,
documents in other languages will
be accepted at the discretion of the

registrar. It may be required to
proxyo.

Registration in the Register of
Business Enterprises also requires
1 Minutes from the competent body
in the entity verifying the decision
to establish activities in Norway. If

8 A legal term often abbreviated p.p.
meani nagentywgr A by

© Copyright Bedin -9-

submit a translation confirmed by a
translator authorised by the
Norwegian athorities.

register of companies in the country

showing the allocation of signatures

documenting the appointment of the
representative, and a statement fromall persons holding positions

D-number

Rogramt 800 asasgrvvent of & O v’

L

such information is not stated on the === -

9 Foreign entities that will operate via

~

identified by theCoordinated
register notificatione.g. the general
manager and those authorized to
sign for the company, shall be
identified by a personal idemyi
number/D numbearganization
numbe, personahame/name of
enterprise and address. Foreign
citizens without a Mrwegian
personal identitynumber must state
their D-number (11 figures). Ifa D
number has not been allocated, the
Central Coordinating Register for
Legal Entities will requisitn one
from the NorwegiarNational
Census Rgister Personregisterét

the notice is signed by an authorisedSkatt nord. Use the form Request

for assignmenof D-numbel and
attach a signed copy of the foreign
person's passport.

The form can be downloaded
from the Brgnngysund Register
Cente (D-number forn). Personal
identification numbers and-D
numbers are confidential and will
not be disclosed to unauthorised
persons.

Written and compiled by the Bedin team (www.bedin.no)
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Authorisation

Some types of businesses require
authoristion before starting up or
the business is conducted. Authori
sation is for instance required for
businesses like: Driving instructors,
doctors, physiotherapists, auditors,
accountants, lawyers, stockbrokers,

realestate brokers to mention some.

If your business falls within the
above categories, is a matter that
should be raised with the proper
authorities. Admittedly, it is some
times difficult to identify the correct
authorities, and if in doubt, contact
the Narvik business hotline (800 33
840).

You will find further information on
licenses in a later chapter.

© Copyright Bedin
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Choice of Business Entity

Initial considerations

One of the first questions arising
whenestablishinga newbusiness

is; what type ofentity will be most
beneficial?Unfortunately, there is

no sinde, definite answer to that
guestion. You will have to consider
the pros and contras, and perhaps
seek advice from someone who has
been in the same position.

Representatives of the
authorities will, in general terms
and to the best of their abilés, try
to outline the consequences of the
different alternatives, but you
cannot expect advice with regard to
your particular situation.

Note that your choice will
influence aspects like the extent of
your personal responsibilities, risks,
taxes, rightaand duties, and your
liberty to manage the assets of the
company.

It is therefore natural (in some
cases even necessary) to seek
advice from accountants, auditors,
lawyers or other professionals
before the final choice is made.

When you start a new andgirably
small company, you normally face
the following alternatives:

1 Sole proprietorship (seémployed
business)

1 GeneralPartnershipgANS and
DA)

1 Limited liability company (AS)

1 Cooperative (SA)

© Copyright Bedin

Sole Proprietorship (Self-
employed Business)

The sole propsgtorship is a type of
organization where a single and real

person is responsible for the

business. Ashe name suggests, a

sole proprietorshipvill have just
one owner.

In such a company you have
extensive financial freedom. You
are, however, also finandig
responsible for all debts and
obligations incurred by the
company. Note that there is no
distinction between personal and
enterprise liabilities: You are
personally responsible for the
company's debts, even with your

personal wealth and possessions.

In order to establish a sole proprie

torship, you must be at least 18
years old, and you must not be

restricted by bankruptcy quarantine.
You do not have to be a resident of

Norway. However, the business

enterprise must have a Norwegian

address.

All sole proprietorships may (but

are not required to) register in the

Central Coordinating Register for
Legal Entities. The registration is

free of charge. Sole proprietorships
also have the right to register in the

Register of Business Enterprises,

but a fee is carged. If the business

engages at least five employees
and/or is conducting trade,
registration is mandatory.

You may experience that many

suppliers will ask for your

organization number in the Central

Coordinating Register for Legal

Entities, perhaps toheck if the new
enterprise is real, i.e. another ineen

tive for registering your business.

Many entrepreneurs start their
businesses assole proprietorship,
but reorganize talimited liability
company(AS) at a later stage, for
instance when the busas grows.

however, transforming an AS to a
sole proprietorship, is much more
complicated.

There are no restrictions on recei
ving a wage or salary and at the
same time running your own sole
proprietorship. Inform the Loda
Tax Assessment Office that your
total income will consist of income
from paid work and profit on
business activities. On the basis of
the information from you, the tax
office will estimate your total
income, thereby determining the
advance takpayments.

In sole proprietorships the net profit
is subject to taxation, together with
possible income from paid work.
On the other hand, given an overall
positive income, loss from the
business enterprise is dedilde.

The latter may be a great help in the
statt up process, if you hold on to
your position in another company
while trying to make your sole
proprietorship a success.

A common misunderstanding is that
you only pay tax for the amount of
money you withdraw from your
company. This is not correct. Even
if you withdraw nothing, the net
profit of the company is tax

eligible.

Income from the sole proprietorship
is calculated as part of your
personal income. Together with the
standard personal tax retdfnyou
have to fill in a business enterprise
return trat informs the tax authori
ties about the financial situation and
performance of your company. The
profit of the company is transferred
to the income part of your personal
tax return.

° The glossary gives an explanation of

. .. . fadvance taxo.
Doing so is simple. The opposite 10 ¢.q he glossary
-11 - Written and compiled by the Bedin team (www.bedin.no)



The deadline for submitting the DA (Collective responsibility): nominal starup capital. You may

return(s) follows the deadline for In this kind of unlimited liability decide to make investmentst

busihess enterprises. company the owners are consisting of cash, for instance an
collectively responsible for all operational asset required for the

As the sole proprietor by definition gebts. However, each owner is business.

is not a wage earner, he or she is  responsible only for a part In an unlimited liability

not, in case of illness or sick leave, corresponding to his/her part of the company, the deposit or starp

automatically entitled to social ownership. capital does not hold the same

benefits from the first day of A creditor cannot, for instance, Significance as it does in a limited

absence. Note that a medical charge more than 10 per cent of the liability company. The reason is of

insurance is not mandatory. Ne#th  debt from the owner holding only ~ coursethat if necessary, you and
does the proprietor have to set aside10 per cent of the ownership, even Your partners are obliged to cover

money for holiday leave for hinor  if the other owers are unable to any debts with your personal assets.
herself. The sole proprietor has no  cover their parts.

rights regarding the state guarantee It is simple to transform an ANS or
concerning wage claims in case of \When an ANS or DA type of DA to an AS (limited liability
bankruptcy, nor compensation for  company is established, a company company), the reverse however, is
temporary or permanent laoff. assembly isnandatory You and much more complicated.

your partners are required to make a

written and dated agreement signed Unlimited liability companies 1@

by all partners_ The minutes from Subjected to partner taxation. This
this meeting, signeby all partners, means that each partner is a
together with the company personal tax payer, where his/her
agreement must be submitted to the part of the profit (or loss) is treated
Register of Business Enterprises together with other personal income

when you want to register the and deductible expenses. If your
company. You should be aware of ownership in the company is 25 per
some formalities: The company cent, ther25 per cent of the net
General Partnerships agreement must as a minimum PI’Oﬁt is added to your personal
o state: income. Also, 2er cent of the
A generalpartnership i company value of the company capital assets
\;vrltehtijrgl|$|t§grléa§w:]3;\:\/sh%rf?$ere (a) The name ofhe enterprise. is added to your personal property.
roferred to as COMDANIONS (b) Names and residential addresses The actual ownership, i.e. your
P of all active partners. Note that the part of the company is stated in the

(partners). In such a company the
owners have a personal
responsibility for the overall
liability of the compay, in full or
in part, however, in a way that
collectively covers the debt of the
company.

company also may have so called Ccompany agreement.
silent partners, i.e. partners who do
not represent the company in any
external relations nor have a sub Business with Limited Liability
stantial ownership/responsiy. Private limited liability companies
(c) The purpose of the company.  jyentified by AS- or public limited
(d) The municipality where the liability companies- identified by
company has its main office. ASA - are enterprises where none
() If the partners are making of the participants are personally

capital mvestmepts, in which case jiape for the company's obligations.
the value of the investments must The foundirg and operation of a

be stated.

In practical terms we distinguish
between two main types of
unlimited companies:

ANS (responsible company): limited liability company is

s : overned by Act no. 44 from 1997,
In this kind ofpartnershigthe In addition, the owners/partners g The |>_/ i ted Liabilli
owness are jointly aml severally often draw a agreement that Acto (In Norwegian:

liable for all debts. The amount of  (eqyjate the relations between them.
debt one owner is unable to cover, Ngte that it is up to the partners to
may be charged each one of the  ecide if any valuables should be
other owners. deposited in the company or not
The act does nokquire acash or a

In a limited liability company,
none of the ownerareresponsible
for more than the sum paid as share
capital. You may, however, be
required to secure the company
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loans by a personal guarantee,
collateral or some othdorm of
surety. In case of bankruptcy, your
liability is then the share capital
plus thecollateral

The actual responsibility is
limited to theshare capital itself,
i.e. the nominal value of the shares
any owner owns. The company's share capital or in the instances
creditors may only seek where the owners clearly have
compensation from the assets of theconducted acts that jeopardize the
company. valuables of the company or puet
creditors at a risk of suffering a
loss.

If that is the case, the share

one shareholder may own one or
more shares.

The liability of a shareholder is
limited to the capal paid to the
company.

The exception is when the
owners violate the conditions stated
in the Act, in order to protect the

Should a bankruptcy occur, the
creditors cannot demand compen
sation from the shareholders.
Neither can the creditors demand
that the shareholders pay up addi
tional capital into the company
beyond the sum required as the
nominal value of the shares. rule of limited liability may be

Since the creditors may only overruled by agreements. In cases
demand payment from the valuablesof mortgages or loans, it is
and assets of the company, from customary that the banks demand
their point of view it is important the shareholders to personally
that the company is sound and has apresent guarantees that secure the
fair working capital that is not
likely to be withdrawn from the
company. The Limited Liability
Company Act therefore states that
all the shareholders have to pay a
minimum amount of money the
share capital that the owners
normally cannot withdraw from the
company.

In addition, the act states a
number of conditions limiting the
owners' right to use the capital and
valuables of the company. There
are, for instance, rules limiting the
amour given as share dividends.

Likewise, there are limitations to
the amount of money the owners
may lend from the company.

liable to pay compensation for the
loss suffered by the company or the
creditors.

Beware also that the standard

The shareholders

The shareholders are the owners of
the company. The term "share"
simply means a part ownership of
the company. One or more persons
may own the company, and a single
person may own one or more
shares.

The Act states that the sharapital
shall be at least NOK®B000. One
might say that this is the entrance
fee for establishing andinning a
business where the owners enjoy
limited liability.
The share capital may be linked

to a single or a number of shares

with the same nominal value. Any : : -
acquired, one particular respobii

© Copyright Bedin -13 -

lity is assumed; the responsibility

to pay for the share within the time
limit expressd in the Act. As
compensation, the shareholder gets
a number of "rights" in his/her
dealings with the company.

The shareholder is for instance
entitled to his/her share of the
profit, and he/she may attend the
general assembly and vote on the
issues raised

The share is, as previously
mentioned, a part ownership in a
company and may as such be
regarded asraassetShares may be

holders may be held responsible andiraded or mortgaged, but note the

conditions that may apply. When a
share is sold, the buyer also
receives the rights associatedtw
the share.

As shareholder in a company
you may withdraw money as share
dividend or receive a salary for your
work in the company. There are
strict rules regarding the amount
given as share dividend.

loans established in the name of the Many entrepreneurs starting limited
company. Such a guarantee means
that if the company is uide to

meet its obligations, the bank may
demand the shareholders who have
signed the guarantee to personally
honour the obligations.

liability comparies also work in

their own businesses, receiving
compensation in the form of
salaries/wages. In such a case you
are a wage earner in your own
company and will enjoy the benefits
as well as the drawbacks of such a
position. For instance, the company
deductgtax according to the tax rate
decided for you. In addition, the
company will have to pay payroll
tax on your gross wage/salary. On
the other hand, being a wage earner
means social benefits, for instance
in case of illness, not available to
the sole propstor.

Company articles

All companies with limited liability
must have Company Articles of
Association. The Act states certain
minimum conditions that the
articles must fulfil. In addition, the
Company Articles may cover
aspects not explicitly stated ihd

When a share of the company is Act
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Note that the Act in fact gives
extensive rights to state other
Company Articles than those that
otherwise would apply according to
the words of the Act. The Company
Articles may only be altered by the
General Assembly.

Among other things, the company
articles should state:

9 The name of the company.

1 The name of the municipality from
where the company will operate.

1 The type of business.
1 The share capital.
9 The nominal value of each share.

9 The number of members of the
board.

1 A list of issues to be addressed by
the general assembly.

Memorandum of Association

In addition to the Company
Articles, the Act requires certain
additional contents of the
Memorandum of Association:
Primarily, all founders must be
identified by name, address and
personal identifiation number
(fadselsnummer).

The memorandum must also state
how many shares each founder
buys. One person may buy several
or even all shares, and the founders
may buy different number of shares.

The memorandum must state the
price for each share. It mde
decided that the share subscription
be paid in the form of money or in
other goods/valuables. If the latter,
there are certain rules as to the
documentation of the value of the
goods/valuables.

Note that the sum paid for the share
can never be lowethan the nominal
value as indicated by the Company
Articles. However, it may be

higher.

© Copyright Bedin

In such a case, it is said that the
shares are bought at a premium.

The Memorandum of Association

declares the latest date for paymentc o mpany 6 s

of the share capital into the e
pany's account. The Act states that

members must be stated in the
CompanyArticles.

The board is elected by the
Gener al
General Assembly decides on
electing/appointing deputies to the

A ¢

the share capital must be paid in full board members. At least one deputy

before the company is registered in
the Central Coordinating Register
of Legal Entities. The company
must be registered within 3 months
after the signing of the Memoran
dum of Assciation. Consequently,
it is advised that the final date for
payment of the share capital is
before the 3 months have passed.
In addition, the memorandum
decides the members of the board
and the auditor of the company.

General Assembly, board of
directors and managing director
The toplevel body of the company
is the General Assembly. All the

is required if the board only has one
or two members.

At least half the number of the
board members must either have
permanent residence in Norway or
live in and be subjects of European
Economic Area (EEA) states.

The members of the board are
normally elected for two years. The
Company Articles may decide
longer or shorter service timesjtb
four years are the maximum. The
service time ordinarily starts at the
time of election, and lasts until the
conclusion of the General Assembly
in the last year of service.

shareholders have the right to attendThe board has the actual leadership

the General Assembly, and nor
mally, the right to vote. Usually one
share gives one vote.

In addition, the company must
have aboard (of directors). The
members of the board are respon
sible for the dayto-day business
affairs of the company.

The company may also have a
manager. For companies with a
share capital of less than NOK 3
million it is not necessary to
appoint a generahanager.

In small companies, organising
the management of the company
may be very simple. Often it is
sufficient that the company has
appointed a board (of directors).
The board may even have only one
member, possibly, but not
necessarily one of the shamdtiers.

In general, the enterprise may itself
decide on the number of members
on the board. However, if the share
capital is NOK 3 million or more, at
least three members are required.
The actual or minimum number of

- 14 -

of the company, not only the
business partut also the overall
operations and conduct of the
company.

According to the Limited
Liability Company Act, the board
has the responsibility to ensure that
the company is adequately
organized. In addition, the board
must see to that necessary plans and
budgets are worked out.

Managing Director

Appointing a director or not, should
be decided based on the best
interests of the company. The board
will normally look for the type of
organization that is both sound and
best suited to the expected business
operdions.

Managing director is the Limited
Liability Compani e
the person in charge of the d&y
day operations of the company.

Different terms may be used,

e. g. in Norwegian fAz¢
direktBr o, Aforretni
"daglig leder", etcThe Act applies

Written and compiled by the Bedin team (www.bedin.no)



whatever title is given to the Cooperatives (SA) Requirement as to the content of the
manager. memorandum of incorporation
|'||'he malnagidn% diLECIOF is nor I Jl The memorandum of incorporation
mally employe the company. In . : i
addi)t/ion, FEheyman?::ger may \F/)vellybe athe economic interests of its : igg”g&?;@ls?ﬁifﬁr the
member of the board. That is mem_bers by the members taking P ) .
part in the society as purchasers, 1 The memorandum of incorporation

entirely left to the discretion of the . X S .
y suppliers or in some other similar ~ shall also state:
General Assembly.

By a cooperative is meaatgroup
whose main objective is to promot

The manager mat be a resident 2" hen én.ter :isz r?amefzs Oalcjid?ezseesr a?ldﬁ ne
of Norway, or be a subject and 1.the return, apart from a normal prise ' oS
resident of one of the EEA member '€turn on invested capital, is either dates of birth or organisation

left in the society or divided among NUMbers,

countries. the members on the basis of their 2 the names, addresses and dates of
. share of the trade with the group, birth of those who are tbeboard

Summing up: and members

C Private limited companies are 5 ngne of the membemrepersonally 1 If the founders are to contribute

requ_ir(_ad to start with ahare capital | { g3p1 e for t he g rcggﬁt?! I8 gonn@%iqptw'gh,thg either

of minimum NOK 3 000. in whole or for parts which together establishment of the enterprise, the

C In addition to cash, the share comprise the total debts. memorandum of incorporation shall

capital may consistfassets, such also state:

as machinery, cars and office equip The memberare not obliged to 1. the amount that each founder is

ment. The founders must prepare a cgontribute capital to the cooperative to pay and the total capital that the

statement of such share capital unless the individual member has founders are teontribute,

entries. An auditor must confirm agreed to this in writing when 2. the date when the capital is to be

the statement. subscribing for membership or in a contributed.

C One shareholder is sufficient. separate agreement. Any duty to If one or more of the_ fou.nde'rs are to
G Atleast 50 per cent of the board gntribute capital must be limited settle a capital contribution in assets

members must beesidents of either to a certain amount or in other than money, the memorandum
Norway. In addition, the managing some other way. The requirement of of incorporation shall state the
director must be a resident of agreement does not apply to a duty assets concerned, the name and
Norway. The provisions do not to pay a membership contribution if address ofthe founder concerned
apply to citizens of states within the ¢4 stipulated in the statutes. and the terms that are to apply.
EEA when named citizens are

residents of these states. A cooperative may be established The statutes shall as a minimum

C The company must be founded, by at least two persons and must contain provisions regarding:
must prepare companyticles and  gjways have at leastvo members. Tt he enterpriseds nal
hold the forming general assembly  should there be feer members, the{ the municipality in Norway where

in accordance with the Limited enterprise is to be dissolved. the enterprise is to have its
Lla?rlllqlty Company Act. ) _ . Both natural persons and legal registered office,
¢ h f cgmpar}ycmus(';_ € registere entities may be founders of the ¢ the activities to be carried out by
with the Central Coordinating society. Those who are not of legal  the enterprise
Register of Legal Entities within 3 age and capacity may not be . ' _
months of the forming general founders f the size of any membership
assembly. ' contributions, whether interest is to
C The companys required to The founders must date and sign a be paid on the.se_, and whether these
engage an auditor. ) ) are to be repaid if a member

E i memorandum of incorporation. withdraws from the enterprise
C The company must submitthe  opce al the founders have signed _ >
annual report to the Register of the memorandum of incorporation, T Whether a membership fee is
Company Account at the the membership has been payable,
Brenngysund Register Centre subscribed for and the enterprise 1 how the annual profit may be
before 1 August the year after the 55 peen established. utilised,
end of the financial year. { the nunber of, or the lowest and

highest number ofyoard members
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1 the issues that are to be discussedfaMinutes from the managing board
the ordinary general meeting and  of the enterprise showing that a

acts, but nonetheless, are subjected
to certain ules and conditions. Such

1 how the net assets are to be divided decision has been made to set up therganizations may be societies,

Norwegian branch.

1 Name of the person responsible for
the Norwegian branch, or
alternatively, the Noregian
representative and a declaration of
consent from him/her.

if the enterprise is dissolved.

European Cooperative Societies
T a new kind of ent@rise entity in
Norwegian legislation

The Act on European Cooperative
Societies (the SCE Act) will make it
easier for a cooperative to move its All documents anattachments
headquarters from one EEA country submitted to the Register of

to another without having to Business Enterprisanust be in the
dissolve the enterprise in the first ~ Norwegian language.

and reestaliish it in the next The business address (in
country. Norway) of the branch must be

stated.

associations and for instance charity
organizations (often referred to as
NGOs- nongovernmental
organizations).

If you want to register a society
in the Central Coordinating Register
for Legal Entities, you have to
certify that the organization is
founded and currently exists.
Hence, you need to submit both the
Articles of association and the
founding document in order to
register.

9 You may find other types of

. . Note that tle Coordinated register
Norwegian branch of a foreign notificationmust be signed by the

enterprise (NUF

F.) ( ) . members of the board and the
A foreign enterprise that wishes to manager in Norway. If neither is
extendits operations to Norway,

may register a branch of the

A ) by the person authorized to commit
enterprise in this country.

the enterprise by his/her signature.

If a branch is established in A Norwegian branch of a feign

Norway, it is the mai office enterprise must submit the annual
(headquarte_r) that is responsible for report of both the Norwegian
the Norwegian part of the

operations. the Register of Company Account

If the branch has no employees, 4 the Branngysund Register Centre

a Norwegian representative must be yafore 1 August the year after the
appointed. The representative will 54 of the financial year.

be responsible for tax obligations.
The branch is normally obliged to
pay taxes to Norway, and must
otherwise operate according to the
Norwegian legislation. If foreign
citizens are employed, these must
have work and residence permits.

Bankruptcy in a Nowegian branch
of a foreign enterprise (NUF)

The manager or representative of
the branch may petition for
bankruptcy. Only the part of the

branch and the foreign enterprise to

enterprises like limited partnerships
(in Norwegian "kommandittsel
skap") and foundations. These types
of companies are rarely used for

appointed, the return must be signedbusiness activities conducted by

small and medium sized enterprises
(SMEs). Hence, they are not
considered here.

When you:

festablish a compa

i hireemployees or &
1 sell goods and services liable to

VAT and ot her t ax

é the authorities

There are no equity capital
requirements in order to set up the
branch. To register theusiness,
one submits the forr@oordinated
register notificatiorto the
Brgnngysund Register Centre. The
following documents must
accompany the return:

1 A certificate of registration from the
authorities in the country where the
main office is located.

9 The main office's memorandum and
articles of association.

© Copyright Bedin

enterprise located in Norway will be
taken under bankruptcy
proceedings. The trustee (appointed
by the court) will noify the foreign
enterprise register about the
possible liquidation of the branch.

Other types of enterprises
Associations and Societies

There are types of organizations
which are not regulated by specific
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Value Added Tax (VAT)

VAT - who and when

The Tax Office maintains records of
businesses that are obliged to pay
VAT (the VAT Register), ands
respasiblefor the administration
and control of VAT.

The part 2 of th&€Coordinated
register notificatioris dedicated to
companies that are affected by the
VAT regulations

All people running businesses
that sell goods or VAT eligible
services are obliged tegister in
the VAT register when the turnover
exceeds NOK 5000 over a period
of 12 months.

If you are registered in the VAT
register, you are allowed to deduct
VAT from the cost of the goods and
services used in your own VAT
eligible business.

For chaity and public
institutions and organizations, the
registration limit is NOK 14@®00.

General rule

A complete presentation of the rules
governing VAT is found in the
OVAT Act o. The
VAT (output tax) is calculeed on
all sales of goodand services,
VAT on purchasedjoods and
services (input VAT) are
deductible

Certain expenses do not qualify
for deduction of input VAT. Among

ge

these are food expenses, payment in

natural goods and representation
expenses.

All input VAT deductibles must
be qualified by genuine documian
tion, e.g. invoices, sales documents
etc.

When goods are imported, the
customs declaratidh together with
an account statement from the
customs treasurer, serve as docu
mentation of deductible input VAT.

" The declaration is received from the
TVINN system (the Directorate of
Customs and Excise's information
system for business enterprises)

© Copyright Bedin

If a cash payranthas been made VAT shall be calculated and paid
for the imported goods, the import on the importation of goods. For the
declardion, stamped by the customs purpose of VAT liability, it is
treasurer/office will serve as docu irrelevant whether a consumer or a
mentation of deductible input VAT. taxable entity imports the goods.
VAT must also be paidn the
purchase of services from abroad.
Liability for VAT exists if the
purchaser is a taxable entity or a
public institution and the service
would be liable to VAT if supplied

Foreign businesses engaging in
activities which are liable to VAT
registration shall calculatend pay
VAT according to the same rules as
Norwegian businesses.

VAT shall be paid on the sales in Norway.
of all goods and services, unless
they are specifically exempted from
VAT liability. VAT is also charged AT rates

on the withdrawal by the owner of
goods and servicesdm his own
business when such goods and
services are for private use or for
other purposes falling outside the
scope of the VAT Act.

The standard rate of VAT is 25 per
cent. The rate of XT on the sales
of foodstuff is B per cent. The rate
on public transport, on letting of
rooms in hotels, motels and tourist
cabins etc., and the hiring out of
camping areas, cabins, and holiday

The supply of certain goods and flats is 8 per cent.

services are exempted from VAT,
for example sales and letting of real
property and rightso real property,
financial services, healttare :
services, social services and Register

educational services. A wide range Both foreign and Norwegian

of ©iviéel in the'dulfirallar®a ateh dsinesses supplying goods and
exempted. The same applies to services in Norway, shall register in
certain services in the tourist the VAT register when their sales or
business, like guide services. withdrawals of such goods and
Taxable atities with only exempted services exceeMOK 500000vera
sales shall not register for VAT and period of 12 monthsA written

do not get credit for input tax on notice of the business activities
purchases. shall be sent to The Central
Coordinating Register for Legal
Entities (CCRLE) or to the Tax
Office where the foreigner (or his
representative) has his place of
business/residence. The written
notice shall be given by filling in
exportof goods and services, sales the registration formCoorinated
and services to foreign ships or register notificatiot part 1 and 2. If
Norwegian ships engaged in foreign the business is already registered in
trade, to aircrafts in international CCRLE and has given all the

routes and sales and services for us@ecessary information to this

in the offshore petroleum industries. register, only part 2 of the

Note that companiesngaged in registration form shall be filled in.
such sales still are obliged to
register for VAT.

Registration in the VAT

Some sales of goods and services
are exempted from output VAT, but
qualify for deduction of input VAT
under certain conditions. Such
conditions nclude for instance

The registration can also be done
electronially through
www.altinn.no
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Registration by the use of a Norwegianaccounting acts. services are supplied to private

representative Norwegian and foreign businesses individuals and other persons that
. . . that are registered in the VAT are not engaged in business or
A foreign nonestablished business . S e
. T register shall calculate and pay public institutions, and who are
with taxableactivitiesin Norway, . : .
) VAT (output tax) on theisalesof resident in Norway. In these cases
must register for VAT through a . .

. : goods and services in Norway. A VAT shall be calculated and
representative. When registered - ) - . . .
throuah the use of a representative foreign business is entitled to collected by the foreign supplier

g P " deduct VAT paid on goods and through a representative who nius

the foreignemets the same rights
and obligations as those that follow

a normal VAT registration. ) : .
The only requirement the right to deduction also includes
VAT collected by the Customs

repr_esentguve ”_‘“St s_at|sfy_ Is that heAuthorities at the importation of
or his business is resident in

Norway. For instance, it is not goods and VAT paid on the

required that the representative is a purchase of services from abroad.
gualified auditor or accountant etc.

Both the foreign business and
the representative shall sign the
registration form.

services whih are to be used in his have his residence or his place of
Norwegian business (input tax). The established business in Norway.

VAT -registered persons must
submit retuns on a bimonthly basis
to the Tax Office. The use of
shorter periods may be granted if
input tax regularly exceeds output
tax by 25 percent or more. Taxable
persons with supplies of under
NOK 1 million per year may apply
to submit VAT returns annually.

The foreign business must keep a
complete accountf its taxable
activity in Norway. The
representative shall keep a separate
complete accontof the activitiesin
Norway (purchases arshle$ by

. . The VAT return must be submitted
the foreign business.

and VAT be paid one month and ten
days after the end of each period,

The invoices for the foreign see the VAT Act Chapters 8 and 9.

b us i satesrsNbrway shall be
submittedby therepresentative. The
name and address the : -
representativas well aghe foreign More information
b us i n egidration nuneber For additional information, please
(organization number) followed by refer to the brochure titled Guide to
the letters MVAshould be evident  Value Added Tax in NorwayThe
in the invoice. The calculated VAT VAT provisions are laid down in
(output tax)must also be specified the Act relating to Value Added
The invoices shall be issued inat  Tax of 19 Jun€009 no. 58Both
least 3 copies, and at least one of are available from the Norwegian
them shall be kept by the Tax Administration website at
representative. www.skatteetaten.noNote that the
guide and traslated Act may not
Both the foreign business and the reflect the latest amendments to the
representative are responsible for  Act.
the calculation and the payment of Further information can be obtained
the VAT. from the Tax Office.

Special conditions

Obligations and rights Foreign suppliers of electronic
A business established or resident communications services are
in Norway must carry out its obliged to calculate and pay
bookkeeping according to the Norwegian VAT when such
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