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In brief
The new rules concerning the tax treatment of Norwegian investors in investment funds have
entered into force on 1 January 2016 to:
(a) change the taxation at the hand of the investors in investments fund,
(b) require new tax reporting to Norwegian tax authorities as from 2017 and
(c) change the taxation for Norwegian tax resident funds.

In detail
The most important changes
According to the new regulations, the portion of the fund’s equity investments in its portfolio will
determine the classification of the unit holder’s type of income and tax treatment. The “equity portion”
of the fund must be determined and reported annually.
Norwegian collective investment funds must report information for the investors’ tax assessment
directly to the tax authorities. Non-Norwegian funds (offshore funds) don’t have to provide such
reporting. However, the Norwegian investors investing in offshore funds will expect these funds to
provide relevant tax data to file their tax return.
The taxation of the Norwegian investors
Taxation of Norwegian investors will depend on classification of income from the fund.
Investment funds with an equity portion above 80% will be considered “equity income funds”.
Meanwhile, investment funds with an equity portion lower than 20% will be considered “interest
income funds”. Specific considerations apply for funds having an equity portion between 20% and
80%.
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From this classification derive the following taxation rates at the level of Norwegian investors:
NORWEGIAN TAX RATES
Interest income – general tax
rate

Equity income – capital
gains/dividends

2016

2017

2018*

2016

2017

2018*

Private investor

25 %

24 %

23 %

28.75 %

29.76 %

30.59 %

Company investor
encompassed by participation
exemption method

25 %

24 %

23 %

0 %/0.75
%**

0 %/0.72
%**

0 %/0.69
%**

Company investor not
encompassed by participation
exemption method (e.g. life
insurance company)

25 %

24 %

23 %

25 %

24 %

23 %

* future tax rates have not been decided, these rates are based on proposed changes
** 0 % applies if the investor owns more than 90 % of the company, in other cases the latter rate applies

Calculation of the equity portion and information to be tracked
The equity portion is calculated by dividing the value of all equity assets by the value of all assets less
cash at the beginning of the calendar year. The classification of equity instruments must be done
according to Norwegian tax legislation, and can’t be solely based on accounting principles. For
example, specific considerations need to be taken into account for investments in target funds or
derivative instruments.
Under the Norwegian taxation regime, private investors can enjoy some exemptions on their taxable
basis (“tax shield”). For private investors, the tax exemption according to the tax shield regime only
applies to the equity portion of the investment. Similarly, for corporate investors encompassed by the
participation exemption method, tax exemption only applies to the equity portion of the investment.
When an investment is sold, gains and losses have to be calculated for tax purposes based on a first-infirst-out principle.
Tax reporting for offshore funds
Norwegian investors will seek for investments in offshore funds that offer a reporting, which allows a
correct tax treatment. The Norwegian tax reporting is strongly expected to become a market entry
hurdle.
The information needed for the tax assessment in Norway is very comprehensive and complex. Data
must be collected based on the fund’s investments on 1 January each year, as well as each and every
change in the fund’s participation.
The data should contain:
(a) Identification of the investor – whether the investor is private or corporate, and for the latter –
whether the participation exemption method applies.
(b) Calculation of the fund’s equity portion as of 1st of January each year. For investments made before
7 October 2015 and invests made between 7 October and 31 December 2015, special regimes apply.
(c) The relevant information on the equity portion whenever the participation in the fund changes and
upon any distribution
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In conclusion
How can we help?
We can help fund managers comply with the new Norwegian tax requirements either by reviewing the
existing calculation methodology or by providing the required data.
Pre-requisite analysis
We can assist you with an analysis of whether or not the foreign fund is to be classified as a securities
fund under the Norwegian Tax Act.
Monitoring model
Technical memo/guideline describing the securities fund regulation and classification of the fund for
Norwegian investors.
Review of the equity portion assessment made by the fund manager per 1 January each year for each
sub-fund/compartment.
Review the model of calculation developed internally or externally (fund administrator), the list of
qualifying assets and answers to ad-hoc questions. We can perform periodical review upon request.
Outsourcing model
We can develop a calculation model based on raw accounting data provided by the fund administrators
and prepare required data for you.
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PwC Luxembourg (www.pwc.lu) is the largest professional services firm in Luxembourg with 2,700 people employed from 58 different countries.
PwC Luxembourg provides audit, tax and advisory services including management consulting, transaction, financing and regulatory advice. The firm
provides advice to a wide variety of clients from local and middle market entrepreneurs to large multinational companies operating from Luxembourg
and the Greater Region. The firm helps its clients create the value they are looking for by contributing to the smooth operation of the capital markets
and providing advice through an industry-focused approach.
The PwC global network is the largest provider of professional services in the audit, tax and management consultancy sectors. We’re a network of
independent firms based in 157 countries and employing over 223,000 people. Talk to us about your concerns and find out more by visiting us at
www.pwc.com and www.pwc.lu.
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