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WRITTEN BY KPMG LLP TO BE USED, AND CANNOT BE USED, BY A 
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(i) AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR 
(ii) PROMOTING, MARKETING OR RECOMMENDING TO ANOTHER PARTY 
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Preface

KPMG LLP’s (KPMG) Film Financing and Television Programming: A Taxation 
Guide, now in its sixth edition, is a fundamental resource for film and television 
producers, attorneys, tax, and finance executives involved with the commercial 
side of film and television production.  The guide is recognized as a valued 
reference tool for motion picture and television industry professionals.  
Its primary focus is on the tax and business needs of the film and television 
industry with information drawn from the knowledge of KPMG International’s 
global network of media and entertainment Tax professionals.

KPMG published the first guide more than 15 years ago as a resource for global 
coverage of incentives and tax updates as they apply to the film and television 
industry. Subsequent editions expanded into coverage of financing techniques, 
credits/incentives, and a thorough appendix of withholding tax rates–a valuable 
reference tool for all finance and tax professionals.

Each chapter of the sixth edition focuses on a single country and provides a 
description of commonly used financing structures in film and television, as 
well as their potential commercial and tax implications for the parties involved. 
Additionally, the United States chapter focuses on both federal and state 
incentives, highlighting the states that offer the more popular and generous tax 
and financial incentives.  Key sections in each chapter include: 

Introduction
A thumbnail description of the country’s film and television industry contacts, 
regulatory bodies, and financing developments and trends.

Key Tax Facts
At-a-glance tables of corporate, personal, and VAT tax rates; normal non-treaty 
withholding tax rates; and tax year-end information for companies and 
individuals.

Financing Structures
Descriptions of commonly used financing structures in film and television in the 
country and the potential commercial tax implications for the parties involved.  The 
section covers rules surrounding co-productions, partnerships, equity tracking 
shares, sales and leaseback, subsidiaries, and other tax-effective structures.

Tax and Financial Incentives
Details regarding the tax and financial incentives available from central and local 
governments as they apply to investors, producers, distributors, and actors, as 
well as other types of incentives offered.

Corporate Tax
Explanations of the corporate tax in the country, including definitions, rates, and 
how they are applied.
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Personal Tax
Personal tax rules from the perspective of investors, producers, distributors, 
artists, and employees.  

Appendices
Additionally, withholding tax tables setting forth the non-treaty and treaty-based 
dividend, interest, and film royalty withholding tax rates for the countries 
surveyed are included as an appendix and can be used as a preliminary source 
for locating the applicable withholding rates between countries. 

KPMG and Member Firm Contacts
References to KPMG and KPMG International member firm contacts at the end 
of each chapter are provided as a resource for additional detailed information.

The sixth edition of KPMG’s Film and Television Tax Guide is available in 
an online PDF format at www.kpmg.com/filmtax and on CD.  The guide is 
searchable by country. 

Please note: While every effort has been made to provide up-to-date 
information, tax laws around the world are constantly changing. Accordingly, the 
material contained in this book should be viewed as a general guide only and 
should not be relied upon without consulting your KPMG or KPMG International 
member firm Tax advisor. 

Finally, we would sincerely like to thank all of the KPMG International member 
firm Tax professionals from around the world who contributed their time and 
effort in compiling the information contained in this book and assisting with 
its publication.  Production opportunities are not limited to the 35 countries 
contained in this guide.  KPMG and the other KPMG International member 
firms are in the business of identifying early-stage emerging trends to assist 
clients in navigating new business opportunities.  We encourage you to consult 
a KPMG or KPMG International member firm Tax professional to continue the 
conversation about potential approaches to critical tax and business issues 
facing the media and entertainment industry.

Thank you and we look forward to helping you with any questions you may have. 
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Introduction
The Ministry for Cultural and Church Affairs on July 1, 2001 established 
a foundation as a civil executive body under its auspices. The Norwegian 
Film Fund (the Film Fund) is charged with administering all national 
support for film production in Norway. According to its Statutes, the 
Film Fund shall also advise the Ministry for Cultural and Church Affairs 
on film policies. The Norwegian representation at Eurimages and the 
Norwegian MEDIA Desk is furthermore affiliated with the Film Fund.

The film industry is also trying to gain some tax concessions for the industry 
to attract private capital, but this work is still in its early stages. However, 
the Norwegian Government has issued a decree (Soria Moria-erklæringen) 
stating that Norwegian film activity shall be given a high priority in the future.

With regard to income tax, most film and theatre activities in Norway are 
directly subordinated municipal administration and, as a consequence, box 
office receipts are tax-free. However, for those who operate as privately 
owned corporations (very few), taxes have to be paid on company profits.

In 2004/2006 a comprehensive corporate tax reform was implemented in 
Norway. For personal shareholders income tax on dividend receipts above a 
basic allowance has been introduced. More importantly, an exemption regime 
for companies for dividends and capital gains/losses on shares and parts in 
partnerships has come into force. However, from 7 October 2008, 3 percent 
of exempted income under the exemption method must be added back to 
taxable income. Also, under this regime, there is no withholding tax on dividend 
payments to corporate shareholders within the EEA provided that a substance 
requirement is met.

Key Tax Facts

Corporate income tax rate 28%

Highest personal income tax rate, employee 47.8%

Highest personal income tax rate, self-employed 51%

Annual VAT registration threshold No minimum threshold

This includes: ordinary/capital income rate 28%

Taxes levied on gross wages, etc.: Surtax varies 
from

9% to 12%

Social security contribution for self-employed: 11%

Chapter 25

Norway

Norway
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For employed 7.8%

VAT rate 25%

Normal non-treaty withholding tax rates: 
Dividends

25%

Interest based on commercial terms 0%

Royalties 0 %

Tax year-end: Companies December 31

Tax year-end: Individuals December 31

Film Financing
Financing Structure
Co-Production
A Norwegian investor may enter into a Norwegian based co-production 
(joint venture) with a foreign investor to finance and produce a film in Norway. 
The film rights may be divided worldwide among the joint venture members 
although the Norwegian company may retain exclusive rights in Norway. It 
should be noted that the entity subject to taxation normally would not be the 
joint venture itself, but each investor in the joint venture. Normally, the joint 
venture would be considered to be a partnership under Norwegian law if the 
participants under the agreement jointly form a business activity of some 
duration, sharing the profits and losses, and at least one of the participants has 
unlimited liability for the debts of the joint venture. A joint venture agreement 
where the purpose of the business activity is limited to a particular project would 
thus in many cases be a partnership. The fact that a co-production arrangement 
has been agreed does not necessarily mean that a partnership profit sharing 
arrangement exists. The arrangement would need to be reviewed from each 
investor’s viewpoint to determine precisely the tax position of each party.

As long as the foreign investor cannot be said to be carrying on a trade or 
business in Norway in order to exploit film rights, Norwegian tax would 
be chargeable solely in respect of the Norwegian investor’s activities 
and any other trade that the foreign investor may carry on in Norway. 
Consequently, it is vital that the joint venture legal agreement cannot 
be construed in such a way that the foreign investor can be regarded as 
carrying on a film production business in Norway or exploiting film rights. 
Unless the transaction is carefully structured, the foreign investor may 
be taxed on the full amount of its profits arising from film production and 
exploitation. The investor would need to help ensure that his or her film 
rights do not form a Norwegian activity.

Norway
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It is likely that a film production project lasting for some months may infer 
that a permanent establishment is being established in Norway. This may 
cause some discussions with the Norwegian tax authorities. If the foreign 
participants are treated as having a permanent establishment in Norway, 
they are taxable on the basis of the income attributable to the permanent 
establishment. Assuming that the film rights are deemed to be allocated 
to such a permanent establishment, there is a risk that worldwide income 
from the rights would be taxable in Norway. Where a foreign investor 
receives royalties from Norway in such a case, there is a risk that the income 
would be classified as business income and not royalties, depending on 
the circumstances. Where such income is regarded as business profits 
it depends on the tax treaty whether or not the recipients can obtain 
deductions in their resident country.

Partnership
A more formal arrangement than the co-production joint venture described 
above, is a partnership. Norwegian law provides for several kinds of 
partnerships, all of which are treated as transparent for tax purposes, as 
the partnership is not treated as a tax entity and partners are taxed on 
their respective shares of the partnership profits. The partners are taxed in 
accordance with the ordinary rules applying to business activities. When 
a partnership is set up under Norwegian law, the tax authorities would 
normally consider the partnership resident in Norway and liable to Norwegian 
taxation. It is more likely to be advantageous to carry on the Norwegian 
activities through a separate partnership.

Profit Taxation
From 2006 the split model is replaced by additional taxation on distributed 
profit to personal partners as general income. Thus, the partners are still 
subject to 28 percent taxation on all income irrespective of distribution, 
supplemented by 28 percent additional taxation on distributed profits to 
personal partners. In order to compensate for the initial 28 percent taxation, 
only 72 percent of the distributed profit would be taxable.

Distribution of Profits
To avoid chain taxation when shares are owned by limited companies, the 
taxation of companies’ income from shares has been abolished. Such tax 
exemption applies both to distribution of business profits and to capital 
gains, except for a claw back of 3 percent on net gains and dividend. 
Correspondingly, capital losses on shares are no longer deductible.

Norway
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For personal participants in partnerships and other transparent entities, 
the Government has decided to shield income in order to achieve equal 
treatment of partnerships and limited companies. In such companies, 
there would be reduced tax on a deemed risk free return on capital (basic 
allowance), whilst other income would be taxed as earned income.

Such partnership taxation would help ensure the same level of taxation 
on both retained and distributed profit as in limited companies and the 
maximum marginal tax rate of distributed income would be 48.16 percent 
(0.28+0.72*0.28).

This model implies that:

•	 There is no formal difference in treatment between active and non-active 
participants

•	 There is no significant difference in treatment between the professions 
and other businesses

•	 There is no limitation on deemed earned income

•	 There is no reduction for salary expenses in the deemed earned income

•	 The amount that is taxed as investment income would equal the dividends 
for shareholders

Surtax
A partner or shareholder working for a partnership or limited company may 
also be subject to surtax. The basis for the surtax calculation is the same 
as contributions to NSSS, (National Social Security System, see section on 
“Employees”) gross salary, including benefits in kind, and net profit on any 
expenses remunerated by the employer.

In the surtax calculation a base amount is deductible. The deductible amount 
depends on which tax class the person belongs to. In Norway there are two 
tax classes. Single parents that are responsible for children below the age of 
18 (or in fact support children above the age of 18) are taxed in class two. All 
others are taxed in class 1.

The surtax is calculated as follows in 2009:

Class 1 and 2:

Salary income up to NOK 441,000 0%

From 441,000 to 716,600 9%

Above NOK 716,600 12%

Norway
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Limited Company
A shareholder’s contribution to a limited joint stock company is not 
deductible for tax purposes. Thus, repayment of a shareholder’s contribution 
is normally tax free.

For corporate shareholders an exemption system applies to all investments 
within the EEA. Under new rules, applicable from 2008, the exemption 
method, in relation to companies resident in low tax countries (i.e. the 
level of taxation is equal to 2/3 or more of the Norwegian tax if the foreign 
company had been resident in Norway) within the EEA, will only apply if the 
company invested in fulfils certain substance requirements. In the language 
of the legislation, it applies only if such a company is properly established in 
and performs real economic activity in the relevant country. The fulfilment of 
this criterion is based on the particular facts and circumstances.

For investments outside the EEA, the exemption method applies only if the 
shareholder holds 10 percent or more of the share capital and the voting rights 
of the foreign company. The shares must be held for a period of two years or 
more. Further, the distributing company must not be lowly taxed (i.e. the level of 
taxation is equal to 2/3 or more of the Norwegian tax if the foreign company had 
been resident in Norway). For investments outside the EEA not qualifying for the 
exemption, dividends and gains will be taxable and losses will be deductible.

However, from 7 October 2008, 3 percent of the exempted income under the 
exemption method must be added back to taxable income.

Companies may continue to deduct interest on debt incurred in order to 
finance acquisitions of shares from other taxable income.

Acquisition of Distribution Rights
Investors who do not enter into a co-production venture with a production 
company may possibly finance a film to an agreed proportion by acquiring 
certain distribution rights in the film. They may decide to retain such rights as 
profit. The tax treatment of the expenditure depends on whether or not rights 
are retained (see below under “Amortization of Expenditure – Depreciation”).

Equity Tracking Shares
These shares provide for dividend returns dependent on the profitability 
of the film production company’s business. Equity tracking shares have 
the same rights as ordinary shares, but provide for profit linked dividend 
distribution equated to the tracking shares. The investor acquires such shares 
in the company producing or holding rights in the film. These shares may 
have the same rights as the production company’s ordinary shares/common 

Norway
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stock. For Norwegian tax purposes the dividend paid on the tracking shares 
is treated in the same way as dividends paid on share capital. There is no 
difference in the treatment of a dividend paid by a Norwegian resident 
company on ordinary and equity tracking shares.

The company is not entitled to deduct distributed dividends and dividends 
received by an individual shareholder are taxed at the ordinary rate, but an 
amount equal to a risk-free return on the invested capital is exempt from 
tax. The rate at which the deemed return is determined by the Ministry 
of Finance and corresponds to the interest rate for 3-month government 
loans after taxes (3.8 percent for 2008; the rate for 2009 will be published in 
January 2010). Any tax-free amount in excess of dividends received may be 
carried forward and set against future dividends or capital gains. The tax-free 
amount is computed separately for each share. The regime is applicable 
to all investments in shares both in Norway and abroad and also applies to 
investments in CFCs (under a complicated technical formula).

If dividend received is liable to withholding tax, a resident individual 
shareholder is entitled to foreign tax relief, cf. below.

Yield Adjusted Debt
A film production company may sometimes issue a debt security to investors 
where the yield may be linked to revenues from specific films. The principal 
may be repaid on maturity and there may be a low rate of interest stated on 
the debt instrument. However, at each interest payment date a supplemental 
payment may be paid if a predetermined amount is reached or exceeded. 
For Norwegian tax purposes, this predetermined amount would probably be 
classified as debt. The classification of the amount for tax purposes would 
depend on the terms of the agreement.

The conditions which determine whether or not it is treated as a dividend, 
royalty or interest are highly complex. The loan should in all circumstances 
be based on commercial conditions. With regard to taxation, a question of 
thin capitalization may arise, which may result in the tax authorities refusing 
to accept a deduction for the payment. As a general rule, the tax authorities 
would normally accept deductible interest on loans if such loans could have 
been obtained from a third party or a financial institution, etc.

Sale and Leaseback
In order to avoid cash flow problems and match investment expenses 
with future income receipts, a film production company may sell a film to 
a partnership, which then licenses the film rights back to the production 
company. As to contracts for cross-border leasing, hiring out, loan 

Norway
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arrangements and purchases on credit, the tax assessment and tax base 
may vary according to the contract in question. It is important that the 
wording of the contract is in accordance with its realities.

There are two different types of leasing arrangements: operating leases and 
finance leases. With regard to film, operating leases are the most common.

Operating leases are considered as ordinary hire. The lessor acquires an 
object and lets it out to another person for a certain consideration for a 
certain period of time, which may be extended. The lessor is the owner 
of the object and remains so. Usually the lessor has the right to perform 
maintenance on the object in question. A contract for an operating lease 
is often valid for a period of one or two years at a time, and often extended 
automatically for a new period if not terminated by any of the parties within 
a certain time limit before the expiry date. This type of contract is often used 
for machinery that is easily outdated and where the producer or the lessee 
wants the product to be exchanged for newer models. An operating lease 
can include an option for the lessee to buy the object at a reduced price after 
a certain period of time.

There is no statutory legislation to levy withholding tax on lease payment 
out of Norway.

If the contract in reality is a purchase agreement, and where the lessee has 
the right to test the object for a short period, then the leasing contract may be 
considered by the authorities to be a sales contract right from the beginning.

Finance leases are normally considered as sales arrangements. Under a 
Norwegian finance lease, the lessee would normally have the option to buy 
the asset after a period of time, when the accrued rent has financed most 
of the expenses. If the contract states that the lessee has an obligation to 
buy the asset at the end of the leasing period, the finance lease agreement 
would be considered as a sales agreement by the tax authorities.

Other Tax-Effective Structures
Where a foreign company decides to set up a Norwegian subsidiary to 
produce the film in Norway, the investor may prefer an equity investment. 
The dividend contributed to the foreign parent company resident within 
the EEA would not be taxed because of the new tax exemption regime. 
However, applicable from 2008, the exemption method will, in relation to 
shareholders resident within the EEA, only apply if the shareholder fulfils 
certain substance requirements. Furthermore, special rules still apply for 
“group contributions,” although consolidated tax returns are not allowed 
under Norwegian tax law.

Norway
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A general arm’s-length rule is laid down in Section 13-1 of the General Tax 
Act 1999 (the GTA). This provides that, where the income or wealth of a 
Norwegian resident company is reduced due to transactions with a related 
party, the authorities are empowered to estimate the amount of the shortfall 
in income or wealth and assess this to Norwegian tax.

By virtue of the amendments effective from 1 January 2008, the GTA 
provides explicitly that the OECD Guidelines (Transfer Pricing Guidelines 
for Multinational Enterprises and Tax Administrations) must be taken into 
consideration when applying the Norwegian arm’s-length principle between 
Norwegian and foreign-related entities.

Transfer Pricing Documentation Requirements from 1 January 2008

As of 1 January 2008, new reporting requirements and transfer pricing 
documentation rules apply to companies that own or control directly or 
indirectly, either alone or together with a related party, at least 50 per cent of 
another legal entity.

According to the new rules, taxpayers must prepare transfer pricing 
documentation. The scope of the documentation required will vary according 
to the type of controlled transactions, the complexity of the transfer 
pricing issues and volume of intra-group transactions. Nevertheless, the 
tax authorities point out that some aspects are common for all transfer 
pricing matters and that they will expect these elements to be covered in 
any transfer pricing documentation presented to them. These main items 
include:

•	 Descriptions of the organization, the company and the industry

•	 Descriptions of the controlled transactions

•	 Functional and risk analysis

•	 Comparability analysis

•	 Choice of transfer pricing method(s) – reasons (and rejection reasons)

Tax and Financial Incentives
General Conditions for Public Support
Financial assistance for short and feature films is limited to films of 
Norwegian origin which:

•	 Are made by a Norwegian producer, individual or company

•	 Contribute significantly to national cinematographer art and culture

•	 Are made in either the Norwegian or Lapp language

Norway
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Co-productions with foreign producers are eligible and/or are entitled to 
government monetary support in proportion to the capital allocated to its 
Norwegian co-producer, provided that the film is made with dialogue in 
either the Norwegian or Lapp language and a reasonable balance exists 
between national and foreign investment in terms of capital, labour, artistic 
contribution, profits and rights.

Production Support
Production support is given mainly by three national institutions, either 
individually or in combination. For the project to qualify for production support, 
an application must be approved by production executives and the governing 
boards of these institutions. The support is granted at the pre-production 
stage and paid in installments linked to the progress of the production 
process. Production support does not have to be repaid. The recipients must 
submit, inter alia, audited accounts of production costs to the Norwegian Film 
Institute (NFI). The NFI distributes and supports feature films, fiction films and 
documentaries through the Feature Film Commissioning Executive at the NFI.

The Film Fund supports feature length films, fiction, documentaries and 
shorter fiction according to certain requirements. The Film Fund aims to 
support the production of Norwegian quality films, especially films for 
children.

Available support totals approximately EUR 30 million annually. Within the 
legal framework of the Regulations for Support for Audiovisual Production, 
issued by the Ministry for Cultural And Church Affairs on August 8 2007, the 
Film Fund operates eight different schemes:

•	 Support for production of feature-length films (national films and majority 
co-productions)

•	 Support for production of short films

•	 Support for production of minority co-productions

•	 Support for production of television series

•	 Support for development of interactive productions

•	 Support for production of films on commercial criteria

•	 Box-Office bonuses (automatic support in proportion to ticket sales)

•	 Development support for film production companies

In addition, the Film Fund may provide development grants and marketing 
(P&A) support upon application.

Norway
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Support is available to professional, independent audiovisual production 
companies registered in Norway, for the production of films in the Norwegian 
or Lapp languages. However, there is a new proposal including EEA resident 
companies and companies resident in Switzerland shall be entitled to 
apply for support. This is as a result of the EOS legislation. A ceiling of NOK 
30 million (CPI-adjusted annually) applies to support of any one, single project 
(production support and automatic support combined). Support is provided 
as conditionally repayable loans.

Norsk Film AS provides support for the in-house production of feature films.

The drama department of the Norwegian Broadcasting Corporation (NRK/TV) 
may also provide production financing.

In addition, production support may also be available for European co-
productions. The Nordic Film and TV Fund supports Nordic co-productions, while 
Eurimages is a support vehicle of the EU Commission, for film productions 
where more than three of Eurimages’s Member States are involved in a co-
production. Eurimages’s funding is normally given through loan agreements.

Other feature film support is script development and project development.

For short films as well as for feature films, production support is granted at 
the pre-production stage and paid in installments linked to the production 
process. The production support is not repayable, but recipients must submit 
audit accounts of production costs to the civil management section of the 
Norwegian Film Institute for scrutiny, on completion of the production.

Norwegian feature films in Norwegian cinemas are normally entitled to a 
bonus of 55 percent of the gross box office receipts. Films for children are 
entitled to a 100 percent bonus. The box office bonus has an upper limit, 
based on the amount of financial risk taken by the producer. The higher the 
producer’s financial share in the production, the higher the subsidy’s ceiling. 
The Norwegian Film Institute fixes the bonus before production starts, based 
on the calculations and projected costs reported by the producer, and on the 
amount of public support granted.

According to the Regulation on support for film production companies, 
issued by the Ministry for Cultural and Church Affairs on August 21 2007, 
it is also possible for the film production companies to apply for support. 
The support may be given for development of business opportunities within 
audiovisual production or development of film projects.

Support is available to companies registered in Norway, branches and 
companies within the EEA.

Norway
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Investors
There are as of yet no special tax incentives designed solely for film 
producers or film distributors in Norway. The following tax incentives might 
be applicable to individuals involved in the film industry.

Any loss on an investment in shares can be deductible against capital 
income for personal shareholders, provided that the person has adequate 
taxable income in Norway. As capital gains are not taxable for corporate 
shareholders, these are neither entitled to tax deduction for loss on disposal 
of shares.

In a partnership, the partners share pro rata in the underlying assets and loss, 
if any. For personal partners, distributed amounts can be taxed as capital 
income to the extent they exceed a basic allowance.

Companies regularly obtain relief for production costs incurred (see above) as 
their investments are automatically treated as business assets and therefore 
any decrease in value is tax deductible.

Actors and Freelancers
There are particular incentives available for actors and artists engaged in film 
production in Norway. Read more under “Personal Taxation” below.

Other Financing Considerations

Tax Costs of Share or Bond Issues
No capital duty tax is imposed in Norway on any issue of shares or loan capital.

Exchange Controls and Regulatory Rules
There are no specific exchange controls or other regulatory rules relating 
to the restriction of currency movements in Norway except for reporting 
obligations to the Central Bank of Norway. The Central Bank of Norway 
has a control function and a statistical reporting obligation (cash exceeding 
NOK 25,000 should be declared).

Corporate Taxation
Recognition of Income
Film/Television Program Production Company – Production Fee Income
Norwegian Resident Company
If a single purpose company is set up in Norway to produce a film, video 
or television program without acquiring any interest in the product, e.g. 
a “camera-for-hire” company, the tax authorities might query the level of 
attributed income if they believe it is below a proper arm’s-length rate, cf. 
the transfer pricing rules. It is difficult to be specific about which level will 
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be accepted, but the lower the rate, the more likely an inquiry. In any case, 
the basis for the level of fee which is set should be clearly documented. 
The production company’s accounts must be drawn up in accordance with 
generally accepted Norwegian accounting principles.

Foreign Company
If a foreign company is treated as having a permanent establishment in 
Norway, the Norwegian tax authorities would probably seek to attribute to 
it a share of the total profit related to the Norwegian activity, by establishing 
an arm’s-length consideration for the activities performed by the Norwegian 
branch. The permanent establishment is taxed under the ordinary corporate 
income tax rate at 28 percent. Please note that there is no statutory 
legislation to levy branch tax in Norway.

Film Production Company – Sale of Distribution Rights
If a Norwegian resident company sells distribution rights in a film or 
television program to another company in consideration for a lump-sum 
payment in advance and subsequent periodic payments based on gross 
revenues, the sales proceeds would normally be treated as ordinary business 
income. There are no special rules covering the transfer of intangible assets, 
but see above concerning the differences between leasing and selling.

Film/Television Program Distribution Company
If a Norwegian resident company acquires rights in a film or television 
program from another company, the payment for the acquisition of the rights 
is normally treated by the distribution company as an expense deductible for 
Norwegian tax purposes.

Related Parties: Transfer of Film Program/Rights; Distribution as Sales Agent
Where a worldwide group of companies holds rights to films, videos or 
television programming, and sublicences these rights to a related Norwegian 
company, it needs to help ensure that the level of licence payments and 
commission income to be earned by the Norwegian company is justified. 
Any transaction within a worldwide group of companies is liable to be 
challenged by the Norwegian tax authorities since they would seek to apply 
an open-market third-party value to such transactions.

The Television Broadcaster
The television broadcaster, the cable channel provider and the satellite 
channel operator are like the cinema exhibitor, the last link in the production 
chain. Unlike the cinema exhibitor they are often a vital resource in the 
financing process for films and programming.

Norway
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The Norwegian public broadcaster, NRK, derives a substantial amount of 
its income from a statutory license fee payable by each Norwegian home, 
but also covers an increasing proportion of its costs by selling its programs, 
entering into co-productions and making advances to producers to help fund 
films and programming in return for first transmission rights and a share of 
any subsequent profits. As far as we know, the principal source of income for 
non-public broadcasters in Norway is advertising income, but the publisher 
can also derive income from the sales of its own product to third parties.

Amortization of Expenditure
Depreciation
Assets with costs exceeding NOK 15,000 and with an estimated useful life 
of at least 3 years in a Norwegian business, may normally be depreciated 
according to the declining balance method. Assets costing less than 
NOK 15,000 may be taken as expenditure in the year of the acquisition. 
Assets are divided into different groups with different depreciation rates, 
varying from 2 to 30 percent. In general, depreciation may start in the 
year of delivery. An asset that has previously been used abroad may be 
depreciated in Norway provided that the asset is intended to be used in a 
permanent business activity in Norway. The depreciation may start when 
the asset is transferred to Norway.

Time-limited rights may be depreciated over the life-time of the right. 
For intangibles other than goodwill, the assets may be depreciated only if  
there is a substantial decrease of the value of the intangible.

From the viewpoint of capital gains generally, the taxpayer may choose to 
deduct all or part of the proceeds from disposal of the depreciated assets 
from the asset balance instead of treating it as taxable income in the year 
of sale. If the deduction of disposal proceeds results in a negative balance 
in a category, the negative balance must be written down by an annual 
amount that equals the net balance multiplied by the depreciation rate for 
the category for the same year. This amount must be treated as ordinary 
business income for the year. However, gains/losses arising from the 
disposal of ships, aircraft, industrial and commercial buildings, etc., must be 
transferred to a special gain and loss account. At least twenty percent of the 
net balance of these accounts must be treated as ordinary business income 
(or not more than 20 percent of the loss) each year.

For the depreciation of the film master tape, it is important to determine 
whether the product is to remain with the producer or if it is going to be sold.

Norway
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According to the Norwegian Ministry of Finance it must be determined for 
tax purposes whether or not the “master tape” (the very first sample of 
the film) is to be used as a business asset in the producer’s activity. If the 
producer wants to sell the film including the master tape straight away, 
the master tape would be considered as “goods” and the taxation of the 
expenditure to acquire the film would follow the tax rules applying to the 
acquisition of goods. Similarly, if the producer intends to hire out copies of 
the master tape, the master tape would also be considered as goods for 
income tax purposes.

If the film production is considered as a business asset under the rules 
mentioned above, the expenditure must be capitalized. The master tape is 
considered as an intangible asset and does not follow the declining balance 
method mentioned above. Instead there are two different methods of 
depreciation for Norwegian tax purposes.

The first method, the most common method, is an “expected income/cost 
recovery” method. The method involves an expected income basis. Under 
this method, at the end of each accounting period a comparison is made 
between the amount of income that has actually been received in the period 
and an estimate of the income that is expected to be received over the 
remaining life of the film. A proportion of the expenditure is then permitted 
to be written off by reference to that calculation. These rules are designed to 
help ensure that the tax depreciation more closely follows the accounting 
and commercial reality.

The other method which is also accepted by the tax authorities is to write 
down the expenditure over the remaining life of the film.

Gains on the sale of intangibles would be recognized as regular income at 
the time the contract payment becomes enforceable, irrespective of when 
payment is received.

Television Broadcasters etc., Film Program Acquisition Expenditure
No special tax rules apply to program acquisition expenditure besides the 
rules set out above. Neither a film distribution company, a film production 
company nor a television broadcaster has presently any special status under 
Norwegian tax law. Consequently, they are subject to the ordinary rules 
to which other companies are subject. For example, in calculating taxable 
trading profits, they may deduct, for tax purposes, most normal day-to-day 
business expenditure such as salaries, rent, advertising, travel expenses and 
professional costs normally related to the business.
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Losses
Companies may set off trading losses against any taxable profits they 
receive in the same period. Net operating losses which cannot be offset in 
the current year may be carried forward without time limitation, irrespective 
of termination of the business in Norway. In the case of liquidation, such 
losses can be carried back two years. The right to carry forward losses is not 
lost even if all the shares are sold or if the company is merged with another 
company, unless the tax position is the only incitement for the acquisition.

Loss on disposal of shares from a company shareholder is not deductible 
under the tax exemption regime. However, companies may continue to 
deduct interest on debt incurred to finance acquisition of shares from other 
taxable income in Norway.

Due to the impact of the financial crisis on the Norwegian economy, 
companies are given a temporary possibility to set off losses in 2008 and 
2009 against taxed profit in the preceding years. Hence, the tax value of the 
losses will be paid to the companies at the final assessments for the income 
years 2009 and 2010, instead of being carried forward. However, there is a 
cap on the loss carry back of NOK 20 mill per annum.

Foreign Tax Relief
A Norwegian film production or distribution company which receives income 
from abroad should in many cases be able to avoid double taxation. As a 
unilateral measure (i.e. under domestic legislation) to avoid double taxation, 
Norway grants to its residents an ordinary foreign tax credit for income 
tax paid abroad. Foreign tax on business income may be deducted as an 
alternative to taking a tax credit.

The foreign tax credit is calculated based on a basket system. The system 
contains three baskets: (1) income from CFCs and foreign partnerships, 
(2) income from foreign petroleum activities and (3) other foreign income. 
Under the basket system, the taxpayer will only be granted a credit for 
foreign tax calculated on income in one basket against Norwegian tax 
calculated on income in the same basket.

Excess tax credit may be carried forward for 5 years. Under certain 
circumstances, foreign tax may also be carried back 1 year insofar as the 
taxpayer does not incur a tax liability in Norway against which the credit could 
be set off during the following 5 years.
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Where a tax treaty applies, the taxpayer may, in general, choose between 
unilateral and treaty relief. Thus, if the treaty provides for the exemption 
method, the foreign income will be exempt from taxation in Norway. 
However, although the tax treaty applies for an exemption method, the 
foreign tax relief is normally shifted to a credit method when it comes to 
withholding tax on dividends, interest and royalties.

Indirect Taxation
Value Added Tax (VAT)
Where a film producer makes an agreement, for example, with a 
broadcasting company to make a film in Norway, he or she would be 
charged VAT on the production. The producer is obliged to register in the 
VAT register and file the appropriate VAT returns. According to the main 
rule in the Norwegian Value Added Tax Act, Section 3-1, VAT has to be 
charged on the sale of all goods and services. From 1 July 2001, the right 
to cinematographic film is considered as a service.

According to the Norwegian Directorate of Taxes, the expression 
“cinematographic film” includes every feature film ready for showing 
without further sound setting or cutting before it is finished. However, a film 
is considered as finished if only the translation into another language remains 
to be done.

The Norwegian Ministry of Finance has defined “rights” as the right to show 
the film to a public audience. The sale and rental of rights to cinematographic 
films, other than advertising films, is liable to VAT at a rate of 8 percent 
according to the VAT Act section 5-6.

Please note that the sale or hiring out of rights to an advertising film is liable 
to VAT according to the main rule, section 3-1. An advertising film is defined 
as a film which promotes or draws the public’s attention to business goods, 
services, etc.

Furthermore, public-relation films which promote specific companies or 
activities may also be considered as advertising films in this context.

If there is information at the beginning or the end of a film, stating that the 
film is sponsored by specific organizations, companies, etc., this does not 
mean that the film is an advertising film liable to VAT.

The low rate does not apply to a film which is only meant for private use. 
In this situation, the seller or lessee should be treated in the same way as 
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the producer of an advertising film, and would have to charge VAT at the 
ordinary rate of 25 percent.

A film producer would be entitled to deduct the VAT incurred at an earlier 
stage in the manufacturing or service process to the extent the costs have a 
“natural and close” connection with the VAT chargeable activity.

Individuals providing services for the project may be considered as self-
employed if they have several principals are registered for VAT for the 
services provided.

For instance, the following film related services would be considered as 
liable to ordinary VAT rate:

•	 Photographing

•	 Developing, copying, cutting and setting

•	 Recording, editing and mixing the tape

•	 Light setting, decoration, hiring out of movie products, etc. However, 
according to the VAT Act Section 3-7), authors might, through their 
exploitation of the copyright to their own literary or artistic works, not be 
liable to VAT (i.e., this is outside the VAT scope)

Film Laboratories
Film laboratories delivering the finished copies to the film producer would 
not be considered as selling the rights to cinematographic film. The film 
laboratory has to calculate VAT at 25 percent on the invoice to the producer.

Accordingly, the producer may reclaim the VAT charged by the film 
laboratories.

Import of Cinematographic Films for Public Presentation
Import of cinematographic films or master-film meant for public presentation 
and news bulletins are subject to import VAT at a rate of 25 percent. Any 
remuneration, such as royalties and licence fees, paid separately for the right 
to show the film, is also liable to calculation of import VAT to the Norwegian 
Customs Authorities, cf. below regarding DVDs.

The Norwegian Film Supervision Authority (Medietilsynet) reviews all 
cinematographic films for public presentation in order to state the age 
limit, etc. The Film Supervision Authorities charge a fee for the preview and 
authorisation of the film.

Norway
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Import of Film on Videocassettes and DVDs, Not for Public Presentation
Importers of videocassettes/DVDs have to pay 25 percent import VAT to the 
Customs Authority. The import VAT may be deducted by importers registered 
for VAT liable turnover in Norway. The Customs value of the film forms the 
basis for calculation of the import VAT. All costs incurred outside Norway 
relating to the reproduction of the film copies, including subtitling, covers, 
freight, etc., have to be included in the Customs value.

In accordance with the Customs valuation regulations, the right to sell or hire 
out/show the film in Norway should be included in the basis for calculation 
of import VAT, provided that the seller of the videocassette/DVD is also the 
licensee, or payment of the licence fee is a condition for the export sale of 
the film copies to Norway.

The importers of the videos/DVDs have the editorial responsibility for the 
films themselves, thus the videos and DVDs are not subject to a preview 
by the Film Supervision Authority (Medietilsynet). All videos/DVDs must be 
registered with the Film Supervision Authority, and marked in accordance 
with the registration. The Film Supervision Authority charges a fee for the 
registration.

Pornography
The importation of soft (not objectionable) porn material is now considered 
legalized according to the so-called “Flirtshop-case” in the wake of the 
“Aktuell Rapport-case.”

Special Taxes
The Film and Video Bill puts 2.5 percent tax on the gross sale and hiring 
out of theatrical home and commercial video for the Norwegian Cinema 
and Film Foundation (Norsk Kinoog Filmfond).

Personal Taxation
Non-Resident Artists
Income Tax Implications
The Norwegian authorities tax the income of non-resident artists/
entertainers for any performance in Norway according to special legislation 
(The Foreign Artists’ Taxation Act). The artists covered by the act are 
entertainers, such as artists and musicians with theatres, motion pictures 
(including commercials), radio and television artists.

If someone resident abroad performs or participates in events as an artist for 
less than six months in Norway, on a Norwegian vessel or on the Norwegian 
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Continental Shelf, this person is liable to tax according to the Foreign Artists’ 
Taxation Act on the fee received.

The fee received for an event or performance in Norway is taxable even when 
the payment is received by the artist’s group, an enterprise, or a representative 
or commission agent. However, the Norwegian tax liability may be limited by a 
tax treaty between Norway and the artist’s resident country.

All economic remuneration earned in connection with activities as an artist 
in Norway is taxable here. This also applies to benefits in kind. All payments 
covering expenses must be included in the tax base, apart from payments 
covering documented travelling expenses and board and lodging expenses in 
connection with the event in Norway. This also applies to payments covering 
these particular expenses for foreign co-workers travelling with the artist. If the 
artist is covering these particular expenses him/herself, the tax base is reduced 
by the total sum of documented expenses. The tax base is also reduced by 
the commission the artist has paid to the agent who has established the direct 
contact with the Norwegian event organiser. No other expenses are deductible.

When the artist or a foreigner organizes the event and the artist him/herself 
is paying the tax, the income is based and calculated on the ticket sales or on 
any other performance compensation.

The tax rate is fixed once a year. For the income year 2009 the rate is 15 percent. 
The rate is the same whether the artist is employed or performs activities of an 
independent nature.

The event or performance must be reported on a special form to the Central 
Office – Foreign Tax Affairs at the latest three weeks before it is due to take 
place. The obligation to file the report lies with the person who has engaged 
the artist or the person organizing the event. In some cases, it is the person 
who makes a site/venue available for the event who must file the report. If no 
other person is obliged to report the event, the artist must report this to the 
Central Office – Foreign Tax Affairs.

Special rules apply to cultural exchanges between Norway and other countries.

Resident Artists
Income Tax Implications
Individuals are regarded as being resident in Norway when they take up 
residence other than temporary residency. In any case, individuals are 
regarded as tax residents of Norway when they have stayed in Norway 
for more than 183 days during any 12 month period, or 270 days during 
any 36 month period.
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Norwegian resident artists are taxable in Norway on all profits arising in respect 
of their profession, wherever the income arises. If any income is received 
after deduction of overseas withholding tax, tax on such income is normally 
creditable against Norwegian tax computed by reference to the same income.

In calculating the taxable profits arising in respect of a profession, most 
normal day-to-day expenditure may be deducted, such as salaries, rent, 
advertising, travel expenses and legal and professional costs, etc.

Please note that in Norway there is no principal difference between 
residence and domicile.

Employees
Income Tax Implications
Employers resident in Norway are obliged to make regular periodic 
payments to the Norwegian tax authorities in respect of employees’ 
personal tax liabilities arising from salaries or wages paid to them.

Social Security Implications
The Norwegian Social Security System (NSSS) is based on the principle that 
everyone who is a member pays contributions for cover and is entitled to 
benefits. Membership is obligatory for Norwegian residents. Membership 
for expatriates may be either voluntary or obligatory.

Expatriate personnel temporarily assigned to employment in Norway may be 
partly or totally exempted from the NSSS under a reciprocal Social Security 
agreement or on application to the National Office for Social Insurance 
Abroad. Exemption under a reciprocal agreement may be given retroactively 
and is, like an individual exemption, based on application to the National 
Insurance Institution.

Obligatory Membership
Every person resident in Norway is a member of NSSS regardless of 
nationality. Persons taking up residence in Norway for twelve months or 
more are considered residents in this respect. The obligation to be insured 
arises from the time of arrival in Norway.

As a general rule, any person is insured when employed in another person’s 
or company’s service on Norwegian territory for pay or other remuneration, 
even if the person so employed is not resident in Norway and the stay is to 
last less than twelve months. The obligatory insurance commences as soon 
as employment in Norway commences and does not depend on the length 
of employment. This applies regardless of whether the employee is taxable 
in Norway. The employee must pay a full member contribution during his or 
her stay, unless specially exempted.
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Contributions
The Norwegian Social Security System is supported by two obligatory 
contributions, one payable by the employer and one payable by the 
employee.

The employer’s contribution is levied as a fixed percentage on all 
remuneration paid for work done and is due even for work performed 
abroad, unless the employee is not a Norwegian citizen and not a Norwegian 
resident. The only exception applies to self-employed persons. The rates 
range from 0 percent to 14.1 percent of gross payable wages depending 
on the district of residence of the employee. The standard rate for densely 
populated areas is 14.1 percent (2009). The payroll tax paid is deductible for 
income tax purposes.
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