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Subject: Notification of VAT zero rate for electric vehicles  

 

I. Introduction 

Pursuant to Part I Article 1 (3) and Part II Article 2 of Protocol 3 to the Surveillance and 

Court Agreement, the Ministry of Finance (hereafter referred to as the Ministry) on 

behalf of the Norwegian Government hereby would like to notify to the EFTA 

Surveillance Authority (hereafter referred to as the Authority) several measures 

relating to Value Added Tax (VAT) on electric vehicles. The notification comprises: 

 Existing VAT legislation regarding the supply and import of electric vehicles 

 Zero VAT rating for the supply and import of electric vehicles was adopted by the 

Norwegian Parliament in 2001. The measure entered into force in July 2001, cf. 

Value Added Tax (VAT) Act section 6-6 and section 7-1. However, this measure has 

not been notified to the Authority and therefore forms part of the present 

notification.  

 Zero VAT rating for the leasing of electric vehicles and for the sale and import of 

batteries for electric vehicles 

In 2013, the Norwegian Parliament adopted amendments to the VAT Act and the 

VAT Regulation concerning electric vehicles, which involve an extension of the zero 

rating to the leasing of electric vehicles and to the sale and import of batteries for 

electric vehicles. These amendments have not yet entered into in force. 

These measures are described in further detail in Part II of the present notification.  
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It is the Government’s principal position that the measures do not constitute state aid 

according to Article 61 (1) of the EEA Agreement. The measures are notified to secure 

legal certainty. 

In the event the Authority does not share our view we will alternatively argue that the 

measures are compatible with the functioning of the EEA Agreement according to 

Article 61(3). 

The Ministry´s detailed assessment of the notified measures is to be found in Part III of 

the present notification. 

II. FACTS 

This section contains a short description of the Norwegian VAT system and of the 

notified measures. 

1. General overview of the Norwegian VAT system 

Value Added Tax (VAT) was introduced in Norway with effect from 1 January 1970. The 

tax is levied on the final consumption of goods and services and is considered as a fiscal 

tax to secure the State´s income.  

The VAT provisions are laid down in the Act on Value Added Tax of 19 June 2009 No. 

58 1(hereafter referred to as the VAT Act) and the Regulation concerning Value Added 

Tax of 15. December 2009 No. 15402 (hereafter referred to as the VAT Regulation).  

VAT and the VAT rates are adopted annually by the Parliament3. Exemptions and zero 

rates are laid down in the VAT Act and are not adopted annually. However, since 

exemptions and zero rates have economic effects, their adoption and repeal form part of 

the annual budget process.  

Norwegian VAT is collected on the supply of goods and services falling within the scope 

of the VAT Act. The importation and self-supply of goods and services are also 

considered taxable events.  

Persons engaged in trade or business, whose taxable supplies exceed a financial limit of 

NOK 50 000 over a period of 12 months, must be registered in the VAT register and are 

liable to pay the tax.  

                                                 
1
 http://lovdata.no/dokument/NL/lov/2009-06-19-58 

2 http://lovdata.no/dokument/SF/forskrift/2009-12-15-1540?q=merverdiavgiftsforskriften 
3
 The Parliament’s decision concerning value addet tax for 2014 is here:  

http://lovdata.no/dokument/STV/forskrift/2013-12-05-1485 

 

http://lovdata.no/dokument/NL/lov/2009-06-19-58
http://lovdata.no/dokument/SF/forskrift/2009-12-15-1540?q=merverdiavgiftsforskriften
http://lovdata.no/dokument/STV/forskrift/2013-12-05-1485
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A registered person may deduct input VAT on goods and services for use in the 

business cf. section 8-1 of the VAT Act. The deduction right for businesses implies that 

VAT is not finally levied until the goods or services are sold to a customer without a 

right to deduction. Thus, VAT is a tax on the final consumption. 

When reporting VAT to the authorities, the input VAT will be set off against the output 

VAT for the same period. If the input VAT exceeds the output VAT, repayment can be 

claimed from the tax authorities.  

The VAT rates are adopted annually by the Parliament. The general VAT rate is 25 % of 

the net price (taxable base). The VAT rate on foodstuff is 15 %. Certain services are 

levied a reduced rate of 8 %, e.g. passenger transport, admission fees to cinemas and 

museums, hotel accommodation.  

Certain supplies, including health care and social services, are exempted from VAT. 

Exemption means that the supplier of the exempted goods/services with the effect that 

no output VAT shall be charged, and suppliers are not entitled to deduct input VAT. 

Some goods and services, however, are levied output VAT, but the rate is zero. 

Suppliers of such goods and services are nevertheless entitled to credit for input VAT. 

Consequently, the supplier is de facto subsidised through the VAT system.  

There are only a few domestic supply situations which are subject to the zero VAT 

rating. Most of them have existed since the introduction of the VAT in Norway (1970), 

e.g. the zero rating on newspapers, books, periodicals, and electricity for domestic use 

in northern parts of Norway.  

The only zero VAT rating that has been introduced into the Norwegian VAT legislation 

after the entry into force of the EEA Agreement is the zero rating for electric vehicles, 

which is the subject of this notification.  

2. Zero VAT rating for electric vehicles 

2.1 Zero rating for the supply and import of electric vehicles 

The Norwegian Parliament adopted the zero VAT rating for the sale and import of 

electric vehicles in connection with the Parliament´s adoption of the budget for 2001, cf. 

VAT act section 6-6 and section 7-145. The zero VAT rating is one of several measures 

aimed at stimulating the use of electric vehicles.  The measure came into force 1 July 

2001, but has not been notified to the Authority. 

                                                 
4
 Previous VAT Act (Act 19. June 1969 No 66) section 16 (1) No 15 

http://lovdata.no/pro/#document/ROL/lov/1969-06-19-66?searchResultContext=1424 
5
 Innst. O. nr. 24 (2000-2001) point 11.1 

https://www.stortinget.no/Global/pdf/Innstillinger/Odelstinget/2000-2001/inno-200001-024.pdf 

 

http://lovdata.no/pro/#document/ROL/lov/1969-06-19-66?searchResultContext=1424
https://www.stortinget.no/Global/pdf/Innstillinger/Odelstinget/2000-2001/inno-200001-024.pdf
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It is the Ministry’s position that the measure does not constitute state aid. However, the 

zero rating for the supply and import of electric vehicles forms part of this notification 

since the Ministry wishes to obtain legal certainty on this issue. 

The zero rating covers the sale and import of all electric vehicles for both public and 

private use, provided that they are registered in the Central Motor Vehicle Register. All 

producers, importers and distributors are entitled to supply and import electric vehicles 

subject to zero rating, i.e. there is no discrimination between different car 

manufacturers and/or dealers of electric cars. 

2.1.1 Budget 

The zero rating results in a revenue loss for the state, the size of which depends on the 

number of electric vehicles sold and their sales price. The value of the zero rating for 

electric vehicles is estimated to amount to approximately NOK 500 million in 2013, and 

to approximately NOK 1 billion in 2014. The estimated revenue losses caused by the 

zero rating for the supply and import of electric vehicles since 2001 are shown in figure 

1. The estimates are uncertain. 

Figure 1. Estimated yearly revenue loss from zero rating sales of electric vehicles. 2001 to 

2013. Million NOK in 2014-prices.  

  

Source: The Ministry of Finance. 
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the sale and import of batteries to electric vehicles, cf. VAT act sections 6-6 and 7-16 

with amendments in italics. However, these amendments have not yet entered into 

force, and will not be implemented unless the Authority considers these measures to be 

compatible with the EEA Agreement7. 

The Ministry wishes to notify the zero rating for the leasing of electric vehicles and for 

the sale and import of batteries to electric vehicles in order to obtain legal certainty as 

regards their compatibility with the EEA Agreement.  

The Ministry is working on a Regulation proposal with detailed rules concerning the 

zero rating for the leasing of electric vehicles and the sale and import of batteries to 

electric vehicles. Important issues are the duration of the leasing contract and the use 

of the batteries. A battery can be used both in electric and hybrid vehicles, but the 

exemption should apply only to batteries used in electric vehicles. 

2.2.1 Budget 

The Ministry does not have any information on the number of leased electric vehicles. 

Since buying electric vehicles is more favourably treated in the VAT system than 

leasing electric vehicles, it can be assumed that the number of leased electric vehicles 

is relatively low. 

It can be assumed that the value of the zero rating amounts to approximately NOK 

10 000 per year per vehicle. Based on an assumption that 2 000 electric vehicles are 

leased in 2014, the value of zero rating for the leasing of electric vehicles can be 

estimated to approximately NOK 20 million in 2014.  

The sales price and lifetime of batteries for electric vehicles vary. Limited information is 

available regarding the sales price and the expected lifetime of batteries for electric 

vehicles. However, based on information from the Norwegian Electric Vehicle 

Association, we can assume that the average sales price of a battery is NOK 100 000 

including VAT. As an example we can assume that approximately 5 per cent of the 

electric vehicles will change batteries in 2014. The value of the zero rating for the sale 

and import of batteries to electric vehicles can then be estimated to NOK 35 million in 

2014. This value will increase as more electric vehicles get older and need to change 

batteries. 

In general, the value of the zero rating for the leasing of electric vehicles and for the 

sales of batteries to electric vehicles is expected to increase in line with the number of 

electric vehicles.  

                                                 
6
 https://www.stortinget.no/no/Saker-og-publikasjoner/Publikasjoner/Innstillinger/Stortinget/2013-

2014/inns-201314-004/34/  

7
 http://www.regjeringen.no/nb/dep/fin/dok/regpubl/prop/2013-2014/Prop-94-LS-2013-

2014/12.html?id=761372  

https://www.stortinget.no/no/Saker-og-publikasjoner/Publikasjoner/Innstillinger/Stortinget/2013-2014/inns-201314-004/34/
https://www.stortinget.no/no/Saker-og-publikasjoner/Publikasjoner/Innstillinger/Stortinget/2013-2014/inns-201314-004/34/
http://www.regjeringen.no/nb/dep/fin/dok/regpubl/prop/2013-2014/Prop-94-LS-2013-2014/12.html?id=761372
http://www.regjeringen.no/nb/dep/fin/dok/regpubl/prop/2013-2014/Prop-94-LS-2013-2014/12.html?id=761372
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III. Assessment 

For the purpose of the State Aid assessment, the Ministry will not differentiate between 

the existing zero VAT rating for the supply and import of electric vehicles and the 

proposed extension of the measure to the leasing of electric vehicles and the supply and 

import of batteries to electric vehicles. This is due to the fact that the Ministry 

considers the proposed amendments as extensions of the existing zero VAT rating on 

electric vehicles, which share the purpose of the existing measure. 

1. State aid – article 61(1) 

Article 61(1) of the EEA Agreement Article reads as follows:  

(1) Save as otherwise provided in this Agreement, any aid granted by EC Member 

States, EFTA States or through state resources in any form whatsoever which distorts 

or threatens to distort competition by favouring certain undertakings or the 

production of certain goods shall, in so far as it affects trade between Contracting 

Parties, be incompatible with the functioning of this Agreement. 

In order to constitute state aid within the meaning of Article 61(1), a measure must 

meet the following six cumulative criteria: 

1. the measure is an economic advantage for the recipient; 

2. the advantage is granted by the State or through state resources; 

3. the measure is selective by favouring certain undertakings or the production of 

certain goods; 

4. the advantage is granted to one or several undertakings that engage in economic 

activity; 

5. the measure distorts or threaten to distort competition;  

6. the measure has an effect on trade between the Contracting Parties. 

1.1  Economic advantage to businesses 

The Ministry acknowledges that the zero-rating is a favourable position in the VAT 

system due to the undertakings’ right to deduct input VAT without any output tax. On 

the other hand the VAT system is designed to levy VAT on the final consumption on 

goods and services. Thus, usually this type of VAT benefits is shared between buyers 
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and sellers of the product which benefits from reduced VAT. The allocation of the tax 

benefit depends on the market conditions amongst other factors. It is difficult to make 

concrete allocations and we have not attempted to do so in this notification. 

Nonetheless, the Ministry acknowledges that the zero rating for electric vehicles will 

most likely stimulate the demand for electric vehicles. This increased demand for 

electric vehicles will translate into an indirect advantage for dealers, importers and 

manufacturers of electric cars as compared to dealers, importers and manufacturers of 

conventional vehicles. Such indirect advantages may constitute state aid8.  

Against this background, the Ministry does not rule out that the zero rating for electric 

vehicles may constitute an indirect economic advantage for the importers and dealers of 

electric vehicles.  

1.2  State resources  

As shown in section II.2 above, the zero rating leads to a loss of tax revenue and 

therefore constitutes a benefit that is granted by the State or through state resources.  

1.3  Selectivity 

In order to constitute state aid, a measure must be selective by favouring certain 

undertakings or the production of certain goods. The Ministry acknowledges that the 

zero rating for electric vehicles constitutes an advantage for the sector supplying 

electric vehicles, including for those businesses dealing and producing electric vehicles 

and for businesses using electric vehicles. Consequently, the measure is in principle 

selective. 

1.3.1  Logic of the system 

However, a tax advantage cannot be considered as selective if it falls within the nature 

of the system.  

As mentioned in section II.1 above, the Norwegian general VAT rate is 25 % of the net 

price (taxable base). However, there are several reduced rates, including a zero rate, 

and some supplies are exempted from VAT altogether. 

As explained above, reduced rates and in particular the zero VAT rating for certain 

goods and services is an integral part of the Norwegian VAT system. 

Furthermore, the Ministry would like to draw the Authority’s attention to Council 

directive 2006/112/EC of 28 November 2006 on the common system for value added 

tax establishes a common system of VAT in EU (hereafter referred to as the VAT 

directive).  The VAT directive reflects the fact that reduced VAT rates form an integral 

                                                 
8
 N 386/2010 Denmark 
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part of the national VAT systems of many EU Member States. It stipulates that Member 

States shall apply a standard VAT rate which shall not be less than 15 %, however 

Member states may apply one or two reduced rates, which shall not be lower than 5 %. 

Furthermore, Member States, which as of 1 January 1991 were granting exemptions 

with deductibility (zero rating) or applying reduced rates, were entitled to continue 

granting those exemptions or applying those reduced rates, provided they are in 

accordance with Community law. Member states may not introduce new zero rates. 

Given that the widespread practise of levying reduced VAT rates is recognised in the 

VAT directive by the Council of the European Union, the relevance and weight of the 

VAT Directive are essential issues in the assessment of whether or not a reduced VAT 

rating constitutes State Aid within the meaning of Article 108 (1) TFEU. In the 

Ministry’s view, the fact that the VAT directive entitles the EU Member States to apply 

reduced VAT rates indicates that differentiated VAT rates are compatible with the 

Treaty on the Functioning of the European Union. Consequently, it is the Ministry´s 

position that rate differentiations fall within the nature of the VAT system and can 

therefore be considered as not fulfilling the selectivity criterion. 

The VAT directive is not a part of the EEA Agreement and Norway is regarded as a 

third country for the purposes of the VAT directive. However, the Norwegian VAT 

system is to a large extent based on the same principles as the EU VAT system. 

Consequently, reduced VAT rates, including zero rating cannot, in the Ministry’s view, 

constitute state aid in the meaning of Article 61 of the EE Agreement, either. The fact 

that Norway does not participate in the European Union as regards VAT cannot mean 

that stricter state aid rules apply in Norway than in the EU Member States. 

Against this background, the Ministry takes the view that the zero rating for electric 

vehicles does not constitute a selective measure, and therefore does not fulfil the 

selectivity criterion in Article 61 (1) of the EEA Agreement. 

1.4  Undertaking – economic activity 

The sale and import of electric vehicles as well as the leasing of electric vehicles and 

the sale and import of batteries are without doubt economic activities, which are carried 

out in a market. 

1.5  Distortion of competition  

According to case law and administrative practise the threshold for considering this 

criterion to be fulfilled is low. Given that conventional vehicles and electric vehicles 

compete in the same market, the support to electric vehicles has a potential to distort 

competition. 

1.6 Effect on trade 
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There is no production of electric vehicles in Norway. Electric vehicles sold in Norway 

are imported from the EU and other countries and consequently there is trade of 

electric vehicles between Norway and EU. Against this background, the zero rating in 

question will likely have an effect on trade between the Contracting Parties.  

1.7 Conclusion 

The Ministry´s position is that zero rating for electric vehicles does not fulfil the 

selectivity criterion and consequently does not constitute state aid within the meaning 

of article 61 (1) of the EEA Agreement. However, the measures are notified to obtain 

legal certainty.  

 

2. Compatibility with article 61(3) 

In spite of taking the view that the zero VAT rating for electrical vehicles does not 

constitute state aid within the meaning of article 61(1) of the EEA Agreement, the 

Ministry will alternatively argue that the measures are compatible with the functioning 

of the EEA Agreement according to Article 61(3)(c), which reads as follows:  

(3) The following may be considered to be compatible with the functioning of this 

Agreement: 

(c) aid to facilitate the development of certain economic activities or of certain 

economic areas, where such aid does not adversely affect trading conditions to an 

extent contrary to the common interest. 

2.1  Applicability of the Environmental Guidelines  

Article 61(3)(c) of the EEA Agreement is elaborated in different sets of guidelines 

adopted by the Authority. 

Guidelines on state aid for environmental protection and energy 2014-2020 (hereafter 

referred to as the Environmental Guidelines) were adopted by the Authority on 16 July 

2014. According to paragraph 238 of the Environmental Guidelines, “the Authority will 

apply these Guidelines to all notified aid measures in respect of which it is called upon to 

take a decision after their applicability, even where the projects were notified prior to that 

date.” Accordingly, the zero rating for electric vehicles will be assessed according to 

these Environmental Guidelines.  

According to their section 1.1, paragraph (9) the Environmental Guidelines apply to 

state aid granted for environmental protection or energy objectives in all sectors 

governed by the EEA Agreement in so far as measures are covered by section 1.2.  

According to section 1.2 paragraph (13)(i), aid in the form of reductions in or 

exemptions from environmental taxes are covered by the Environmental Guidelines. 

Section 1.3 paragraph (15) defines an “Environmental tax” as “a tax with a specific tax 



 

Page 10 

base that has a clear negative effect on the environment or which seeks to tax certain 

activities, goods or services so that the environmental costs may be included in their price 

and/or so that producers and consumers are oriented towards activities which better 

respect the environment”. Aid in the form of reductions in or exemptions from 

environmental taxes may be considered compatible with the EEA Agreement provided 

that the conditions in the Environmental Guidelines’ section 3.7.1 are fulfilled.  

However, VAT is a tax levied on the final consumption of goods and services with the 

main purpose of securing the State´s income, and not based on environmental 

purposes. Therefore, VAT is no environmental tax, and section 3.7.1 of the 

Environmental Guidelines does not apply to the zero VAT rating in question.  

According to their section 1.2 paragraph (13) (a), the Environmental Guidelines also 

apply to “aid measures for going beyond Union standards or increasing the level of 

environmental protection in the absence of Union standards (including aid for the 

acquisition of new transport vehicles)”. In this respect ”Union standard” means (a) a 

mandatory Union standard setting the levels to be attained in environmental terms by 

individual undertakings […]”, see section 1.3 (3) of the Environmental Guidelines. The 

Environmental guidelines specify that “standards or targets set at Union level which are 

binding for Contracting Parties but not for individual undertakings are not deemed to be 

Union standards.”9  

For new vehicles, the European Union legislation sets mandatory emission reduction 

targets10. All new passenger cars must reduce emissions to maximum 130 grams of CO2 

per kilometre (g/km) by 2015 (target phased in from 2012), and to 95 g/km by 2021 

(target phased in from 2020).   

In Report No 21 (2011-2012) to the Parliament11 there was a political aim that average 

CO2 emissions from new passenger cars do not exceed 85 grams CO2 per kilometre in 

2020. Increased sale of electric and hydrogen vehicles will contribute to reduced 

emissions from new passenger cars. 

In the Ministry’s view, any aid to the sale and import of electrical vehicles as well as aid 

to the leasing of electrical vehicles and the sale and import of batteries for electrical 

vehicles must therefore be considered as aid for going beyond Union standards within 

the meaning of section 1.2 paragraph (13)(a) of the Environmental Guidelines. The 

                                                 
9
 Environmental Guidelines, footnote 19 

10
 Regulation (EU) No 333/2014 of the European Parliament and of the Council of 11 March 2014 

amending Regulation (EC) No 443/2009 to define the modalities for reaching the 2020 target to reduce CO 2 

emissions from new passenger 
11

 http://www.regjeringen.no/nb/dep/kld/dok/regpubl/stmeld/2011-2012/report-no-21-2011-

2012.html?id=707321 

 

http://www.regjeringen.no/nb/dep/kld/dok/regpubl/stmeld/2011-2012/report-no-21-2011-2012.html?id=707321
http://www.regjeringen.no/nb/dep/kld/dok/regpubl/stmeld/2011-2012/report-no-21-2011-2012.html?id=707321
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Ministry would like to reiterate that the said provision explicitly includes aid for the 

acquisition of new vehicles. 

Furthermore, we would like to draw the Authority’s attention to the fact that several 

member states of the European Union have implemented measures in order to support 

the acquisition of electrical vehicles. In Spain, buyers receive aid of up to 25 % of the 

purchase price of an electric vehicle, and in the Netherlands purchasers of electric 

vehicles benefit from a tax release of between 10 % and 12 %. 

2.2  Compatibility Assessment 

Given that the zero VAT rating for electrical vehicles falls within section 1.2 (13)(a) of 

the Environmental Guidelines, the compatibility assessment will be carried out in 

accordance with section 3 of the Environmental Guidelines. 

In order to be considered compatible with the EEA Agreement, any environmental aid 

must comply with the common assessment principles laid down in section 3.1 and with 

the general compatibility provisions set forth in section 3.2 of the Environmental 

Guidelines. 

According to section 3.1 of the Environmental Guidelines, any State Aid measure must 

satisfy each of the following criteria in order to be compatible with the functioning of 

the EEA Agreement: 

 

1. contribution to an objective of common interest: a State aid measure aims at an 

well-defined objective of common interest (Section 3.2.1); 

2. need for State intervention: the State aid measure is targeted towards a situation 

where aid can bring about a material improvement that the market alone cannot 

deliver, for example by remedying a well-defined market failure; (Section 3.2.2);  

3. appropriateness of the aid: the proposed aid measure is an appropriate policy 

instrument to address the objective of common interest; (Section 3.2.3); 

4. incentive effect: the aid changes the behaviour of the undertaking(s) concerned in 

such a way that it engages in additional activity which it would not carry out without 

the aid or which it would carry out in a restricted or different manner; (Section 

3.2.4); 

5. proportionality of the aid : the aid amount is limited to the minimum needed to 

incentivise the additional investment or activity in the area concerned: (Section 

3.2.5); 

6. avoidance of undue negative effects on competition and trade: the negative effects 

of aid are sufficiently limited, so that the overall balance of the measure is positive; 

(Section 3.2.6); 
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7. transparency of aid: Contracting Parties, the Authority, economic operators, and 

the public, have easy access to all relevant acts and to pertinent information about 

the aid awarded thereunder; (Section 3.2.7). 

 

2.2.1  Contribution to an objective of common interest (Section 3.2.1 of the 

Environmental Guidelines) 

According to section 3.2.1, paragraph 25 of the Environmental Guidelines ”the general 

objective of environmental aid is to increase the level of environmental protection 

compared to the level that would be achieved in the absence of the aid.” Furthermore, the 

section makes reference to the Europe 2020 strategy, which sets “targets and objectives 

for sustainable growth to support the shift towards a resource-efficient, competitive low-

carbon economy.” 

Conventional vehicles give rise to greenhouse gas (CO2) emissions, NOx emissions, air 

pollution and noise. Electric vehicles do not give CO2 and NOx emissions, and air 

pollution and noise is lower than from conventional vehicles. 

The zero VAT rating for supply and import of electric vehicle has an environmental 

objective, namely to lower greenhouse gas emissions, including CO2 emissions, and to 

reduce pollution and noise, see below. The same is true for the proposed extension of 

the zero VAT rating to the leasing of electric vehicles and the supply and import of 

batteries to electric vehicles. 

As stated above, section 3.2.1 of the Environmental Guidelines explicitly makes 

reference to the Europe 2020 strategy and its objective to achieve a competitive low-

carbon economy. More specifically, Commission decision No N 386/2010 point 57, 

states that reducing CO2 emissions from cars remains one of the main objectives of the 

EU environmental policy. 

The Ministry also refers to section 1.5.2 paragraph 44 of the previous Environmental 

Guidelines (2008), which reads: 

Transport is responsible for a large share of overall greenhouse gas emissions 

(approximately 30%), as well as for local pollution by dust, particulates, NOx and 

SOx. Hence, it is important to encourage lean modes of transport, both in order to 

fight global climate change and in order to reduce local pollution, in particular in 

cities. In this context, it is particularly important to encourage the acquisition of 

clean transport vehicles (including clean ships). 

Furthermore, it is well documented by the International Panel on Climate Change 

(IPCC) and the International Energy Agency (IEA) that the use of fossil reserves must 

be restricted if we are to limit the average increase in global temperature to 2°C by 

2050 (2°C Scenario). The transport sector creates a substantial part of global 
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greenhouse gas emissions and the increasing economic growth at global level is 

accompanied by a growth in transport demand. The transport sector is to a large degree 

dependent on fossil fuels, as almost all vehicles use an internal combustion engine. The 

IEA points towards electric/plug-in vehicles as a central measure to limit average global 

temperature rise. There is a well-documented need for a shift towards a low-emission 

society and a shift within the energy sector from fossil fuels and towards renewable 

energy sources. Zero emission vehicles combine the two shifts, as they are able to use 

energy from renewable energy sources and at the same time have zero emissions of 

greenhouse gases. Hence, electric vehicles, as well as other zero-emission vehicles 

constitute an important factor in the transition to a low-emission society. 

Reduced emissions from the transport sector play an important role in the transition to 

a low emission society and zero- and low emission vehicles are particularly essential. 

Norway has chosen zero rating as a mean to encourage customers to buy zero emission 

vehicles. Increased use of zero emission vehicles will reduce greenhouse gas (CO2) 

emissions and NOx emissions at the same time as addressing local environmental 

problems such as pollution and noise. 

In light of the aforementioned, there can be no doubt that the reduction of greenhouse 

gas emissions, including CO2 emissions, from vehicles is a contribution to an objective 

of common interest. 

Furthermore, Norway is required to comply with Directive 2008/50/EC of the 

European Parliament and of the Council on ambient air quality and cleaner air for 

Europe. The air quality in some of Norway’s largest cities continuing to exceed the 

limits of local pollutants such as sulphur dioxide and nitrogen dioxide set forth in that 

directive. Electric vehicles do not cause emissions and can therefore contribute to 

improving the air quality in the main cities.  

2.2.2  Need for State intervention (Section 3.2.2 of the Environmental Guidelines) 

Environmental harmful emissions represent a market failure that the economic agents 

do not take account of in their actions and therefore represents external effects. The 

existence of such external effects requires Government measures to make agents take 

the external effects into account. 

As mentioned above, the Parliament adopted the zero rating for the supply and import of 

electric vehicles in 2001. The main objective of the measure is to replace the number of 

conventional vehicles with less polluting vehicles in order to reduce emissions from the 

transport sector. The zero VAT rating combined with other incentives, which are 

described below, is expected to contribute to the introduction of new technologies in 

the market for electric vehicles, where the long term objective would be the 

development of these new technologies to a commercial stage, in order to finally enter 

the mass market. 
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The existing zero rating applies only to electric cars that are sold into the Norwegian 

market. However, the leasing of vehicles has become more common in recent years. 

There are no environmental reasons why owned electric vehicles should be zero rated, 

whereas leased electric vehicles should be subject to the full VAT. Against this 

background the Parliament has decided to extend the existing zero rating to the leasing 

of electric vehicles. In 2013, more than 25 % of all new vehicles were covered by leasing 

contracts. By mid-2014, 34 % of all new vehicles are covered by leasing contracts, which 

constitutes a significant market share.12 This indicates that many purchasers of vehicles 

want to lease and not to own the vehicle. Zero rating for the leasing of electric vehicles 

can hence increase the total number of electric vehicles.  

As regards the zero VAT rating for the sale and import of batteries to electric vehicles it 

must be borne in mind that the battery is a major cost factor of an electric vehicle. 

Furthermore, the battery still prevents electric cars from being fully competitive with 

diesel and petrol cars, both in terms of total cost of cars and in terms of range. During 

recent years there has been a rapid technology development, which resulted in 

bringing down both the cost of the batteries13, along with increased mass production of 

electric cars. In spite of this, batteries to electric vehicles are still expensive and there is 

still uncertainty about their durability. This may prevent people from buying electric 

cars. Zero rating for batteries to electric vehicles will increase demand and use of 

electric vehicles, which in turn will have positive environmental effects. 

The Ministry would further like to draw the Authority’s attention to the fact that the 

zero VAT rating on electrical vehicles is only one of several measures aiming at 

decreasing the emission of greenhouse gases from the Norwegian vehicle fleet and at 

increasing the number of electrical vehicles. The White paper on Norwegian climate 

policy of 2001 (St. Meld nr. 54 (2000-200114)) first advocated to streamline the use of 

measures in order to curb the strong growth in greenhouse gas emissions. According 

to the white paper, the transmission from fossil fuels to alternative fuels, including 

electricity, should contribute to reducing the greenhouse gas emissions from the 

transport sector. 

Therefore, several cumulative measures were designed in order to complement each 

other and to overcome barriers such as high prices, due to higher production costs 

than traditional diesel and petrol cars, and other barriers, such as driving range for 

electric vehicles. Together, they are expected to result in reductions in greenhouse gas 

emissions. 

                                                 
12

 Finansieringsselskapenes Forening (the Association of Norwegian Finance Houses). 
13

 According to Bloomberg the cost of Li-Ion batteries for electric cars was reduced by 43% from 2010 to  

2014. http://www.fornybarkonferansen.no/siteassets/dokumenter/michael-liebreich.pdf  (slide 17) 
14

 http://www.regjeringen.no/nb/dep/kld/dok/regpubl/stmeld/20002001/report-no-54-2000-2001-to-the-

storting.html?id=454892 

http://www.fornybarkonferansen.no/siteassets/dokumenter/michael-liebreich.pdf
http://www.regjeringen.no/nb/dep/kld/dok/regpubl/stmeld/20002001/report-no-54-2000-2001-to-the-storting.html?id=454892
http://www.regjeringen.no/nb/dep/kld/dok/regpubl/stmeld/20002001/report-no-54-2000-2001-to-the-storting.html?id=454892
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Other policies and measures in place include mandatory emission targets, registration 

tax reductions, and a lower annual tax rate. Other measures include access to drive in 

bus lanes, free passing in toll stations, free public parking and public charging stations. 

 

 

 

2.2.2.1  Mandatory emission targets 

As mentioned in section III.2.1 above, in Report No 21 (2011-2012) to the Parliament 

there was a political aim that average CO2 emissions from new passenger cars do not 

exceed 85 grams CO2 per kilometre in 2020. Increased sale of electric and hydrogen 

vehicles will contribute to reduced emissions from new passenger cars. 

2.2.2.2  Registration tax15 

All vehicles except large lorries and buses are levied a registration tax when they are 

registered in the Norwegian Central Motor Vehicles Register. Electric vehicles are 

exempted from the registration tax in order to stimulate the use of environmentally 

friendly vehicles16. The exemption came into force on 1 January 1990.  

The registration tax is a fiscal tax, which among other things is based on environmental 

aspects. Emission of CO2 is an important base for calculation of the tax rate, and 

vehicles with low CO2 emissions are granted tax reductions. The tax rates vary 

according to the type of vehicle. Without the exemption for electric cars, most electric 

cars would have been levied the minimum tax rate (NOK 3 637 in 2014), since they get 

large deductions due to no CO2 emissions. However, some electric vehicles with high 

engine power and weight would have been levied a relatively high registration tax 

without the exemption.  

2.2.2.3  Annual tax 

The annual tax on motor vehicles is levied on vehicles with a weight below 7 500 kg. 

The tax varies with different types of vehicles. Gasoline and new diesel passenger 

vehicles are levied an annual tax of NOK 2 995 in 2014. Older diesel vehicles, without 

fabric-fitted particle filter, are levied an annual tax NOK 3 490. The differentiation is 

based on environmental criteria so that older diesel vehicles pay higher taxes because 

they have higher particle emissions than diesel vehicles with fabric-fitted filters. 

                                                 
15

 The Parliament’s decision concerning excise duties for 2014 is here:  

http://lovdata.no/dokument/STV/forskrift/2013-12-05-1486 
16

 St.prp. nr. 1 (1989-90) Skatter og avgifter til statskassen point 5.2 (annex 1) 

http://lovdata.no/dokument/STV/forskrift/2013-12-05-1486
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Electric cars were levied an annual tax of NOK 425 in 2014. The reduced annual tax for 

electric cars was introduced on 1 January 199617 to stimulate the development and use 

of vehicles that are less polluting than conventional vehicles. 

 

 

2.2.3 Appropriateness of the aid measure (Section 3.2.3 of the Environmental 

Guidelines) 

As mentioned above, the zero VAT rating on electric vehicles is one of several 

measures aimed at stimulating the use of electric vehicles. This combination of 

measures is considered necessary in order to stimulate the use of electric vehicles for 

customers. 

Electric cars have a number of perceived disadvantages as compared to petrol and 

diesel cars, such as for example a limited range. Therefore, consumers may still choose 

to buy petrol and diesel cars, even if the prices of electric cars are lower than the prices 

of petrol and diesel cars. On the other hand, electric cars have lower operating costs 

than conventional cars. 

The Norwegian Authorities are convinced that none of the abovementioned measures 

alone would have resulted in bringing the prices of electric vehicles down to a level that 

would enable them to compete with conventional cars. 

This can be substantiated with a reference to the price development of electric vehicles 

in recent years. In general, prices of electric vehicles have decreased considerably. 

The Mitsubishi i-MiEV was the most sold electric vehicle in Norway in 2011. According 

to Opplysningsrådet for veitrafikken (OFV) the guidance price of a Mitsubishi i-MiEV 

was NOK 240 000 in November 2010. The price of the car was reduced to NOK 160 000 

in May 2014. If ordinary VAT on 25 % was levied on electric vehicles the price of the car 

could have been NOK 300 000 in November 2010 and NOK 200 000 in May 2014. 

Nissan Leaf was the most sold electric vehicle in Norway in 2012 and 2013. The 

guidance price of a Nissan Leaf was NOK 255 000 in November 2011. This price was 

reduced to NOK 243 000 in May 2014. If ordinary VAT of 25 % had been levied on the 

Nissan Leaf, prices could have been NOK 319 000 in November 2010 and NOK 304 000 

in May 2014.18 

                                                 
17

 Budsjett-innst. S. nr 13 Tillegg nr. 1 (1995-96) point 2.7.2 (annex 2)  

18
 These calculations assume that the VAT is fully passed on to the costumers. Usually, a tax benefit 

would be shared between seller/producer and buyer/consumer.  
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Table 1 compares the guiding prices of some of the most popular electric passenger 

cars to comparable petrol and diesel passenger cars. Nissan Leaf and Tesla Model S 

were the most sold electric vehicles in Norway in the nine first months of 2014. In 2013 

and 2014 Volkswagen also introduced two electric vehicles into the Norwegian market 

with relatively high sales figures. The table shows that the sales prices of electric cars 

are almost the same as the prices of similar petrol and diesel cars. Still, the sales of 

electric cars are still significantly lower than the sales of petrol and diesel cars.  

The table shows that for the smallest cars, like i-MiEV and e-up!, the prices of electric 

cars tend to be higher than those of similar petrol cars. For larger electric cars, like 

Leaf and e-Golf, prices tend to be at the same level as those of comparable petrol cars. 

The largest electric car, Tesla Model S, seems to have a price that is equal to or even 

slightly lower than those of comparable diesel and petrol cars. There is a wide range of 

petrol and diesel cars and the table only shows some examples. Hence, it is not 

necessarily representative for all the existing cars. 

 

Table 1. Prices and purchase taxes (VAT and registration tax) of some electric passenger 

cars and similar cars with combustion engine. Guiding prices May 2014. 

Car 

brand 

Car 

model 

Fuel 

type 

CO2 

emission, 

g/km 

NOX 

emission, 

mg/km 

Engine 

power, 

kW 

Guiding 

price, 

NOK 

Hereof 

taxes, 

kroner 

Mitsu. i-MiEV El. 0 0 49 160 000 2 400 

VW e-up! El. 0 0 60 187 000 2 400 

VW up! Petrol 95 9 44 132 000 49 000 

VW up! Petrol 113 13 55 170 000 69 000 

Nissan Leaf El. 0 0 80 243 000 2 400 

VW e-Golf El. 0 0 85 244 000 2 400 

VW Golf Petrol 114 60 63 252 000 102 000 

VW Golf Petrol 116 60 81 305 000 118 000 

Tesla Model S El. 0 0 270 520 000 2 400 

Audi A6 Diesel 132 143 130 510 000 227 000 

Audi S6 Petrol 225 27 309 1 240 000 768 000 

Sources: Opplysningsrådet for veitrafikken and the Ministry of Finance. 

Table 1 shows that petrol and diesel cars are levied the ordinary VAT rate of 25 %, the 

registration tax and the scrapping tax, which is the tax to finance the vehicle scrapping 

scheme. Electric vehicles are only levied the scrapping tax of 2 400 NOK. 

As mentioned earlier, the registration tax has a progressive structure, which is based 

on weight, engine power, CO2 and NOx emissions. Therefore, the registration tax is low 

for small cars with low emissions, weight and engine power, whereas it tends to be high 

for cars with high emissions, weight and/or engine power. Electric cars, however, are 

only levied the scrapping tax. 



 

Page 18 

As can be seen in table 1, even  a zero VAT rate only just bring prices for electric 

vehicles to a price level that is comparable to that of conventional cars. 

Any flanking measures, such as the access to drive in bus lanes, free passing in toll 

stations, free public parking and public charging stations are needed in addition to 

address customer concerns such as the limited range of electric cars. 

 

 

2.2.4  Incentive effect (section 3.2.4 of the Environmental Guidelines) 

According to section 3.2.4.1 of the Environmental Guidelines, “an incentive effect occurs 

when the aid induces the beneficiary to change its behaviour to increase the level of 

environmental protection […].” 

The number of electric vehicles that are registered in Norway has increased rapidly 

recent years. Until 2010, less than 500 electric vehicles were registered each year. The 

registration of new electric vehicles has increased to over 8 000 vehicles in 2013. In 

2013, 5.5 % of all registered new passenger cars were electric. In the first nine months of 

2014, 14 000 new electric vehicles were registered, which corresponds to approximately 

13 % of all registered new passenger cars. 

Figure 2. Number of registered new electric vehicles in Norway. 1995-2013. 

 
Source: Opplysningsrådet for veitrafikken and The Norwegian Public Roads Administration. 

In September 2014, approximately 35 000 electric vehicles were registered in Norway. 

The total number of passenger cars in Norway is approximately 2.5 million, i.e. 1.4 % of 

all passenger cars in Norway are electric. It is estimated that Norway has about 5 % of 
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all electric vehicles in the world, see Meld. St. 2 (2013-2014) Revidert Nasjonalbudsjett 

2014 point 5.2.119  

  

                                                 
19

 http://www.regjeringen.no/nb/dep/fin/dok/regpubl/stmeld/2013-2014/Meld-St-2-2013-

2014.html?id=759729 

 

http://www.regjeringen.no/nb/dep/fin/dok/regpubl/stmeld/2013-2014/Meld-St-2-2013-2014.html?id=759729
http://www.regjeringen.no/nb/dep/fin/dok/regpubl/stmeld/2013-2014/Meld-St-2-2013-2014.html?id=759729
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Figure 3. Share of electric cars of all new passenger cars in Norway. January 2012 to 

September 2014. 

 

Source: Opplysningsrådet for veitrafikken. 
 

These figures show that the behaviour of car customers has changed in recent years. 

The Ministry considers the zero VAT rating of electric vehicles and the resulting lower 

prices of electric vehicles, to be one of the main contributing factors to the increased 

sales number of electric cars. Therefore, the Ministry considers that the incentive effect 

of the notified measures is demonstrated by the submitted figures.  

2.2.5  Proportionality of the aid (Section 3.2.5 of the Environmental Guidelines) 

Pursuant to section 3.2.5.1 of the Environmental Guidelines, “Environmental and energy 

aid is considered to be proportionate if the aid amount per beneficiary is limited to the 

minimum needed to achieve the environmental protection or energy objective aimed for”. 

 

An analysis from the consulting company Vista, which was carried out in 201120 shows a 

positive cross-price elasticity between electric vehicles and fossil fuel vehicles. This 

means that reduced prices on electric vehicles lead to increased sales of electric 

vehicles and acorresponding reduction in the sales of conventional vehicles. 

 

                                                 
20

 Vista Analyse, 2011, “Virkninger av endringer i insentiver for kjøp og bruk av ladbare biler” : 

http://www.bing.com/search?q=Vista+Analyse,+2011,+%E2%80%9CVirkninger+av+endringer+i+insentiv

er+for+kj%C3%B8p+og+bruk+av+ladbare+biler%E2%80%9D+http%3A%2F%2Fwww.vista -

analyse.no%2Fsite%2Fassets%2Ffiles%2F6096%2Fkjop_og_bruk_elbil.pdf&src=IE-

TopResult&FORM=IE10TR 
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http://www.bing.com/search?q=Vista+Analyse,+2011,+%E2%80%9CVirkninger+av+endringer+i+insentiver+for+kj%C3%B8p+og+bruk+av+ladbare+biler%E2%80%9D+http%3A%2F%2Fwww.vista-analyse.no%2Fsite%2Fassets%2Ffiles%2F6096%2Fkjop_og_bruk_elbil.pdf&src=IE-TopResult&FORM=IE10TR
http://www.bing.com/search?q=Vista+Analyse,+2011,+%E2%80%9CVirkninger+av+endringer+i+insentiver+for+kj%C3%B8p+og+bruk+av+ladbare+biler%E2%80%9D+http%3A%2F%2Fwww.vista-analyse.no%2Fsite%2Fassets%2Ffiles%2F6096%2Fkjop_og_bruk_elbil.pdf&src=IE-TopResult&FORM=IE10TR
http://www.bing.com/search?q=Vista+Analyse,+2011,+%E2%80%9CVirkninger+av+endringer+i+insentiver+for+kj%C3%B8p+og+bruk+av+ladbare+biler%E2%80%9D+http%3A%2F%2Fwww.vista-analyse.no%2Fsite%2Fassets%2Ffiles%2F6096%2Fkjop_og_bruk_elbil.pdf&src=IE-TopResult&FORM=IE10TR
http://www.bing.com/search?q=Vista+Analyse,+2011,+%E2%80%9CVirkninger+av+endringer+i+insentiver+for+kj%C3%B8p+og+bruk+av+ladbare+biler%E2%80%9D+http%3A%2F%2Fwww.vista-analyse.no%2Fsite%2Fassets%2Ffiles%2F6096%2Fkjop_og_bruk_elbil.pdf&src=IE-TopResult&FORM=IE10TR
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The analysis further shows that a re-introduction of the VAT on electric vehicles would 

result in a reduction in the sales of electric vehicles of between 5 and 16 %. However, 

the market conditions have changed since 2011. The number of models of electric 

vehicles has increased, and electric cars tend to be bigger and have an increased range.  

 

The Ministry would also like to point out that the zero VAT rating on electric vehicles is 

supposed to constitute a temporary measure. As of today, the Norwegian level of 

support is considered necessary in order to trigger sales. According to the 

Governments Political platform21 the tax advantages for zero emission vehicles are to be 

continued until 2017.  

 

However, once the zero emission vehicles are competitive and able to challenge fossil 

fuel cars even without the zero VAT rating, the zero VAT rating could be abolished. A 

broad cross-party majority of the Parliament has proposed that the tax advantages for 

electric vehicles should be continued until 2017 or until the number of such vehicles 

exceeds 50 000, whichever occurs first. 22 

 

As mentioned above, as of September 2014 approximately 35 000 electric vehicles were 

registered in Norway. Provided that the registration of electric vehicles continues at the 

same level as in the first nine months of 2014, the number of 50 000 electric vehicles in 

Norway may be reached already by mid2015. If so, the zero rating for electric vehicles 

will be reconsidered. 

2.2.6 Avoidance of undue negative effects on competition and trade (Section 3.2.6 of 

the Environmental Guidelines) 

The Ministry takes the view that any negative effects of the aid measure in terms of 

distortions of competition and impact on trade between Contracting Parties are limited 

and outweighed by the positive effects of the notified measures. 

As explained above, the zero VAT rating for electric vehicles clearly contributes to 

stimulating the sales and leasing of electric vehicles and the sales of batteries to electric 

vehicles. Thus, it is a central measure in order to achieve Norway’s ambitious goals 

relating to CO2 cuts. 

It is obvious that the notified measure, by their very nature, favour electric vehicles at 

the expense of conventional vehicles. However, this cannot constitute an undue 

distortion of competition, since it is inherently linked to the very objective of the aid. 

                                                 
21

 Politisk plattform for en regjering utgått av Høyre og Fremskrittspartiet (Sundvolden 7 October 2013) 

point 13. http://www.regjeringen.no/nb/dep/smk/dok/rapporter_planer/rapporter/2013/politisk-

plattform.html?regj_oss=1&id=743014 

22
 Innst. 390 S (2011-2012) page 22. https://www.stortinget.no/Global/pdf/Innstillinger/Stortinget/2011-

2012/inns-201112-390.pdf 

 

http://www.regjeringen.no/nb/dep/smk/dok/rapporter_planer/rapporter/2013/politisk-plattform.html?regj_oss=1&id=743014
http://www.regjeringen.no/nb/dep/smk/dok/rapporter_planer/rapporter/2013/politisk-plattform.html?regj_oss=1&id=743014
https://www.stortinget.no/Global/pdf/Innstillinger/Stortinget/2011-2012/inns-201112-390.pdf
https://www.stortinget.no/Global/pdf/Innstillinger/Stortinget/2011-2012/inns-201112-390.pdf
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The Ministry also would like to stress that the notified measures apply without 

discrimination to the supply and import of any type of electric vehicle from any 

producer and from any country. The Ministry therefore considers the zero rating for 

electric vehicles to have limited effect on competition and trade beyond the intentions 

of the benefit.  

2.2.7  Transparency (Section 3.2.7 of the Environmental Guidelines) 

The zero VAT rating for supply and import of electric vehicles was adopted by the 

Norwegian Parliament in 2000 in connection with the Parliament´s adoption of the 

budget for 2001. The VAT Act was amended from 1 July 2001. The Act is published on 

www.lovdata.no. 

The zero VAT rating for the leasing of electric vehicles and for the supply and import of 

batteries to electric vehicles were adopted by the Norwegian Parliament in 2013 in 

connection with the Parliament´s adoption of the budget for 2014. The VAT Act is 

amended but the amendments are not yet in force. Prior to entering into force the 

amendments in the VAT Act and VAT Regulation will be published on www.lovdata.no .  

2.3  Conclusion 

The Ministry considers the general compatibility provisions as set forth in section 3.2 of 

the Environmental Guidelines to be fulfilled. Consequently, the Ministry takes the view 

that the zero VAT rating of the supply and import of electric vehicles, the zero VAT 

rating of the leasing of electric vehicles and the zero VAT rating of the supply and 

import batteries to electric vehicles are compatible with the functioning of the EEA 

Agreement according to Article 61(3)(c).  

IV. Conclusion 

 It is the Ministry´s primary position that the notified measures do not constitute 

state aid within the meaning of article 61 (1) of the EEA Agreement. The 

measures are notified in order to obtain legal certainty.  

 It is the Ministry´s alternative position that the measures are compatible with the 

functioning of the EEA Agreement according to Article 61(3)(c) as interpreted in 

the Guidelines on State aid for environmental protection and energy 2014-2020. 

 

  

http://www.lovdata.no/
http://www.lovdata.no/
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The Ministry hopes that the provided information will enable the Authority to start an 

assessment of the notified measures and to enter into a constructive dialogue with the 

Norwegian Authorities. 

 

Yours sincerely, 

 

Tor Lande 

Deputy Director General 

Grethe H. Dahl 

Legal Adviser 

 

This document has been signed electronically and it is therefore not signed by hand. 

  



 

Page 24 

Annexes 

 

1) St.prp. nr. 1 (1989-90) point 5.2 

2) Budsjett-innst. S. nr. 13 Tillegg nr. 1 (1995-96) point 2.7 

3) Standard notification form 
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