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l. Introduction

Norway is a small country with a population of 4,5 million people and limited land available for
agriculture: approximately 3,2 % of the total area of the Country of 324 000 sqg. km. At present,
Norway has 55 000 active farmers. In 2007 employment in Norwegian agriculture represented
51 600 full-time equivalents. This constitutes 2,4 % of total employment in Norway. Since 2000
employment has decreased with 23 %. In 2007 total income in Norwegian agriculture was NOK
31,1 billion (approximately EUR 36 million).

Traditionally, forestry has formed part of Norwegian agriculture because farm forest has always
been operated by farmers. In addition, there are large areas of forest that do not form part of
farm forest, where operations may be industrial with separate processing industry. Forest
constitutes 22 % of Norwegian land areas.

Reindeer husbandry is also included in Norwegian agriculture. In addition, hunting, fishing and
tourism form part of the income base of many farmers.

Norwegian farmers are to a very great extent organized in cooperatives when it comes to
processing and trade. There are no special or particular company structures within the farming
industry. The most common form of organizing is sole proprietorship.



Norway is not a member of the EU. However, there are two treaties which are especially
important for Norway in international relations. That is the EEA agreement and the agricultural
part of the WTO treaty.

Based on the EEA agreement Article 19, Norway and the EU shall negotiate the terms
concerning trade of selected agricultural products (milk, meat, vegetables and so on) every two
years. The reasoning behind this is a desire for a gradual process of liberalization regarding the
trade of these goods. The current Article 19 is from July 1.st 2003. The consequence has been
an increase in trade regarding some agricultural commodities. However, the greatest
significance of the regulations has been within processed agricultural products.

This report does not include the international and national finance crisis’ impact on Norwegian
agriculture. The report is mainly based on numbers from 2007.

Before we move on to answer the specific questions, we have found it suitable for the purpose
to give a brief overview of Norwegian company law, as well as some selected subjects which
constitute an outline of how Norwegian agriculture is organized.

A summary of Norwegian company law

A company is usually a commercial association or economic enterprise which is owned and
financed by a number of part-owners. There exist several different categories of corporations in
Norway. The different types are usually separated on the basis of the extent of the owner’s
responsibility for the corporations’ debt. How an agricultural enterprise shall be organized must
be considered individually in each case. In principle there is a free choice when it comes to
organization, however, legal framework and subsidy schemes put limits on what can and should
be chosen. The same thing applies for regulations due to markets and border protection.
Norwegian agricultural policy is heavily regulated by legislation and economic incentives. In
addition, negotiations between the government and agricultural trade associations are held
every year were the parties negotiate about prices and other measures. The farming industry
has been far more reserved when it comes to choosing alternative organizational structures than
the industry incidentally. Greater demand of cooperation when it comes to purchase of
machinery and the management of the agricultural enterprise itself, has brought along an
increased interest and need for various company formations. The formation of a company can
include the entire agricultural enterprise or certain parts of it.

The Sami reindeer husbandry has its own distinctive characteristics and working partnerships.
The working partnership consists of one or more families which shepherd and guard the
reindeers of the different husbandries together. We will not look closer into this institution, but
will in the following present the most common forms of company structures in Norway. This
summary is not complete, but involves the most common forms of company and association
structures in the perspective of this rapport:

Traditionally, Norwegian agricultural enterprises are organized as sole proprietorships. The
reason for this is probably that it is the easiest form of enterprise when it comes to accountancy,



taxation and registration. The enterprise is owned and operated on the farmers own account and
risk.

In a private limited company (AS) (Norwegian statutory Act of June 13, 1997 no. 44) the
owners has all together contributed with a paid-up share capital of at least NOK 100.000
(approximately EUR 11.480). The owners/shareholders have no personal responsibility for the
company'’s debt beyond their part of the paid-up share capital. A public limited company
(ASA) (Norwegian statutory Act of June 13, 1997 no. 45) is a description designed for
companies of limited liability with many shareholders. In a public limited company anyone can
subscribe for shares. A public limited company must have a share capital of minimum NOK
1.000.000 (approximately EUR 114.416). The limited company form is not much used in the
primary agricultural industry. Resent years some agricultural enterprises have split their
business in an operating company, which is organized as a private limited company (often as a
one-man company), and a sole proprietorship which rents out soil and buildings to the operating
company.

A European Company (SE) from Societas europaea, is a trans-national European company
form similar to the form of a public limited company. The company form was established as from
October 8, 2004.

A company with liability (ANS) is a company form characterized by the partner’s personal
unlimited liability for the company’s contractual obligations. If the company’s creditors do not get
satisfying settlement from the company, they can, in principle, claim their outstanding made up
by the partner’s personal assets.

In a co-operative society with limited liability (BA) the partner’s responsibility is limited to
their deposit percentage, and so that the creditors only can seek recovery in the company
assets. Such co-operative societies are not regulated by law, which result in a wide scope of
possible regulations in the articles of association. These companies are characterized by
alternating share capital and number of members, and the member’s responsibility limited to
their deposit. These co-operative societies are a heterogeneous group, but the most common
forms are the co-operatives.

A co-operative (SA) (Norwegian statutory Act of June 29, 2007 no. 81) is a form of organization
which is frequently used in Norway. The principle of the co-operative is that whoever engages in
the production or make use of it, shall also manage it, so that the profit does not acquire in the
hands of external capital owners.

A co-ownership comes into being when two or more meet with the purpose of owning one or
more capital assets, for instance real property. A property law co-ownership then arises
(statutory Act of June 18, 1965 no. 6). The Act is non-mandatory. Co-ownership is an own form
of company. If the jointly-held property in a substantial extent is used to exercise economic
activity towards a third party, it will no longer be a property law co-ownership, but a non-
registered company with liability.

Co-ownership between holdings exists when outlying fields of several farms are jointly
situated. The land can in immemorial times have been situated in some form of co-ownership.
There are lots of variations. It can be a regular co-ownership between two or more real estates,



or some forms of common land where certain farms in a regional society have rights. These
rights cannot be separated from the estate according to Norwegian law. In co-ownership
between holdings the ownership arrangement is usually divided on the grounds of liability. This
is an ancient reciprocal ranking according to the size of the different farms. Originally, it is a tax
rate to the authorities. The last comprehensive registration of land was preformed in the middle
of the 1800. The co-ownership can also be organized in a way that the farmers own different
units of the usage and utilization, for instance hunting, pasture-land and fishing. This is remnants
of the old Germanic proprietary mentality, in contrary to the Roman way of thinking and
organizing.

Specific subjects

There are some specific institutions within Norwegian agriculture, including the allodial privilege
and concession regulations. These are some of the fundaments within Norwegian agriculture
and have had a significant impact on the farming business through out history. These institutions
stand by today and still mark the Norwegian agriculture considerably.

The allodial privilege is an old (written down in the nine-hundreds) distinctive Norwegian legal
institution, and an important part of Norwegian agricultural policy. Historically, it has been of
great significance when it comes to preserve freehold urmers. It is enacted in Article 107 of the
Norwegian Constitution. The regulations can be complicated, but in principle they solve
problems arising from generational change. There are similar regulations in other states.

The allodial privilege is a family right. If a farm estate has been in the family for at least twenty
years, the descendants has right to take over the property on probate case, or if it is sold outside
the family. For those who are born before 1.1.1965, men precede women. Someone who takes
over the property on allodial privilege has a personal duty to occupy and operate the estate. The
valuation happens on specific terms. On administration of the estate it can be very favourable.

Resent years there has been several attempts on removing the allodial privilege, but it seems
like it still has a strong position in Norwegian society. Studies show that a clear majority of
Norwegian farmers also wishes to keep the allodial privilege. The Government has recently
suggested that the farmland should be at 25 decares, and the forest area at 500 decares, - in
contrary to 20 and 100, which are the existing measures. Estates with less decares than this is
not subject to the allodial privilege.

Since the allodial privilege is a personal right, companies cannot obtain allodial privilege. This is
a factor that limits the use of holding companies within the farming industry. Transfer to a
company (no matter who owns it) provokes the right of the family to take over the estate on
allodial privilege.

Concessionary regulations form the setting for owning an agricultural holding. The main
principle is that the owner himself lives on and operates the estate. Today the duty is of limited
duration. The Government has, however, suggested that it should be permanently tied to the
estate. The main reason for the concessionary regulations is the belief that personal ownership
is the best for Norwegian agriculture, in addition to settlement in rural areas. This is also a well-
known principle within the EU. In this way the level of prices is also kept down. It is clear that
such rules reduce the possibility for other company forms. Recent years it has been eased on



the regulations concerning lease of land. The Government has also made a proposal regarding
coordination of land-areas and allodial law.

Il The specific questions

The questions which are answered in this rapport use the concept “traditional and industrial
farming”. We have interpreted this in the way that the rapport in principle is concerning what
happens on the individual farms. We have therefore limited towards processing industry,
wholesale links and retail dealers, and will principally focus on what happens on the individual
farms, and where the farmer is the owner in his capacity of being a farmer.

Further we use the concepts “forms of cultivation”. With this we understand how the farm is

organized as a company, and not what is cultivated on each holding.

1. BRIEF SUMMARY OF THE EXISTING FORMS OF AGRICULTURAL

CULTIVATION WITH LEGAL REFERENCE
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2 TRENDS AND NUMBERS

Organizational 2008 2003 1999

structure

Number of

agricultural

enterprises:

Sole proprietorship 45 666 56 308 69 959

Men: 39 173 Men: 48 980 Men: 60 914
Women: 6 439 Women 7 328 Women: 9045

ANS 2783 1 565 462

AS, institutions (i.e. 386 358 319

the county municipal

as owner) and the like

(e.g. co-operatives)

Total 48 835 58 231 70 740

3 STRUCTURE AND ACTIVITY OR PROJECT OF ENTERPRISE

The agriculture has the trend to split itself into sections according to the function of the different

markets:




Can you distinguish particular forms of organisation that the agricultural cultivation have as an
aim:

- export of traditional agricultural products;

- biological or quality agriculture;

- direct sale:

- rural tourism:

- extensive cultivation (unfavoured zones...);
- etc...

Could you state in what way the legal characteristics of these legal forms are applied to the
activities concerned?

Beyond the production of food and wood, agriculture plays an important role for settlement,
employment and shaping the cultural landscape. Agriculture does to an increasing extent meet
international competition and is influenced by changes in the international markets. Norwegian
agriculture represents diversity with production of niche products, ecological production and
particular quality products, along with some growth in the volume of traditional farming.

For the past 100 years there have been continuous adjustments in Norwegian agriculture.
Farms have decreased in numbers, become larger in size and more specialised. The
development has gone from labour demanding to a capital and knowledge based agriculture,
characterized of high technology. There are tendencies towards more “precision farming”.
Various surveys show that the development has a positive effect on the income trends for
farmers. Primarily this is a result of the exploitation of large-scale farming. On the other hand this
has a negative effect on the districts and the wish to preserve the cultural landscape. There are
long traditions for working besides the holding to supplement the income, and other sources of
income play a larger and larger part of Norwegian agricultural economy.

From standing alone towards to the government and marked, with sale from each farm, farmers
now work through political trade organisations and co-operative refining industry.

Activity

The ecological production is insufficient to cover the market demand. The government is trying
to adjust such production by establishing select committees, action plans and allocations to
development measures. Additional subsidies are also provided through the Agricultural
Agreement. The number of unites choosing ecological production increased in 2007. Of the total
agricultural area, 3.93 % was used for ecological production. The share of ecological farm
animals is generally low, while the share of ecologically corn has been stable at about 2.10 % of
the total amount of produced corn. In 2007, the highest increase in turnover was within the
product groups of eggs, vegetables and meat. When it comes to milk the share is still low.

The form of direct sale from producer to consumer is practically ended; it only exists in a small
scale for the sale of strawberries and other berries, fruits and vegetables.
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Processing of foods today mostly happens through the food industry, which is the second
largest sector of industry in Norway. It is significant as a generator of value and employment.

The trade of dairy products is dominated by TINE BA (TINE). Mainly this applies to first- hand
trade, but also processing. TINE was in 2007 owned by 16 300 milk producers. To render
possible competition, TINE has a delivery duty to other producers. For example “Synngve
Finden ASA” produces dairy products with milk from TINE, while “Q-dairies” makes products
based on milk from own producers. In the same way trade in the first link by slaughtering,
processing and marketing of meat and eggs is dominated by Nortura AS. The company was
established in 2006 as a merger of all the leading companies in the meat and egg co-operatives.
However, within processing there is still a large share of private actors.

Most of the processed foodstuff are distributed and sold through wholesale and grocery trade.
Here the chain-stores are increasing their power. There are 4 retailers who, almost equally,
divide most of the market between them. In varying degree the chain-stores focus on “short
travel foods”.

There are a few other market channels; like specialist shops, own markets, pick-your-own, and
farm stores, that the State subsidizes. A business concept lately systematized is so-called farm
tourism. The farm can offer overnight stay and a chance of participating in the regular farm work,
like feeding and taking care of the animals. This agricultural tourism aims mainly at families with
small children and for teaching purposes, but it is also popular for adults seeking silence and
recreation. Few have made good money on this, and farm tourism seems to be mainly for
enthusiasts.

Structure

There may be many reasons to request co-operation within agriculture. A collaboration can give
greater security against decease, flexibility in relation to vacation and leisure time, cost efficiency
as a cause of large production advantages and increased specialisation, along with releasing
resources for other types of value creation. It can also have a psychological effect because it
gives a feeling of strength in numbers.

Joint operation is an organised collaboration where two or more farmers meet in joint
production. The superior starting point for Norwegian agricultural policy is promoted in St.meld
19 (1999-2000) section 6.3.5:

“The department wishes to stimulate collaboration solutions for the production of milk. Joint
operation in milk production has many positive sides for the participants, amongst others
economical and social relations. The department believes that joint operation can be a solution
for many producers to enable them to continue with their milk production, and will therefore
contribute to give joint operations satisfying framework conditions. Joint operation shall be a
production form for active users and not a way to adapt to subsidies and quotas.”

Joint operation can vary much in organisation and organizational structure. Often joint
operations within the milk production consist of two or three members, 30-40 animals and a
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quota of about 200 000 litres. The joint operation can operate the land itself, or buy feed from
members, it can rent or own machines, buildings etc. The collaboration is time limited, but
usually there are long-term agreements lasting 15-20 years. The holdings continue to exist as
independent units. There are clear rules for establishing joint operations, and they must be
approved by the Norwegian Agricultural Authority. For example cannot the distance between the
holdings exceed 17 kilometres. At the end of 2007 there were 1935 joint operations in Norway.
The State subsidises joint operations within the framework conditions.

There are various reasons to enter a joint operation. It can be done to ease the need for
investment, a request for a closer and better work environment or the desire to release time for
other activities. Research shows that farmers in joint operations collect less income from the
farm, but in total earn more. Recently it has turned out that the revenues from the joint operation
have decreased owing to the fact that the expenses have increased and that the public
subsidies have depreciated.

The subsidy structure for production is degressive. The first cow brings in more than the
eighteenth. This is a consequence of the aim in Norwegian agricultural policy. It is what you
make, where you make it and to what extent, rather than the form of organisation that
determines the subsidy.

The quota system for milk works in such a way that a joint operation is the only rational
production system. The rules partly hinder takeovers, but from 2008 it is possible to rent quotas.
This may have practical importance because joint operation projects can be risky. Some of the
joint operations have been secret leasing with very low percentage of ownership.

Professionally organized relief teams are common. Earlier it was common to have so-called
“relay rings”. These often consisted of friends, neighbours and family who stepped in for one
another so that everyone could have a little more vacation and spare time. Today the
arrangement is developed and professionalised in teams of relief workers. They function nearly
as a temp agency, where a relief worker can step in and replace the farmer. The replacement
can be total, like a holiday relief or a relief in case of illness. It can also be partial in the form of
extra help with certain tasks. There is a division between fulltime and part time replacement. The
first mentioned is a fulltime occupation, while the part time relief worker only works in periods,
like on the weekends and vacations.

In relief companies the employer’s responsibility is split between the farmer and the company.
Normally the company is responsible for the formalities like salary, employment etc. The farmer
must ensure that the relief worker does not work more than the law permits, that sufficient
education is given and that the safety on the workplace is regarded. The relief company runs
quality assurance and vouches for the compliance of the contract of employment. The party
must also ensure that the total hours worked does not exceed the limits of the law and that the
minimum wage per hour is paid out. A tariff agreement is composed, but it is not of general
validity. It is, however, usual for the farmers to use it as a guide line, whether or not the relief
worker is organised in a union or not. All the relief companies receiving subsidies must be
organised as a co-operative society.
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Organized machine teams are also common, because modern agriculture requires expensive
technical equipment which can often be utilized by several farmers. The parties vary in size and
organizational structure. The biggest parties are often organized as private limited companies
(AS), while the smaller can be companies with liability (ANS or BA). Common for the parties is
that they give a varied offer to their members; besides machine rental they can offer different
types of work like repair, digging, transport etc.

4 STRUCTURE AND FINANCING OF THE AGRICULTURAIL
CULTIVATION

Which are the legal characteristics of the different forms of cultivation concerning:
- the social capital?
- the investments?
- the special rules of financing?
- the special rules of guarantee?

- the special rules in favour of the investments or the financing of cultivation? Do
particular forms of cultivation exist that favour the speculative investment in
agriculture? A company with purely financial aims?

- efe...

There are a countless number of financial loan- and support arrangements, together with
subsidy schemes. The general rule is that a project cannot be supported with more than 50 %
in subsidies from public funds. The example of regular banking service is Country credit. Beyond
that there are general public subsidy and loan schemes for the entire country like SIVA and
Innovation Norway, along with regional and county regional measures.

Financing of the agricultural operation is not particularly different from other business activity.
But the agriculture is area- and capital demanding. The average percentages of debts per
participating holding have increased since the mid 90s and in 2006 it was at its highest with

44 .8%. The percentage of debt varies some in relation to the different forms of operation. Young
farmers have more debt than the elders. Sheep farmers and grain producers have a relatively
low debt compared to their belongings, while farmers combining pig breeding and corn
production have the lowest capital-to-assets ratio. The smallest holdings have the biggest
equity-to-assets ratio. The economy in the agricultural section fluctuate each year in conjunction
with the weather and market conditions, together with the general level of costs in society and
the variation in prices and subsidies. In the period between 1999 and 2007 the total nominal
income was between NOK 29 and 31 billion.

It is an aim that farmers shall be secured possibilities for income and circumstances as for the
rest of the population. It is also an objective to cut costs as a way of reducing consumer prices
and public subsidies. For a period this was accomplished by reducing the price on corn, so that
the costs for grain feed and hence the prices for farm animal products could be reduced.



13

Market regulations

Norway has for a long time had a strong import protection. Because of this, farmers receive a
higher price than in the world market, and the domestic agricultural production grows larger than
in a free market. This price difference is called border protection. The import protection has
contributed to high producer prices and consumer prices compared to our neighbouring
countries. But compared to the Norwegian income level in general, the prices may not be that
much higher.

It has been established a price system with an objective price for milk, egg, corn, apples etc.
The objective price amounts to the prices the agriculture may extract from the market in average
throughout the year by balanced market conditions and the fixed import protection. The system
works like this: if the prices received in the market exceed the objective price with 10 % two
weeks in a row, actions will be effectuated to reduce the price level. A time limited administrative
reduction of the prices will then be performed.

A so called milk quota has been settled for every property. The objective is to adapt milk
production to market needs. If the farm delivers more litres then permitted, it will be charged a
surplus production tax of NOK 3.30 per litre. It is allowed to dispose of the quotas, but it has to
be sold as a whole. 50 % of the quota must be sold to the State, while the remaining 50 % can
be sold on the private market. To purchase a milk quota one has to own an agricultural holding
with an existing quota. In addition, a holding may rent quotas from other holdings. The quota can
be rented joint or split, so more than one can rent from the same lessor. The shortest period of
renting is 5 years. The lessee pays a provision of 25 % of 1 years rent.

Subsidy schemes

Subsidy schemes are important when considering type of organizational structure. Some of the
schemes have special terms for co-operatives and companies. The last years there have been a
desire to simplify the use of policy instruments in the agriculture. Many schemes have been
joined. The State wants to contribute to a steering based on frame work rather than one highly
based on details, and in that way strengthen the farmer’s roll as a self-employed business man
or business woman. We will here give an overview of some of the most important subsidy
schemes.

Production and price subsidies together with investment measures are the subsidies of
highest economic importance for the agriculture in Norway. Price subsidy is a subsidy connected
with the produced amount by a rate per produced unit. The size of the production will thus be
vital in determining how much the producer will receive in subsidy. The rate can be the same
nation wide or differentiated geographically. The production subsidy is connected to the use of
production factors. For example, it can be given area or farm animal subsidy per area or farm
animal unit. In other words will the size of each farm determine how much the farmer receives in
subsidies.

In principle one may say that a price subsidy favours the production (the amount of meat, milk
etc,) while a production subsidy favours input factors (area and number of animals). Production-
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and price subsidies are paid through distributive trades as opposed to the subsidies which are
paid directly to the farmer. Enterprises which only in a small scale contribute to the production of
collective goods and which barely contribute to the employment and settlement pattern in the
districts, receive less budget support in the form of price and production subsidies. They must to
a larger extent base themselves on income from the market and are more dependent on the
border protection which lies in the import protection.

For the past 20 years it has been emphasized to reduce price subsidies and increase the more
production neutral and quantity independent subsidies, based on area and number of animals.
The reason for this is a wish to moderate production pressure, reduce overproduction especially
of meat and milk and have a more environmentally friendly production.

Investment grant are financed by Innovation Norway. The aim is to reduce the costs for each
individual farmer. The most central investment grants are community development funds and the
value creation program for food.

With community development funds we mean amongst others investment subsidy and interest-
free loans over the Agricultural Agreement. These funds, directed towards companies, are
managed by Innovation Norway, while the county governor manages funds for research and
adaption. In addition administrates the Ministry of Agriculture and Food funds directed towards
business development of interest for large parts of the country.

The environment subsidy arrangement is administered by the Agricultural Development Fund.
This is support and subsidy towards environmental measures. A national environmental program
has been made. In this lie area- and cultural subsidies, contribution to ecological production and
subsidies for animals on rough grazing pasture-land. In addition there are regional and local
environmental programs with different subsidy schemes.

The subsidy rates per animal are reduced gradually by an increasing livestock. This implies that
if the enterprise is organized as a joint operation the subsidy will be lower than if the participants
had received separate subsidy for their share of the livestock. The area- and cultural subsidies
are on the other hand calculated separately for each participant.

Subsidies for ecological farming are given to farmers who reorganise their production. It is
given directly in the form of reorganisation- and area subsidies. In addition, every year funds are
put aside in the agricultural settlement for development measures in ecological farming. In 2008
this was NOK 43 millions. The demand for ecological products has increased the past few years
and it is considered as a marketing possibility the Norwegian agriculture should utilize better.

Subsidy for relief workers is one example of subsidies for health benefits and social
arrangements. A farmer which qualifies certain conditions may get a state contribution to hire a
relief worker. One of the terms is that the farmer can document the costs of relief. The subsidy is
based on the number of animals the farmer holds. In 2008, 35 000 farmers qualified for relief
measurements, which generates between NOK 5 000 and 58 000 a year per farmer.

With exception of companies with liability, relief subsidies are not given to enterprises organised
as companies. Relief contributions are neither given to someone who has trade income from the
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property it is applied relief for. Relief subsidy is further not given to reciprocal relief between
partners in a generation partnership.

Special subsidies to joint operations are given to stimulate such establishments in dairy
production. The subsidy is given directly so there is no requirement to document the expenses.

A subsidy to “short travelled food” is also given. This means local food is a field of priority.
The tourism industry and restaurants use ever more products from a local farmer or some
distinct specialities. This has environmental advantages, and the proximity to the production
place gives a larger awareness in the population about the local environment.

Transport of food is associated with the release of fossil fuel. The shorter the food “travels”, the
less pollution is created. But the profit of “short travelled food” is disputed. There are studies
which show that in the greater context it will - in relation to a marginal food producer as Norway -
be an advantage to import the food.

Another aspect of buying local produced food is that this contributes to back up local trade and
maintain the Norwegian cultural landscape.

5 STRUCTURE AND MANAGEMENT OF THE ENTERPRISE

How can the form of cultivation influence the organisation of management of the enterprise and
the decisions taken within cultivation (management, right to vote, decision, consent...)?

This depends on what kind of company structure one chooses to operate through. We will
therefore examine the different types of companies or structures it is possible to operate through
in Norway.

A sole proprietorship is not a company. Apart from a private limited company which may consist
of one participant, all other company structures require at least two participants.

A sole proprietorship is neither a legal entity of its own. For instance, it is not relevant to
distinguish between the owner’s personal debt and the company’s debt, because the owner has
a personal and unlimited liability for all debt, without regard to where it comes from. This
comprehensive liability is being compensated for through the fact that the owner decides
everything in the company.

For a so-called large sole proprietorship which have had in average more than 30 employees
the last three fiscal years, there applies some requirements equal to what is required in
companies with liability. This concerns representation access for the employees to the
partnership meeting and perhaps on the board.

The partnership meeting is a mandatory organ in a company with liability (ANS). In principle
all the partners have a right to participate on the partnership meeting. And if the company has a
board of directors or a manager, they have a duty to be present at the meeting. If the company
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during the last three years has had in average more than 30 employees, these employees may
choose two members for the partnership meeting.

The partnership meeting is the supreme agency in the company. This means that it can make
decisions in all matters. The partnership meeting also has the right to give instructions and to
reverse decisions if the company has a board of directors or a manager. All the partners have a
right to vote in the partnership meeting. There is in principle a request for unanimous decisions.

When the company neither has a board of directors nor a manager, each partner may carry out
actions which are natural and reasonable in the daily conduct of the company, and which are not
resisted by another partner. If there is a board of directors or a manager the rule is the opposite.

The board of directors is not a mandatory organ in a company with liability and therefore needs
to be arranged. There is no minimum requirement to the number of members — the company
may have a one man board. The members are chosen by the partnership meeting. The board of
directors has the authority to be in charge of the general management of the company, but it
cannot make decisions that according to the circumstances are of extraordinary nature or of
great significance. This comes to the partnership meeting.

The manager is neither a mandatory organ in a company with liability. The manager’s authority
implies to conduct the daily management. This does not include matters of extraordinary art or
of great significance. The relationship between the manager and the board of directors needs to
be determined concrete, in the light of the type and size of the company.

In a private limited company (AS) or a public limited company (ASA) the shareholders’
meeting is the company’s supreme agency. This implies that the shareholders’ meeting has a
general right to instruct, and to reverse decisions made by, the board of directors. It is in
principle only through participation on the shareholders’ meeting that a shareholder has the
opportunity to influence on the directing of the company. The shareholders’ meeting can as a
point of departure take up matters and make decisions related to any business concerning the
company, included who is to be in the board of directors. The shareholders’ meeting is a closed
meeting for the owners. No one but the shareholders is entitled to attend. Each shareholder is
free, through his right to vote, to ensure his economic interests in the investment.

As a main rule each share counts one vote, which means that all the shares represents an equal
right in the company. However, it can be restrictions on voting rights in the articles of
association. A decision by the shareholders’ meeting requires a majority vote. From this there
are certain exceptions. For instance, it takes a qualified majority by 2/3 to change the articles of
association.

The company’s leadership consists of the board of directors, a manager and possibly a
corporate assembly. A board of directors is mandatory, and the members are chosen by the
shareholders’ meeting. First of all the board of directors has an administrative responsibility,
which involves a direct liability for its own administration of the company. Secondly it is
responsible for supervision, which means a responsibility for others’ actions and omissions in
relation to the administration, including the manager and the administration. The board of
directors may instruct and reverse decisions made by the daily management.

The manager is engaged, as a point of departure, by the board of directors. He or she is in
charge of the daily management of the company’s business and shall follow guidelines and
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orders given by the board of directors. The manager has some legalized rights. The board of
directors and the manager have in fact overlapping competence, but the board’s power is wider.

The corporate assembly is as a point of departure mandatory in companies with more than 200
employees and shall consist of at least 12 members. Since it is very rare that a cultivation
enterprise has more than 200 employees, corporate assembly is a rare thing.

The principle for a co-operative is that those who engage in the production or makes use of it,
also manage it, so that the profit does not acquire in the hands of external capital owners.

The annual meeting is the supreme authority. All the members have the right to meet, and each
member has, as a point of departure, one vote. People with shared membership can only cast
one vote. A member has the right to take up a matter on the annual meeting by reporting it to the
board before the notice of the meeting is being sent out. A regular decision on the annual
meeting requires a majority of the casted votes. The chairman of the board and the manager
must be present on the annual meeting and they have the right to speak. Other members of the
board may be present.

All co-operative enterprises must have a board. The board members are elected on the annual
meeting and shall, as a point of departure, be composed of at least three members. If the
company consists of more than 1000 members both sexes shall be represented in the board
according to special rules dependent on the number of board members. The board is
responsible for the regular administration of the company, included to supervise the manager
and the business in general.

The company is required, as a point of departure, to have a manager, but the company may
decide otherwise in the articles of association. The board engages the manager. The manager is
responsible for the company’s daily conduct, except in matters of extraordinary art or of great
significance for the company. In general the manager must follow guidelines and orders given by
the board.

When it comes to a co-ownership the co-owners own equally large shares, unless something
else is arranged. But this is unusual for agricultural holdings. Decisions are normally made
through a majority vote.

A particular problem is that very many estates of a deceased person (over 5000 of ca. 50.000
agricultural holdings in Norway), which owns an agricultural holding, is not being administrated
in many years. This may be caused by a by-passing of the rules concerning the duty to occupy
and operate the holding, disagreement among the heirs etc. The holding has often a low
economic value, but it may have a significant emotional and recreational value to the heirs. This
means that many agricultural resources are not soundly operated. Such a co-ownership opens
for disagreement. The Government now proposes that the agricultural authorities may be
capable of setting down a deadline for the accomplishment of the administration of these
estates. In the administration of an estate applies a variant of the allodial privilege, the
primogeniture.

6 FORM AND RESPONSIBILITY
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How can the form of cultivation have influence on the responsibility of the finance management
of the cultivators (limits, contractual debts or not)? Is the common practise of the banks
(personal security or family risk) able to remove these limits of responsibility by offering the
creditor a larger guarantee?

In what way can the form of cultivation have influence on the criminal responsibility (of the
cultivators)?

The answer to this is in general that the choice of company structure within the agriculture
contributes to steer the economic risk exposure one undertakes. As presented earlier in the
rapport, a sole proprietorship is often chosen by the cultivators. One of the reasons for this seem
to be that it is this type of ownership and structure the agriculture has been based upon “for all
times”, rather than a focus on the economic risk exposure. A sole proprietorship is not really a
type of company, but a term used on economic activity run for one individual’s account and risk.
By choosing a sole proprietorship one gets a personal liability for the running. To the extent one
borrows in connection with the enterprise, in the form of purchasing machinery or perhaps a new
building, the banks will often demand security in the machinery or the real estate. By depositing
security through a third party the economic exposure will decrease; in this way one will not to the
same extent be exposed to a bankruptcy if one should get payment difficulties.

If one instead chooses to establish a limited company to run the production one will not be
personal liable for the economic risk at a potential bankruptcy. Within for instance forestry,
where the operation is comprehensive both geographical and economic, such a company to run
the operation could be beneficial since a potential bankruptcy would not affect the rest of the
running.

Like for the rest of the society, one can only limit the economic liability through the existing types
of company structures. Nevertheless, it seems to be fewer bankruptcies and less economic
mismanagement within the agriculture than elsewhere in the society. This may be due to several
reasons. To point at some, it may be due to the fact that activity within the agriculture is to a
greater extent conducted in a small-scale size. At the assessment of what one can deposit for
securities a concrete evaluation is made of each building or machine. In society elsewhere the
assessment may be done in the value of a company’s estimated goodwill, potential profit and
machinery and plant, values that depends on the market fluctuation in a completely other way. In
addition, the market fluctuation is reduced by subsidies from the authorities. In this way the
earning for the cultivators is secured notwithstanding the fluctuation. Beyond this may also be
mentioned that the social network within the agriculture often is good. It is not unusual that the
extended family steps in when the farmer meets problems. The cultivator often also has a good
relationship to the local bank, which may give extra assistance when problems occur. Finally is
mentioned that it is very common that the cultivator supplements the income by taking another
job, which secures a stable economy, or perhaps that the partner has a job besides from the
holding.

The choice of operating mode will not in itself affect the cultivator’s possibilities to make use of
the legal system. We have no special agricultural courts. In contract one can agree to arbitrate a
potential conflict. This is not particular for the agriculture, but may freely be arranged in any
contract.
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7 FORM AND TAXATION

Which are the elements of taxation (special or of common law) that are applicable to the
agricultural cultivations favouring:

- the transmission of cultivations
- relief of taxation

- the investment

-efte...

Generally applies the same tax rules for agriculture cultivation as for other industry. Still,
taxpayers with a positive trade income from agriculture have since 2000 been able to subtract in
the general income an agricultural tax deduction.

This agricultural tax deduction in the general income is given to taxpayers who either have
had income from business in the form of farming, market garden or gardening more than half of
the income tax year, or have conducted bee-keeping or fur farming as a business.

The condition for the tax deduction is as a main rule that the tax payer has lived on the
production unit according to the rules on national registration more than half of the income tax
year. It is not required that the taxpayer owns the production unit. The agricultural tax deduction
may thus be given to a person who rents or leases the production unit if the remaining
conditions are fulfilled.

This tax deduction is in other words personal, and one will not obtain the agricultural tax
deduction if the business is organized as an AS. The deduction is given in a way that for
instance makes it possible to keep the prices down. For 2008 the general tax deduction was
NOK 54 200.

It is also a fact that form does not involve a special tax regime. It is the reality that counts;
without regard to in what form the business is run. The exception is the so-called agricultural tax
deduction.

The tax rules are, as a point of departure, neutral so that choice of company structure does not
imply different consequences for social capital, investments, financing and guarantees, - except
the agricultural tax deduction, which only is given to physical persons who is supposed to
occupy and operate the holding. This is the arrangement ever since 1992. There is a duty to
occupy and operate all agricultural holdings. Hardly any limited companies have been given a
concession to own an agricultural holding. There is a restrictive practice. But a company to run
the production can easily be set up. Then, as mentioned, one looses the agricultural tax
deduction.

Accountability can be “complete” or “limited”. The partition between complete and limited
accountability is tied up to the organizational structure, and to a certain extent to the economic
size. The partition is in other words independent of the run industry. For limited companies the
accountability is absolute, while there are rendered exemptions for those organizational
structures where one usually finds the agricultural enterprises, namely the sole proprietorships,
the co-operatives and the companies with liability of little significance. All the limited companies
together with other accountable businesses defined as "big companies” have in addition a duty





















