WORTH KNOWING ABOUT:

Cars without registration tax

The Danish traffic law states that people resident in Denmark may

only drive in this country in a car registered in Denmark.
The starting point is also that the owners of cars registered in Denmark must pay
registration taxes. Only a few exceptions apply.

One exception applies to employees with company cars who live in Denmark but
work abroad for a foreign employer, who is established in another EU/EEA country.

Another exception applies to Danish self-employed persons working abroad.

Subject to certain conditions, self-employed persons may drive a car registered in
Denmark without paying registration taxes or drive in Denmark in a car registered
abroad.

These conditions relate both to the driver of the car and to the extent of the driving
in Denmark and abroad, which in this context includes both EU and EEA countries
and third countries.

The driver

The driver of the car must have a primary residence in Denmark and use the car for
business purposes abroad. The car must either be driven in connection with
employment by a foreign company or by a self-employed person carrying out
business activities abroad.

Employees in foreign companies
Foreign companies may place a tax-free car at the disposal of employees resident in
Denmark.

One condition is that the company’s headquarters or permanent place of business is
located abroad.

The driver must also actually and genuinely be employed by the foreign employer,
although it does not have to be the person’s main job.

Self-employed persons

These rules are also applicable to self-employed persons resident in Denmark,
provided they must conduct business abroad. This may either be via a place of
business abroad or by carrying out assignments and performing services abroad.
The rules therefore also apply to for example sales activities abroad.

It should be noted that the rules do not apply to the employees of self-employed per-
sons.

Business driving

Exemption from registration taxes may apply if the extent of business driving abroad
exceeds the business and private driving in Denmark. This is assessed on the basis
of two criteria: driving days and mileage.
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Driving days: If the car is used 185 days or more in Denmark within a 12-month
period, the car is regarded as essentially being permanently used in Denmark.
Conversely, if the car is used less than 185 days in Denmark within a 12-month
period, Danish registration taxes are not applicable.

Days of driving in Denmark linked to business driving abroad are not counted as
days of driving in Denmark when calculating whether the car meets the criterion of
being used on 185 days in Denmark.

Mileage: The total use of the car in Denmark is assessed in relation to the number of
kilometers driven for business purposes abroad within a 12-month period. If the
“foreign business mileage” during this period is less than the total “domestic
mileage”, the car is regarded as essentially being permanently used in Denmark.

Private driving abroad is not included when assessing whether this criterion has
been met. Conversely, private and business driving are both included when
assessing the mileage in Denmark.

Driving from a primary residence in Denmark to a foreign place of work is regarded
as business driving abroad when assessing the mileage.

Danish registration taxes are only payable if the car is regarded as essentially being
permanently used in Denmark according to both criteria. If, for example, a car is
deemed to have been used less than 185 days in Denmark, Danish registration taxes
are not payable even if its domestic mileage exceeds its foreign business mileage.

Permit

Before a car can be driven in Denmark without payment of registration taxes, you
must apply for a permit from the Danish TAX Authorities. We recommend applying
for prior approval by the Danish TAX Authorities, Motorstyrelsen, before any car
purchase arrangements are made. For this purpose, use form 21.022 on
www.skat.dk under Borger > Blanketter > 21 Punktafgift; motor, (only available in
Danish).

The application requirements include a declaration on the intended use of the car in
Denmark and abroad in relation to the driving days and mileage criteria.

The authorities do not require any documentation in the form of mileage records,
driving accounts, etc. However, the applicant must be able to document and render
probable that the car is covered by the exemption rule.

The permit must be kept in the car while driving in Denmark and shown to the police
on request.

Danish or foreign licence plates

Provided the above conditions are met and Skattestyrelsen has issued a permit,
a car registered abroad may be driven in Denmark with foreign licence plates and
without payment of Danish registration taxes.

Alternatively, the car can be registered tax-free in Denmark with Danish licence
plates.

Apart from the licence plates, the difference between Danish and foreign registration
is that weight or green owner’s taxes are payable for cars with Danish licence plates.
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