Statutory Document No 64/08

" INCOME TAX ACT 1970
INCOME TAX (FAROES) (DOUBLE TAXATION ARRANGEMENTS)
' ORDER 2008 .

Approved by Tynwald -~ 12" March 2008
Coming into operation in accordance with article 1(2)

In exercise of the powers conferred on the Councit of Ministers by sect_ion' 54 of the
Income Tax Act 1970', and of all other enabling powers, the following Order is hereby

made:-

Citation and commencement

“1. (1) This Order may be cited as the Income Tax (Faroes) (Do,ublé Taxation

_ Arrangements) Order 2008.
~ (2) This Order shall come into operation on the day on which it is approved by Tynwald

—

Information exchange arrangements

2. (1) Itis declared that the applicable arrangements have been made with the contractmg
country with a view to affording relief from double taxation in relation to income tax and the
tax of a similar character imposed by the laws of the contracting country and it is expedient
that those arrangements have effect under section 54 of the Income Tax Act 1970.

2) In th1s article —
“spplicable arrangements” means-

(a) the arrangements for the avoidance of double taxation with respect to individuals
contained in an agreement between the Government and the Government of the
Faroes signed in Oslo on 30 October 2007 and set out in the Schedule 1; and

(b) the arrangements for the avoidance of double taxation with respect to enterprises
operating ships or aircraft in international traffic contained in an agreement
between the Government and the Government of the Faroes signed in Oslo on 30
October 2007 and set out in Schedule 2;

“contracting country” means the Faroes.

P XXIp.260

Price £2.50



Article 2(2) SCHEDULE 1

' AGREEMENT BETWEEN
THE ISLE OF MAN AND THE FAROES
FOR THE AVOIDANCE OF DOUBLE TAXATION ON
| INDIVIDUALS

TherGovernment_o_f the Isle of Man and the Government of the Faroes,

e desiring to supplement the Agreement for the exchangé of information
reléting- to tax matters concluded on 30 October 2007 by conciuding an -
Agreement for the aQoidahce of double taxation on individuals with

~ respect to taxes on income, |

o considering that the 'GO\)ernmént of the '.Faro.es concludes 'lthis
agreement on -behalf of the I_(ingdom of Denmark pursua.nt to the Act
on the Con_dUsion of Agreements under International Law by the

~ Government of the Faroes,

have agreed as follows:



ARTICLE 1
INDIVIDUALS COVERED

This Agreement shall apply to individuals who are residents of one or both

of the Parties.



ARTICLE 2
TAXES COVERED

1. The existing taxes to which the Agreement shall .aley are:
'a) in the case of the Isle of Man:
taxes on income or profit
(hereinafter referred to as “Manx tax”).
b) ~ in the case of the Faroes:
taxes on income or profit

(hereinafter referred to as “Faroese tax"). -

2 The Agreement shall apply 7a-'lso to any identical or substentially similar
| taxes that are lmposed after the date of Slgnature of the Agreement in
addition to, or in place of, the. exustmg taxes. The competent authorltles of
“the Parties shall notify each other of any significant changes that have been

made in their taxation laws concerning individuals.



ARTICLE 3
GENERAL DEFINITIIONS

1. For the purposes of this Agreement, unless the context oi:herwise

requires:

-a)

b)

d)

the term “a Party” means the Isle of Man or the Faroes, as the
context requires; thé_a' term “Parties” means the Isle of Man and

the Faroes;

~ the term “Isle of Man” means the island of the Isle of Man;

the term f‘tﬁe Faroes” means the landmass of therF'aro,es and

their territorial waters and any area outside the territorial waters

where the Faroes according to Faroese legislation and in
~accordance with international law, may exercise rights with

| respect to the seabed and subsoil and their natural resources;

the term “competent authorfty” means;
(N ~in the case of the Isle of Man, the Assessor of Income
B ;i'ax or.his delegate; |

(i) in the Faroes, the Minister 6f Finance 6r his authorised
representative or the authority which is designated as a
competent authority for the purpose of this Agreement;

the term “enterprise” applies to the carryiné on of any buéiness;

the term “interhationai traffic” means any transpdrt t;y é ship or-

aircraft operated by an enterprise of a Party, except when the



| ship or aircraft is operated solely between plates in the other

Party.

2. . As regards the app!i:cﬂation of the Agreement at any time by a Party,
any term not defined therein shall, unless the ‘context othenNise- requires,
have the meaning that it has at that time under the law of that Party fof the
purposes of the taxes to which_the Agreerﬁent applies, any meaning uhdér
the applicableltax_ laws of th_at Parfy prevailing over a rheaning gjiven to_the

term under other laws of that Party.



ARTICLE 4
RESIDENT

1.  For the purposes of this Agreement, the term “resident of a Party”
means in respect of an individoal any individual who, under the laws of that
Party, is liable to tax thérein by reason of his domicile, residence.or any other
criterion of a similar nature. This term, however, does 'no; include ao
individual who is liable to tax in.thet Party-r in respect only of income from

sources in that Party situated therein.

2.  Where by reason -of the provisions of paragraph 1 an individual is 'ar
‘resident in both Parties, then his status shall be determined as follows:
a)  he shall be deemed to be a -reside_nt only of the Party in which
he has a permanent _home aveilable to him; if he has a
permanent home available to him in both Parties, he shall be
deemed to’ be a resident ohly of the Party with which his
personal and economic relations are closer (centr'_e of vital
| interests);
b)  if the Party in which he has his centre of vital interests cannot
be determined, or if he has not @ permanent home available to
him in either Pétty, he shall be deemed to be a resident only of

the Party in which he has an habitual abode;



¢) i he has a habitual abode in both Parties or in neither of them,

the competent authorities of the Parties shall settle the question

by mutual égreement.



 ARTICLES
INCOME FROM EMPLOYMENT

1. Suﬁject to the ﬁrqvisions of Articles 6, 7, 8 and 9, salaries, wages and
other similar remunération derived by a resident of a Party in respect of an
employment shall be't,axabie only in that Party unless the employment is
exercised in. the other Part_y. If the employment is so exercised, such

remuneration as is derived therefrom may be taxed in that other Party.

2. Notwithstanding the pfovisions of paragraph 1, remuneration derived
by a resident of a Party in respect of an empioymént exercised in the other
Party shall be taxable only iﬁ the first-mentioned Party if:

a) the recipient is present in the other Party for a period or peridds
nof exceeding.in the aggregate 183 days in any twelve month
iperiod Vcom'mencing or ending in the fiscal year concerned; and

b) the remunération is paid by, or on behalf of, an empioyer who is
not a resident of the other Party; and |

‘c) | the remuneration is not borne by a fixed place of bu;siness o
through which fhe business is wholly or pa-r.t!y carried on which

the employer has in the other Party.

3. Paragraph 2 of this Article shall not apply to remuneratio'n derived by a

resident of a Party in respect of an employment exercised in the other Party



and paid by, or on behalf of, an employer who is not a resident of that other
Party if: - | |
a) the recipient rend_ers services in the course of that employment
to a person other than the employer and that person, directly or
indirectly, supe_rvis,es, directs or controls -the manner in which
those services are performed, and; |
b) _those services cﬁnstitute ah intégral- part of the business '

-activities carried on by that person,

4, Notwithstanding the preceding provisions of this Article, remuneration
~ derived in respect of an employment exercised aboard a ship or aircraft
operated in international traffic by an enterprise of a Party, may_bei‘taxed in

that Party.



ARTICLE 6
DIRECTORS’ FEES

Directors’ fees and other similar payments derived by a resident of a Party
in his capacity as a member of the board of directoré or any other similar
organ of a company which is resident of the other Party may be tax‘ed in

that other Party.
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ARTICLE 7
ARTISTES AND SPORTSMEN

1. Income derived by a resident of a Party as an entertainer, such as a
theatre, motion picture, radio or television artiste, or a music‘ian, or as a
sportsman, from his personal activities as such exercised in the other Party,

may be taxed in that other Party.

2.  Where income in respect of personal activitiés exercised by an
erntertai'ner or a sportsmfc'\n in his capacity as suc.h accrues -not to the
.er'ltertainer or spo&sman himself but to another iﬁd_ividual or légal entity, that -
i.ncome may be taxed in the Party in whiéh the activities of the entertain'er or

sportsman are exercised. -

1l



ARTICLE 8
PENSIONS

Pensions and other similar remuneration arising in a Party, payments
under the social security legislation of a Party and payments under émy

other schemé out of funds created by a Party, may be taxed in that Party.
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ARTICLE 9
GOVERNMENT SERVICE

1.  a) Salaries wages and other similar remunération, other than a
pensnon, paid by a Party or a political subdivision ora statutory
body or .a locai authonty thereof to an mdsvnduat in respect of
services rendered to that Party or subdivision or body or

| ‘authority shall be taxable only in that Party |
b) However, such salanes wages and other similar remuneration
shall be taxable only in the other Party - if the services are
' rendered in that Party and the individual is a resident of that
Party who tlid not bé_come a resident of that Party solely for the

purpose of rendering the services.

2. The provisiohs of Articles 5, 6 and 7 shall apply to salaries, wages, and )
other similar remuneration. in respect of services rendered in connection with
a business carried on by a Party or a political subdivision or a statutory body

or a local authority thereof.
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ARTICLE 10
STUDENTS

Payments which a student or business apprentice who is or was
_immediately before visiting a Party a-resident of the other Party and who |
is present in the first-mentioned Party solely for the purpose of his
education or training receives for the purposé of his maintenahce,
education or training's.hall .not be taxed in that Party, provided that such |

payments arise from sources outside that Party.

14~



ARTICLE 11
ELIMINATION OF DOUBLE TAXATION

1In the Isle of Man double taxation shall be avoided as follows:

Subject to the provisions of the laws of the Isle of Man regarding the

aliowance as a credit against Manx tax of tax payable.in a territory

outside the Isle of Man (which shall not affect the general principle.

hereof),

)

iif)

subject to the'p'rovis'ions of sub-paragraph i), where a resident
of the Isle of Man derives income which, in accordance with the
provisions of this Agreement, may be taxed in the Faroes, the

Isle of Man shall allow as a deduction,:frorh the tax on the.

income of that resident, an amount equal to the income tax'paid

in the Faroes;

such deduction shall not, however, exceed fhat bart” of the
income tax, as computed before the dedulction‘ is given, which is
attributable to the income which may be taxed in the Faroes; |
where a resident of the Isle of Man derives 'income which, in :
accordénce with the brovisions of this Agreement 'shallr be
taxable only in the Faroeé, the Isle of Man may include this

income in the tax base, but shall allow as a deduction from the

income tax that part of the income tax which is attributable to

the income dérived from the Faroes.
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In the Faroes double taxation shall be avoided as follows:

Subject‘to the provisions of the laws of the Faroes regarding the

allowance as a credit against Faroese tax of tax payable in a territory

outside the Faroes (which shall not affect the general principle hereof); .

D)

: :ii)

i)

subject to the provisions of sub-paragraph iii), where a resident
of the Faroés derives income which, in accordahce with the -
provisiqns of this Agreemeht, may.be taxed\ in the Isle of Man,
the Faroes shall a’ll'ov\} as .a. deducti_on -from. the tax on the

income of that resident, an amount equal to the income tax paid

" in the Isie of Man;

such deduction shall not, however, exceed that part of the

. income tax, as computed before the deduction is given, which is

a_ttributable to the income which may be taxed in the Isle of -
Man; | |

where a resident. 6f the Faroes derives income_ which, Ain
accordance with the provisions of this Agreement shall be -
taxable only in the’IsIe_of Man, thé Faroes may include this
income in the tax base, but shall aliow as a deduction from the
income tax that part o{' the income tax whith is attributable to

the income derived frdm the Isie of Man.
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~ARTICLE 12
MUTUAL AGREEMENT PROCEDURE

1. Where an individual considers that the actions of one or both of the
Parties result or will result for him m taxation not in' accordance with the
provisionéof this Agreement, he may, irrespective of the remedies provided
by the domestic law of those _Part_ieé, present his case to the competent
authority of the Party of which he is'a resident. The case must;be presented
within three years from the first ndtiﬂcation- of the action resulting in taxation

not in accordance with the provisions of the Agreement.

-2 | The competent authority sharll endeavour, if the objection’ appears to it - .
to be jusﬁﬁed and if it is not itself able.to arrive at a sétisfactory solution,‘to
resolve the 'casé by mutual agreement with the competent authority of the
other Party, with a view to the avoidance of taxation which is not in
accordance with the Agreement. Any agreement reached shall be
implemented notwithstanding any time limits in the domestic law of the

Parties.
3. . The compete'nt authorities of the Parties shall endeavour to resolve by

mutual agreement any difficutties or doubts arising as to the interpretation or

application of the Agreement.
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4, The competent authorities of the Parties may communicate with each
other directly for the purpose of reaching an agreement in the sense of the

preceding paragraphs.

18



- ARTICLE 13
ENTRY INTO FORCE

1.  This Agreement shall enter into force on the thirtieth day after the later
of the dates on which each of the Parties has notified the other in writing that

the procedures required by its law have been complied with.

2. Thé Agreem_éﬁt shall have effect:
a)  inthe Isle of Man: |
“in respect of Manx tax, on tax chargeable for any .tax year.
beginniﬁg on or after the sixth day of April of the year next
.following that in which this Agr'eeheﬁt enters into force;
by in the Faroes:
: inl respéct of Faroese ta'x,ron tax chargeable fbr any tax year -
beginning on or after the first day of January of the year next

following that in which this Agreement enters into force.

3. Notwithstanding paragraph 2 of this Article, the Agreement shall only
be applicable when the Agreement signed on 30 October 2007 between the
Isle of Man and the Faroes for the exchange of information relating to tax

matters.shall have effect.
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- ARTICLE 14
TERMINATION

1. This Agreement shall remain in force until terminated by a Party.
Either Parfy may terminate the Agreement by giving written notice of
- términatidn at least six months before the end of any calendar year. In such
case, the Agreément shall cease to have efféct on takes_ chargeabie for any
tak year beginning on 6r after the first day of January of the year next

following the end of the six months period.

2: Notwithstanding paragraph 1 of this Article, this Agreement will be
terminated,_withdut giving notice of terminatibn, on the da_té of termination of
the Agreement signed on 30 October 2007 between the Isle of Man and the

Faroes for the exchaﬁge of information relating to tax matters.

20



In witness whereof the undersigned being duly authorised thereto have

signed this Agreemént.

~ Done at Oslo, this Thirtieth day of October 2007, in duplicate in the English language

FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF
THE ISLE OF MAN: THE FAROES:
/{/ ] L / -: ‘:5(';

.........................................
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Article 2(2) SCHEDULE 2

AGREEMENT BETWEEN
THE ISLE OF MAN AND THE FAROES FOR THE
' AVOIDANCE OF DOUBLE TAXATION WITH RESPECT
TO ENTERPRISES OPERATING SHIPS OR AIRCRAFT
IN INTERNATIONAL TRAFFIC

14

The Government of the Isle of Man and the Government of the Faroes,
¢ desiring .to.conc'lude an agre.ement for the avoidance of do_uble taxation
with respect to enterprises' Operating ships or aircraft in international
.trafﬁc,
- considering that 'tHe"Governhent of the Féroes con.clud_es this agreement
‘on behalf df the Kingdom of Denmark pursuant to the Act on the
Conclusioﬁ of Agreements under International Law by the Government of

the Faroes,

have agreed as follows:



ARTICLE 1
DEFINITIONS

1. For the purposes of this Agreement, unless the context otherwise

requires:

(a

(b)

() |

(d)

(e)

)

@

h

the terms "a Party” means the Faroes or the Isle of Man, as the
context requires; the term "Parties” means the Faroes and the Isle
of Man; -

the term “the Faroés" means the landmass of the Faroes and their "

~ territorial waters and any area outside the territorial waters where

the Faroes according to Faroese legislation and in accordance with

international law, may exerdcise rights with respect to the seabed

-and subsoil and their natural resources;

the term "Isle of Man" means the island of the Isle of Man;
the term "person” includes an individual, a company and any other
body of persons;

the term “compary” means any body corporate or any entity that

is treated as a body corporate for tax purposes;

the term "resident of a Party" means any person, who under the

law of that Party is liable to tax therein by reason of his domicile,

residence, place of management, place of incorporatiori or any
other criterion of a similar nature,;

the term "enterprise of a Party" means an enterprise, carried on by
a resident of a Party;

the term "international traffic' means any transport by a ship or

2



o)

aircraft operated by an enterprise of a Party, except when the ship

or aircraft is operated solely between places in the other Party;

the term “income derived from the operation of ships or aircraft in

“international traffic” means revenues, gross receipts and profits

derived from:

(i)

(ii)

' (iiij

(iv)

(v)

such operation of ships or aircraft for the transport of
passengers or cargo; |

the rental on a charter basis of ships or aircraft where the
rental is anciltary to 'th.e operation of ships or aircraft in
internafional traffic; | _

the sale of tickets or similar documents and the provision of
serviceé connected with such operation, either "ﬂ-)r the -

enterprise itself or for any other enterprise, where such sale _

of tickets or similar documents or provision of services is

directly conhected with or ancillary to the operation of ships
or aircraft in interhatibnal traffic;

the use, maintenance or rental of containers (including
traiieré and related equipment for the transport - of

containers) used for the transport of goods or merchandise,

- where the use, maintenance or rental is directly connected

with or ancillary to the operation of ships or aircraft in

~_international traffic;

interest on funds deposited directly in connection with the

operation of ships or aircraft in international traffic.

the term "competent authority” means:

3



i) in the case of the Faroes the Mi_nister of Finance or his’
authorised repreéentétive or the authority which is
designated as a competent authority for the purpose of this
Agreement; |

i)  in the case of thé,Is!e of Man, the Assessor of Income Tax
or his delegate. -

2. As regards the application of the Agreemént at ény time by a Party, any
term not defined therein shall, unless the context otherwise requires, have the |
| meaning that it has at that time urnder the law of that Party for the purposes of
the taxes to which the Agreement applies, any meaning under the applicable ta$< '
laws of that Party prevailing over a meaning given to the term under other laws

“of that Party.



ARTICLE 2
AVOIDANCE OF DOUBLE TAXATION

1. Income derived from the’ operation of ships or aircraft in international

traffic by an enterprise of a Party shall be taxable only in that Party.

2. Gains derived from the alienation of ships or aircraft or movable property
pertaining to the operation of ships and aircraft' in internétiona! traffic by an

enterprise of a Party shall be taxable only in that Party.

3. The provisions of paragraphs 1 and 2 shall also apply to income and gains
derived by an enterprise of a Party from the participation in a pool, a joint

business or an international operating agency.



ARTICLE 3
MUTUAL AGREEMENT PROCEDURE

1.  Where a person considers that the actions of one or both of the Parties
result or will result for him in taxation not in accordance with the provisions of
this Agreement; he may, irrespective of the remedies provided by the domestic
law of those Parties, present h_is case to the competent authority of the Party of
which he is a resident. The case must be presented within three years from the
first notiﬁcatiron of the action resulting in taxation not in accordance with the

provisions of the Agreemeht.

2. The competent authority shall endeavour, if the objection appears to it to
" be justified and if it is not itself able to arrive at a satisfactory solution, to resolve
the case by mutual agreement with thé competent aut'ho‘rity of the other Parcy,
‘with a view to the avoidance of taxation which is not in accordance with the
Agreemen_t. Any agreement .reached shall be impiemented notwithstanding any

time limits in the domestic law of the Parties. |

3. The competent authorities of the Parties shall endeavour to resoive by
mutual agreement any difficulties or doubts arising as to the interpretation or

application of the Agreement.

4, The competent authorities of the Parties may communicate with each

other directly for the purpose of reaching an agreement in the sense of the



preceding paragraphs.



ARTICLE4
ENTRY INTO FORCE

1. This Agreement shall enter into force on the thirtieth day after the later of
the dates on which each of the _Partitas has notified the other in writing that the
procedures required by its law have been complied with. The -Agree'ment shall
have effect on taxes chargeable for any tax year beginning on or after the ﬁrst'
day of January of the year next following that in Which this Agreehent enters

into force.

2 Notwithstanding paragraph 1 of this Articie, the Agreement shall only be
applicable when the Agreement signed on 30 October 2007 between the Isle of
Man and the Faroes for the exchange of information relating to tax matters shall

have effect.



ARTICLE 5
TERMINATION

1. This Agreement shall remain in force until terminated by a Party. Either
Party may terminate the Agreement by giving written notice of termination at
'least six rhonths before thé end of any calendar year. In such event, .the
Agreement shall cease to have effect on taxes charrgeable for any tax year
beginning on or after the first day of January of the year next fOIlowing the end | |

of the six months period.

2.  Notwithstanding paragraph 1 of this Article, this Agreement will be
terminated, without giving notice of termination, on the date of termination of
the Agreement signed on 30 October 2007 between the Isle of Man and the

Faroes for the exchange of informéti_on relating to tax matters.



In withess whereof the undersigned being duly authorised thereto have signed

this Agreement.

‘Done at Oslo,-mis‘Thirtieth day of October, 2007, in duplicate in the English language.

FOR THE GOVERNMENT OF | FOR THE GOVERNMENT
THE ISLE OF MAN: ', OF THE FAROES:

f (f«:&w /«ﬁ/csé’-*
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L
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Made this  { ¢t QJM—”D ' 2008‘

Chief Secretary

EXPLANATORY NOTE
(This Note is not part of the Order)

This Order is made under section 54 the Income Tax Act 1970. It impiements arrangements
‘negotiated between the Government of the Isie of Man and the Government of the Faroes for
the avoidance of Double Taxation with respect to individuals and enterprises operating ships
or aircraft in international traffic.



