2 MARCH, 1959

~ The Income Tax Ordinance (Cap. 32)

ORDER

(under section 49 of the Ordinance)
E. P. ARROWSMITH,

NO. 12 OE 1958. GO’UGTnO?‘.
Whereas it is provided by section 49 of the Income Tax Preambie.

Ordinance that if the Governor in Council by Ovder declares that
arrangements specified in the Order have been made with the Govern-

ment of any territory outside the Colony with a view to affording

relief from Double Taxation in relation to Income Tax and an y tax of

a similar character imposed by the laws of that territory and that it

is expedient that those arrangements should have effect, the arrunge-

ments shall have effect in relation to Income Tax notwithstanding
anything in any enactiment :

And whereas by a Convention dated the 16th day of April,

1945, and a protocol thereto dated the 6th day of June, 1946, and a

Further protocol thereto dated the 25th day of May, 1954, and a

further protocol thereto dated the 19th day of Aungust, 1957,

£ between the Government of the United Kingdom and the Govern-

AN ment of the United States, arrangements were made among other
things for the avoidance of Double Taxation :

And whereas provision is made in the said Convention as
amended by the said protocols for the application by means of a
notification of extension given by either of the said Governments to
the other Government and ucceptance thereof by the other Govern-
ment of the said Convention as amended, subject to such modifica-
tions, if any, as may be specified in the notification, to all or any of
its C'olonies, overseas territories, protectorates or territories in respect
of which it exercises a mandate or trusteeship, which impose taxes
substantially similar in character Lo those which are the subject of the
said Convention :

And whereas by acceptance of a notification dated the thh_‘d
day of December, 1938, the said Convention as amended, with certain
modifications, was applied to the Colony of the Falkland Islands:
now, therefore, it is hereby declared by His Excellency the Governor
in Couneil —

e,

(a) that the arrangements specified in the First Schedule
to this Order, as modified by the provisions 95 the
Second Schedule to this Order, have been made with the
Government of the United States of America;

(b) that it is expedient that those arrangements should
have effect.

This Order may be cited as the Double Tnxil.tion Relief (Taxes
on Income) (United States of America) Order, 1958.

Made by the Governor in Execative Council on the 29th day of
December, 1958. -

J. Bounp,

Ref. 0527/IT1.
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FIRST SCHEDULE.
Part 1.

CONVENTION BETWREEN THE GOVERNMENT OF THE UNITED KINGDOM OF
GREAT BRITAIN AND NORTHERN IRELAND AND THE GOVERNMENT OF THE
UNITED STATES OF AMERICA FOR THE AVOIDANCE OF DOUBLE TAXATION AND
THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME.

The Government of the United Kingdom of Great Britain and Northern Ireland and the Govern-
ment of the United States of America,

Desiring to conclude a Convention for the avoidance of double taxation and the prevention of
fiscal evasion with respect to taxes on income,

Have appointed for that purpese as their Plenipotentiaries :

The Government of the United Kingdom of Great Britain and Northern Ireland :

The Right Honowrable the Earl of Halifax, X.G., Ambassador Extraordinary in Washington;
and

The Government of the United States of America :
Mr. Edward R. Stettinius, Jr., Secretary of State;

Who, having exhibited their respective full powers, found in good and due form, have agreed as
follows —

ARTICLE [
1. The taxes which are the subject of the present Convention are :(—

(a) In the United States of Aierica:

The Federal income taxes, inclnding surtaxes and excess profits taxes (hereinalter
referred to as United States tax).

{(b) In the United Kingdom of Greal Britain and Northern Ireland :

The income tax (including surtax), the excess profils tux and the national defence
contribution (hereinafter referred to as United Kingdom tax).

2. The present Convention shall also apply to any other tuxes of a substantially similar character
imposed by either Contracting Party subsequently to the date of signature of the present Convention or
by the Government of any territory to which the present Convention is extended under Article XXII.

ARTICLE I
1. In the present Convention, unless the context otherwise requires :—

{a) The term "“United States” means the United States of America, and when used in a
geographical sense means the States, the Territories of Alaska and of Hawaii, and the
District of Columbia.

(b) The term “United Kingdomn” means Great Britain and Northern Ireland, excluding the
Channel Islands and the Isle of Man.

(c) The terms “territory of one of the Contracting Parties™ and “‘territory of the other
Contracting Party” mean the United States or the United Kingdom as the context
requires.

(d) The term “Uniled States corporation™ means a corporation, associalion or other like
entity created or organised in or under the laws of the United States.

{e) The term “United Kingdom corporation” means any kind of juridical person crealed
under the laws of the United Kingdom. i

() The terms “corporation of one Contracting Party” und “corporation of the other Con-
tracting Party” mean a United States corporation or 2 United Kingdour corporation as
the context requires.

(g) The terw “resident of the United Kingdom™ means any person (other than a citizen of
the United States or 2 United States corporation) who is resident in the United Kingdom
for the purposes of United Kingdom tax and not resident in the United States for the
purpoges of United States tax. A corporation is to be vegarded as resident in the
United Kingdon if its business is managed and controlled in the United Kingdon.

The term “resident of the United Stutes” means any individual who is resident in the
United States for the purposes of United States tax and not resident in the United
Kingdom for the purposes of United Kingdom tax, and any United States corporation
and any parnership created or organised in or under the laws of the United States,
being a corporation or partnership which is not resident in the United Kingdom for
~ the purposes of United Kingdom tax.
T term "'United Kingdom enterpx'i.se"f'means an industrial or commercial enterprise
' king carried on by a resident of the United Kingdom.
ates f","’mea;n a 'ndust,rial or commercial enterprise or
) esident of the United States.
of one of th SCuntracting Parties” and “enterprise of the other
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hde commission aBe!]tt bl Okel' or Cuﬂtodlan actmg m the Drd]nal y course Of ln 8 busx'nemk
as Sl’(ch. Ihe ft.lCtt tvha-t an entel'pllse Of

) one of the Contracting Parties maintains in
the tervitory of the other Contracting Party a fixed place of business exclusively for
the .purchase of goods or merchandise shall not of itself constitute snch fixed place of
business a permanent establishment of such enterprise. The fact that a corporation
of one Contracting Party has a subsidiary corporation which is a corporation of the

other Contracting Party or which is engaged in trade or business in the territory of

such other Contracting Party (whether throngh a permanent establishment or other-

wise) shall not of itself constilute that subsidiary corporation a permanent establish-
inent of its parent corporation.

2. Tor the purposes of Articles VI, VII, VIII, IX and XIV a resident of the United Kingdom
shall not be deemed to be engaged in trade or business in the United States in any taxable year unless
such resident has a permanent establishient situated thevein in such taxable year. The same prineciple

shall be applied, mulatis mutandis, by the United Kingdom in the case of a resident of the United
States.

3. In the application of the provisions of the present Convention by one of the Contracting
Parties auny term not otherwise defined shall, unless the context otherwise requires, have the meaning

which it has under the laws of that Contracting Party reluting to the taxes which are the subject of
the present Convention.

ARTICLE 11X

1. A United Kingdom enterprise shall not be subject to United States tax in respect of its
industrial or commercial profits nnless it is engaged in trade or husiness in the United States through a
permanent establishment situated therein. If it is so engaged, United States tax may be imposed upon
the entire income of such enterprise from sources within the United States,

2. A United States enterprise shall not be subject to United Kingdom tax in respect of its

industrial or commercial profits unless it is enguged in trade or business in the United Kingdom through
@ permanent establishment situated therein. It it is so engaged, United Kingdom tax may be imposed
upon the entire income of such enterprise from sources within the United Kingdom : Provided that
nothing in this paragraph shall effect any provisions of the law of the United Kingdom regarding the
imposition of United Kingdom excess protils tax and national defence contribution in the case of inter-
connected companies.

3. Where an enterprise of one of the Contracting Parties is engaged in trade or bnsiness in the
territory of the other Gontracting Party through a permanent establishment situated therein, there shall
be attributed to such permanent establishment the industrial or connmercial profits which it might be
expected to derive if it were an independent enterprise engaged in the same or similar activities ander
the same or similar conditions and dealing at arm's length with the enterprise of which it isa permanent
establishment. and the profits so attribuled shall, subject to the law of such other Contracting Party, be
deemed to be income from sonrces within the territory of such other Contracting Party.

4. In determining the industrial or commercial profits from sources within the territory of one
ol the Conlracting arties of an enterprise of the other Contracting Party, no profits shall be deemed_ to
avise [rom the were purchase of goods or werchandise within the territory of the former Contracting
Party by such enterprisc.

ARTICLE IV

Where an enterprise of one of the Contracting Parties, by reagon of its particg’pahiou_ in the
Illil.lla;,"en]l;lellt,e control orp capital of an enterprise of the othen: (_)ontm.ct_mg Party, makes w1t:h or imposes
on the latter, in their commercial or financial relations, conditions different from those which would be
made with an independent enterprise, any profits \vl}i_(:h would but for those conditions ].mve accrgled to
one of the enterprises but by reason of those conditions have not so acerned, may be included in the
profits of that enterprise and taxed accordingly.

ARTICLE V

i i rovisi i 1 IV of the present Convention, profits

1. Notwithstanding the provisions of Articlgs IIT anc ¢ ] nt C . :
which an individual (other than a citizen of the United States) resident in the Um#?d;ngdO? mha_
United Kingdom corporation derives from operating sl;xps docnmen'ted or mr;:ra.ft registered un ler t e
laws of the United Kingdom, shall be exempt from United States tax, : ‘ ;

i i isi £ and IV of the present Conyention, p.
. twithstanding the provisions of Al.txcles III_’ wd 1 ‘ nt Convention, p
which ,21 citggh\(:f ‘the Uniﬁzd States not resident in tvhe'Umted ,Ixmgdomhor a tfh:;gedUS&;et? ch:po ==
derives from operating ships docamented or aiveraft registered uuder the” nvgq b e ?1 ed St:
be exempt from United Kingdom tax. : -

3. This Article shall be deewed to have su perseded, on 'anilq?;eg :ht?) %?fx t.i?i} o
as Lo United States fax, and on and after_ the Gth }!n){ Qf Al)flilblsa from 'ihebmé i offe
arrangements relating to reciprocal (‘.\'fl:]lz)h(él ;):;ﬁléggipgfp& : Uxxited";fKiiigdb
Government of the United States and the Govermnent o Loe Jntec “NEL
dated August 11, 1924, November 18, !924, No»emb;; 2l~);ég;:.fqm;nnr3 15
and March 16, 1925, which shall accordingly ceaseto ve effe

o ARMICIE V.

1. The rate of United States tax on divi
resident of the United ‘Kin'gdom’ who is snb}ect
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engnged in trade or business in the United States shall not exceed 15 per ceub: : Provided that such rate
of tax shall not exceed five per cent. if such resident is a corporation controlling, directly or indirectly,
at least 95 per cent, of the entire voting power in the corporation paying the dividend, and not more
than 25 per cent. of the gross income of such paying corporation is derived from interest and dividends,
other than interest and dividends received from its own subsidiary corporations. Such reduction of the
rate to five per cent. shall not apply if the relationship of the two corporations has been arranged or is
maintained primarily with the intention of securing such reduced rate.

2. Dividends derived from sources within the United Kingdom by an individual who is (a) a
resident of the United States, (b) subject to United States tax with respect to such dividends and (c)
not engaged in trade or business in the United Kingdom, shall be exempt from United Kingdom surtax.

3. Xither of the Contracting Parties may terminate this Article Ly giving written notice of
termination to the other contracting Party, through diplomatic channels, on or before the thirtieth day
of June in any year after the vear 1945, and in such eveni paragraph 1 hereof shall cease to be effective
as to United States tax on and after the first day of January, and paragraph 2 hereof shall cease Lo be
effeciive as to United Kingdom tax ou and after the tith day of April, in the year next following that in
which such notice is given.

ARTICLE VII

1. Interest {on Londs, securities, notes, debentures, or on any other form cf indebtedness) derived
from sources within the United States by a resident of the United Kingdom who is subject to United
Kingdom tax on such interest and not engaged in trade or business in the United States, shull be exempt
from United States tax; but such exemption shall not apply to such interest paid by a United States
corporation to a corporation resident in the United Kingdom controlling, directly or indirectly, more
than 50 per cent. of the entire voting power in the paying corporation.

2. Interest (on bunds, securities, notes, debentures, or on any other form of indebtedness) derived
from sources within the United Kingdom Ly a resident of the United States who is subject to United
States tax on such interest and not engaged in trade or business in the United Kingdom, shall be exempt
from Uniled Kingdom tax; but such exemption shall not apply to such interest paid by a corporation
resident in the United Kingdom to a United States corporation controlling, directly or indirectly, more
than 50 per cent. of the entire voting power in the paying corporation.

ARTICLE VIII

1. Roryalties and other aimounts paid as consideration for the use of, or for the privilege of using,
copyrights, patents, designs, secret processes and formulw, trade-marks, and-other like property, and
derived from sources within the United States by a resident of the Uniterl Kingdom who is subject to
United Kingdom tax on such royalties or other amounts and not engaged in trade or business in the
United States, shall be exempt from United States tax.

2. Royalties and other amounts paid as consideration for the use of, or for the privilege of using,
copyrights, patents, designs, secret processes and formula, trade-marks, and other like property, and
derived from sources within the United Kingdom by a resident of the United States who is subject to
United States tax on such royalties or other amounts and not engaged in trade or business in the United
Kingdom, shall be exempted from United Kingdom tax.

3. For the purposes of this Article the term “royalties” shall be deemed to inclnde rentals in
respect of motion picture films.

ARTICLE IX

1. The rate of United States tax on royalties in respect of the operation of mines or quarries or
of other extraction of natural resources, and on rentals from real property or from an interest in such
property. derived from sources within the United States by a resident of the United Kingdom who is
subject to United Kingdom tax with respect to such royalties or rentals and uot engaged in trade or
business in the United Siates, shall not exceed 15 per cent. :  Provided that any such resident may elect
for any taxable vear to be subject to United States tax as if such resident were engaged in trade or
hasiness in the United States.

2. Royalties. in respect of the operation of mines or quarries or of other extraction of natural
resources, and reutals from real property or from an interest in such property, derived from sources
within the Upited Kingdom by an individual who is (a) a resident of the United Staics, (b) subject to
_ United States tax with respect to such royaities and rentals, and (¢} not engaged in trade or business in

the United Kingdom, shall be exempt from United Kingdom surtax.

ARTICLE X

1. Apy salary, wage, similar remuneration, or pension, paid by the Government of the United
_ States to an individual {other than & British subject who is not also a citizen of the United States) in
respect of services rendered to the United States in the discharge of governmnental functions, shall be
pt from United Kingdom tax.

ny salary, wage, similar remoneration, or pension, paid by the Government of the United
‘an individual (vther than a citizen of the United States who is not also a British subject) in
rendered to the United Kingdom in the discharge of governmental functions, shall be

d States ta ,
of this Article shall not apply to puyments in respect of services rendered in
yusiness carried on by either of the Contructing Parties for purposes of
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within the United States if (a) he is present within the United States for a perioci or periods not exceed-
ing in the aggregate 183 days during such taxable year, and (b) such services are performed for or on
behalf of a person resident in the United Kingdom. '

2. An individual who is a resident of the United Btates shall be exempt from United Kingdom

tax upon profits, emoluments or other remumeration in respect of personal (including professional)
services performed within the United Kingdom in any year of assessment if (2) he is present within
the United Kingdom for a period or periods not exceeding in the agaregate 183 days during that year,
and (b) such services are performed for or on behalf of a person resident in the United States.

3. The provisions of this Article shall not apply to the compensation, profits, emoluments or

Otllier remuneration of public entertainers such ag stage, motion picture or radio artists, musicians and
athletes.

ARTICLE XII

L. Any _pez;sion (othgr than a pension to which Article X applies), and any life annuity, derived
from sources within the United States by an individual who is & resident of the United Kingdom shall
be exempt from United States tax.

2. Any pension (other than a pension to which Article X applies), and any life annuity, derived

from sources within the United Kingdom by an individual who is a resident of the United States shall
be exempt from United Kingdom tax.

3. 'The term “life annuity” means a stated sum payable periodically at stated times, during life
or Auring a specified or uscertainable period of time, under an obligation to make the payments in
cousideration of money paid.

ARTICLE XIII

1. Subject to section 131 of the United States Internal Revenne Code as in effect on the first day
of Jannary, 1945, United Kingdom tax shall be allowed as a credit against United States tax. For this
purpose, the recipient of a dividend paid by a corporaiion which is a resident of the United Kingdom
shall be deemed to bave paid the United Kingdom income tax appropriate to such dividend if such
recipient eleets to include in his gross income for the purposes of United States tax the amouant of such
United Kingdom income tax.

2. Subject to such provisions (which shall not effect the general principle hereof) as may be
enacted in the United Kingdom, United States tax payable in respect of income from sources within the
United Stales shall be allowed as a credit against any United Kingdom tax payable in respect of that
income. Where such income is an ordinary dividend paid by a United States corporation, such credit
shall take into account (in addition to any United States income tax deducted from or imposed on such
clividend) the United States income tax imposed on such corporation in respect of its profits, and where
it is a dividend paid on participating preference shares and representing both » dividend at the fixed rate
to which the shaves are entitled and an additional participation in profits, such tax on profits shall like-
wise be taken into account in so far as the dividend exceeds such fixed rate.

3. TFor the purposes of this Article, compensation, profits, emoluments and other remuneration
for personal (including professional) services shall be deemed to be income from sources within the
territory of the Contracting Parly where such services are performed.

ARTICLE XIV

A resident of the United Kingdom not engaged in trade or busine:ss in the United States shall be
exempt from United States tax on gains from the sale or exchange of capital assets.

ARTICLE XV

Dividends and interest paid on or after the first day of January, 1945, by a United Kingdom corp-
oration shall be exempt from United States tax except where the recipient is a citizen of or a resident of
the United States or a United States corporalion.

ARTICLE XVI

A United Kingdom corporation shall be exempt_fx:om United States‘tax on its accun:mlatec} or
undistribuled earnings, profits, income or surplus, if individuals who are regidents of theﬁgmted ngj-3
dom control, divectly or indirectly, throughout the last half of the taxable year, more than 30 percent. o

the entire voting power in such corporation.
ARTICLE XVII

i i ax liabili axable year beginning prior to the 1st January,
. The United States income tax liability for any tl_r‘m - m 1 e 5
1936 0% any ifldividual (other than a citizen of the Umtild bgattes) Fes_;le;&; ix; ;J;euingfedse lxilzngggxéxe,nprdggy
Uni <i ion, remaining uopaid on the date of siguatur , ention,
any United Kingdom corporation, remaining uppald « 3 of siguslaic of the presens Ton i
may be adjusted on a basis satisfactory to the United States Lommisst rovid:
bhai tl?e ;gl?ount to be paid in settlement of such Hability shall not exceal the gmomlt of the liabil
which would have been determined if — . . - .

(a) the United States Revenue Act of 193;3 (ﬁxcep:_ in t‘}x(i S:;:e p(;li\ Z Pl\ljzgd Km
in whicl: more than 50 per cent. of the en 1re‘ ng power was
indirvectly, throughout the latter half of the taxable year, by Ql"bme“
United States), and . , o

(b) Articles XV and XVI of the present Convention,

had been in effect for such year. If the taxpayer was not, Wi
engaged in trade or business in the United States and
the taxable year, the amonnt of interest and per
tax with respect to which such interest and

tliﬁi the meaning
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2. 'The Unifed States income tax unpaid on the dale of signature of the present Convention for
any taxable year beginning after the thirty-first day of December, 1935, and prior to the first day of
January, 1945, in the case of an individual (other than a citizen of the United States) resident of the
United Kingdom, or in the case of any United Kingdom corporation shall be delermined as if the
provisions of Articles X'V and X VI of the present Convention had heen in effect for such taxable year.

3. The provisions of paragraph 1 of this Article shall not apply -
(2) unless the taxpayer files with the Commissioner of Internal Revenue on or before the thirty-
first day of December, 1947. a request that such tax liability be so adjusted and furnishes
such information as the Commissioner may reguire ; or

{b) in any case in which the Commissioner is satisfied that any deficiency in lax is due to fraud
with intent to evade the tax.

ARTICLE XVIII

A professor or teacher from the territory of one of the Contracting Parties who visits the territory
of the other Contracting Party for the purpose of teaching, for a period nol exceeding two years, at a
university. college, school or other educational institution in the territory of such other Contracting Party
shall be exempted by such other Contracting Party from tux on his remuneration fov such teaching for
such period.

ARTICLE XIX

A student or business apprentice from the territory of one ol the Contracting Parties who is
receiving full-time education or training in the territory of the other Contracting Party shall he exempted
by such other Contracting Party from tax on paymeatls made to him by persons within the territory of
the former Contracting Party for the purposes of his maintenance, education or Lraining.

ARTICLE XX

1. The taxation aathorities of the Contracting Parties shall exchunge such information (heing
information available under the respective tuxation laws of the Contracting Partics) as is uecessary for
carrying out the provisions of the present Convention or for the prevention of rand or the administration
of statutory provisions against legal avoidance in relation to the taxes which are the subject of the present
Convention. Any information so exchanged shall be treated as secret and shall not be digclosed to any
person other than those concerned with the assessment and collection of the taxes which are the subject
of the present Convention. No information shall be exchanged which would disclose any lrade sceret or
trade process,

2. Asused in this Article, the term “taxation authorities” means. in the case of the United States,
the Commissioner of Internal Revenue or his authorised representative : in the case of the United King-
dom, the Commissioners of Inland Revenue or their authorised representative ; and, in the case of any
territory to which the present Convention is extended under Article XXII, the com petent authority for
the administration in such territory of the taxes to which the present Convention applies,

ARvrIcLE XXI

1. The nationals of one of the Contincting Parlies shall not. while resident in the tervitory of
the other Contracting Party, be subjected therein Lo other or more burdensome taxes Lthan are the
nationals of such other Contracting Party resident in its territory.

2. The term *nationals” as used in this Article means -

() in re]atiop to the United Kingdom, all British subjects and Brilish protected persons, {rom
the pmted Kingdom or any territory with respect to which the preseul Conventinn is
applicable by reason of extension made by the United Kimgdom under Article XXI1: and

(b) In relation to the United States, United States citizens, and all persons under the protection
of the United States, from the United States or any territory Lo which the present Conven-
tion is applicable by reason of extension made by the United States nnder Article XXII:
and includes all legal persons, partnerships and associations deriving their status as such
from, or created or organised under, the laws in force in any territory of the Conlracting
Parties 10 which the present Convention applies.

3. In this Article the word “taxes™ means taxes of every kind or deseriplion, whether national,
federal, state, provincial or municipal.

ARTICLE XXII

1. - Either of the Contracting Parties may, at the time of exchange of instrumenis of ratilication

 or thereafter while the present Convention continues in force, by a wrilten nolification of extension

the other Contracting Party through diplomatic chaunels, declare its desire that th: operation of

sent Convention shall extend to all or any of its colonies, overseas territories, proteclorates, or

es in respect of which it exercises a mandate, which impose taxes substantially similar in

1o those which are the subject of the present Convention. The present Convention shall

the territory or territories named in such notification on the date or dates specified in the

not being less than sixty days from the date of the notification) or, if no date is specified in

rritory, on the sixtieth day after the date of such notification, unless, prior to the

ention would otherwise become applicable to a parlicular territory, the Contract-

, catiomr is given shall have informed the other Contracting Puity in writing

channels that it does not accept such notification as to that territory. Iu the alsence
Convention shall not apply to any such territory.

m the %ﬂm' into force of an extension under
Al S ‘, i ,'k b
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present Convention shall cease to apply, six months after the date of such notice, to the territory or
territories named therein, but without affecting its continned application to the United States, the United
Kingdom or to any other territory to which it has been extended under paragraph 1 hereof.

3. Inthe application of the present Convention in relation to any territory to which it is extended
by notification by thef United Kingdom or the United States references to the “United Kingdom or, as
the case may be, the “United States” shall be construed as references to that territory.

4. The termination in respect of the United States or the United Kingdom of the present Con-
vention under Article XXIV or of Article VI shall, unless otherwise expressly agreed by both Contracting
Parties, terminate the application of the present Qonvention or, as the case may be, that Article to any
territory to which the Convention has been extended by the United States or the United Kingdom.

5. The provisiong of the preceding paragraphs of this Avticle shall apply to the Channel Islands
and the Isle of Man as if they were colonies of the United Kingdom.

ARTICLE XXIII

1. The present Convention shall be ratified and the instruments of ratification shall be exchanged
at Washington as soon as possible.

2. Upon exchange of ratifications, the present Convention shall have effect —

(a) as respects United States tax, for the taxable years beginning on or after the first day of
January, 1945;

(b) (i) as respeets United Kingdom income tax, For the year of assessment beginning on the 6th
day of April, 1943, and subsequent years; (i) as respects United Kingdom surtax, for the
vear of assessment beginning on the 6th day of April, 1944, and subsequent years; and
(iii) as respects United Kingdom excess profits tax and national defence contribution, for
any chargeahle accounting period beginning on or after the first day of April, 1945, and
for the unexpired portion of any chargeable accounting period current at that date.

ARTICLE XXIV

1. The present Convention shall continue in effect indefinitely but either of the Contracting
Parties may, on or before the 30th day of June in any year after the year 1946, give to the other
Contructing Party, through diplomatic channels, notice of termination and, in such event, the present
Convention shall cease to be effective —

{a) as respects United States tax for the taxable years beginning on or after the first day of
January in the year next following that in which such notice is given ;

(h) (i) as respects United Kingdom income tax, for any year of assessment beginning on or after
the 6th day of April in the year next following that in which such notice is given ; (ii) as
respects Uniled Kingdom surtax, for any year of assessment beginning on or after the 8th
day of April in the year in which such notice is given ; and (iii) as respects United King-
dom excess profits tax and national defence contribution, for any charggahle accounti_ng
period beginning on or after the first day of Aprilin the year next following t.ha}:in whgch
such notice is given and for the unexpired portion of any chargeable accounting period
current at that date.

2. The termination of the present Convention or of any Article thc_areof shall not [mve t.he.eﬁfect
of reviving any treaty or arangement abrogated by the present Convention or by treaties previonsly
concluded between the Contracting Parties.

In witness whereol the above-meutioned Plenipotentiaries have signed the present Convention
and have affixed thereto their seals.

Done at Washington, in duplicate, on the sixteenth day of April, one thousand nine hundred and
forty-five.

For the Government of the United Kingdom of Great Britain and Northern Ireland :
(L.S8.) HALIFAX.

For the Government of the United States of Ameriea :
(L.S.) E. R. STETTINIUS, Jr.

PART II - PROTOCOL.

The Government of the United Kingdom of Greal Britain and Northern Ireland and the Govern-
ment of the United States of America,

Desiving to conclude a supplementary Protocol modlifying in celflujlil respeecé.:. :getaznegv:l??:go Ifg; .
the avoidance ?)f donlile taxation and the prevention of fiscal evasion with resp -

which was signed at Washington on April 16th, 1943,

Have agreed as follows:
ARTICLE 1

Article X1 of the Convention of April 16th, 1943, for the avoida

Paragraph 3 of 5 tases. on Tnooms &b all

taxation and the prevention of Bscal evasion with respect

deleted and of no effect. =

ArmicLe I1
This Protocol, which shull he regarded as an in

and the instruments of ratification themof ghall De exchang
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In witness whereof the undersigned Plenipotentiaries, being authorized thereto by their respective
Governments, have signed this Protocol and have affixed thereto their seals.

Done at Washington, in duplicate, this sixth day of June, 1946.
For the Government of the United Kingdom of Great Britain and Northern Ireland :

JOHN BALFOUR,

His Majesty’s Envoy Extraordinary and
Minister Plenipotentiary in Washington.

For the Government of the United States of Ameriea :

JaMEs F. BYRNES,

Secretary of State of the
United States of America.

SUPPLEMENTARY PROTOCOL AMENDING THE CONVENTION FOR THE AVOIDANCE OF
DOUBLE TAXATION AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO
TAXES ON INCOME, SIGNED AT WASHINGTON ON THE I6re APRIL, 1945, AS MODI-
FIED BY THE SUPPLEMENTARY PROTOCOL, SIGNED AT WASHINGTON ON THE 6rH
JUNE, 1944.

The Government of the United Kingdom of Great Britain and Northern Ireland and the Govern-
ment of the United States of America,

Desiring to conclude a further supplementary Protocol amending the Convenlion for the Avoid-
ance of Double Taxation and the Prevention of Fiscal Kvasion with respect to Taxes on Income, signed al
Washington on the 16th April, 1943, as modified by the Supplementary Protocol, signed at Washington
on the 6th June, 1946,

Have agreed as follows:
ARTICLE 1

Paragraph 1 of Article XXII of the Convention of the 16th April. 1945, for the Avoidance of
Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income is hereby
amended to read as follows:

“1. Either of the Contracting Parties may, at any time while the present Convention coutinues
in force, by a written notification given to the other Contracting Party through the diplomatic
g channel, declare its desire that the operation of the present Couvention, either in whole or in part
or with such modifications as may be found necessary for special applicalion in a particulur case,
shall extend to all or any of its territories for whose international relations it is responsihle, whieh
impose taxes substantially similar in character to those which are the subject of the present Conven-
tion. When the other Contracting Party has. by a writlen communication throngh the diplomalic
channel. signified to the tirst Contracting Party that such notification is aceepted in respect of such
territory or territories, the present Convention. in whole or in part or with such modifications as
may be found necessary for special application in a particular case, as specified in the notification,
shall apply to the territory or lerritories named in the notification on and after the date or dates
specified therein. None of the provisions of the present Convention shall apply to any such Llerritory
in ihe absence of such acceptance in respect of that territory.”

ARTICLE TI

’l‘his_ supplemeula'ry Protocal, which shall be regarded as an integral part of the said Convention.
shall be ratified and the instruments of ratification thereof shall be exchanged in London.

In witn‘ess wherecf the undersigned, being authorized thereto by their respective Governments,
have signed this gupplementary Protocol and have affixed thereto their seals.

Done in duplicate at Washington this twenty-fifth day of May, 1954.
For the Government of the United Kingdom of Great Britain and Northern Ireland :

RoOGER MAKINS,
Her Majesty’s Ambassador lixtraordinary
and Plenipotentiary at Washington.
,For the Government of the United States of America :

JOoHN FOSTER DULLES,

Secretary of State of the
United States of Ainerica,

e
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SUPPLEMENTARY PROTOCOL BETWEEN THE UNITED KINGDOM OF GREAT BRITAIN
,@ND NORT{-IERN IRELAND AND THE UNITED STATES OF AMERICA AMENDING
THE CONVENTION FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE PRE-
VENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME, SIGNED AT
WASHINGTON ON THE 16TH APRIL, 1945, AS MODIFIED BY THE SUPPLEMENTARY
PROTOCOL SIGNED AT WASHINGTON ON THE §ru JUNE, 1946, AND BY THE SUPPLE-
MENTARY PROTOCOL SIGNED AT WASHINGTON ON THE 20rH MAY, 1954.

The Government of the United Kingdom of Great Britain and Northern Ireland and the Govern-
ment of the United States of America, Govern

Desiring to conclude a Further supplementary Protocol amending the Convention for the Avoid-
ance of Double Taxation and the Prevention of Fiscal Evasion with vespect to Taxes on Income, signed at
Washington on the 16th April, 1945, as modified by the Supplementary Protocol signed at ‘Washington
on the GLth June, 146, and by the supplementary Protocol signed at ‘Washington on the 25th May, 1954,

Have agreed as follows :
ARTICLE I

Paragraphs 1 and 2 of Article VIII of the Convention of the 16th April, 1945, for the Avoidance
of Double Taxation and the Prevention of Fiscal Kvasion with respeet to Taxes on Income are hereby
amended to read ag follows :

“I. Royalties and other amounts paid as consideration for the use of, or for the privilege of
using, copyrights, patents, designs, secret processes and formule, trade marks and other like property,
and derived from sources within the United States by a resident of the United Kingdom whao is sub-
ject o United Kingdom tax on such royalties or other amounts shall be exempt from United States
tax (a) if such resident is not engaged in lrade or busiuess in the United States through a permanent
establishment situated therein or (b) if such resident is so engaged the royalties or other amounts are
not directly associated with the husiness carried on through that permanent establishment.

“2. Royalties and other amounts paid as consideration for the use of, or for the privilege of
using, copyrights, patents. designs, secret processes and formule, trade marks and other like property,
antd derived from sources within the United Kingdom by a resident of the United States who is
subjeet tn United States tax on such royalties or other amounts shall be exempt from United King-
dem tax (a) if such resident is not engaged in trade or business in the United Kingdom through a
permanent establishment situated therein or (h) if such resident is so engaged, the royalties or other
amounts are not directly associaled with the business carried on through that permanent establish-
ment.”

ARTICLE II
Paragraph 1 of Article XIIT of the said Convention is hereby amended to read as follows :

“1.  Subject to Sections 901 to 905 of the United States Internal Revenue Code as in effect on
the 1st day of Junuary, 1936, United Kingdom tax shall be allowed as a credit against United States
tax. Ifor this purpose

(a) the recipient of a dividend paid by a corporation which is a resident of the United Kingdom

shall be deemed to have paid the United Kingdom tax appropriate to such dividend, and

(1) the recipient ol any voyalty or other amount coming within thq scope of Article VIII of
the present Convention shall be deemed to have paid any United Kingdom tax legally
deducted from the royalty or other amount by the person by or through whom any pay-
ment thereof is made,

il the recipient of the dividend or royalty or other amount, as the case may be.. elects to include it}'his
gross income Lor the purposes of United States tax the amount of such United Kingdom income tax.
ARTICLE III

1. This supplementary Protocol shall be ratified and the instruments of ratification shall be
exchanged at T.ondon as soon as possible.

2. This supplementary Protocol shall enter into force upon the exchange of instruments of
ratification and shall thereupon have effect —

(a) In the United Kingdom : L
(i) ag respects income tax and surtax for any year of assessment beginning on or after
the bth April, 1956, - o,
i g y ning on
i1) as respects profits tax for any chargeable accounting period begin 1 the
) li ;te?pril, 11956, and for the unexpired portion of any chargeable accounting pemo;} -

current at that date.
b) In the United States : .
( As respects taxable years beginning on or after the 1st January. 1956, -
In witness whereof the undersigned, being ;u}t.}mri;;led t;l;e:'gte?r‘lgatll;eir respecfslve G vem;ueuts,
have signed this supplementary Protocol and bave affixed there ; : ,

Done in duplicate at Washington this nincteenth day of A“gm"t'l%? :
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For the Government of the United Kingdom of Great Britain and Nortliern Ireland :

(1.8.) HAROLD CACCIA.
For the Government of the United States of America :
(LS. JoEN FoSTER DULLES.

SECOND SCHEDULE
APPLICATION

1. (a) The provisions of the Convention and Protocols incorporated in the First Schedule to this
Order shall apply as modified below -

(i) as if the Contracting Parties were the Colony of the Falkland Islands and the
Government of the United Stales; and as if the tax concerned in the case of the
Colony were the income tax.

(ii) as if references to the date of signature were references to the third day of December,
1953.
(iii) as if references to the 6th day of April were references to the Ist day of January.

{b) The extension shall have effect in the Colony as respects tax for the year of asgessment
next following that in which the last of those measures shall have been taken in the
United States and the Colony necessary to give the extension the force of Luw in the
United States and the Colony and for subsequent years of assessment (and will have
effect in the United States as respects United States tax for the taxable vear beginning
on or after the Ist day of January in that next following culendar year).

MODIFICATIONS

2. (a) In Article VI 2 the words “exempt from United Kingdom Surtax" shall be understood
for the purposes of this extension as though they read *‘shall not be liable to any tax
in the territory other than tax imposed with respect to the profits or earnings of lhe
corporation out of which such dividends are paid”.

(b) In Article IX (2) the words “shall be exempt from United Kingdom Surtax’ shall be
nnderqtood for the purposes of this extension as though they read “shall not be liable
to tax in the lerritory al a rate in excess of the rate applicable to a company™.

{c) Articles VII, XIV and X VI shall be deemed to be deleted.
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