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And whereas the Secretary of State has given his consent to the making
of a.declaration further prolonging the period specified in the first declaration
by the period of three months ending on the 31st day of March, 1959 :

Now, therefore, in exercise of the powers vested in me by the aforesaid
section 222 of the Air Force Act, 1955, and of every other power and autho-
rity enabling me in that behalf, I, the Governor, do hereby declare and
proclaim that the period specified in the first declaration shall be further
prolonged by the period of three months ending on the 31st day of
March, 1959.

Given under my hand and the Public Seal of the Colony at Nicosia,
this 24th day of December, 1958,

GOD SAVE THE QUEEN.

No. 1147. THE INCOME TAX LAW.
(*CAP. 297 AS AMENDED.)

ORDER MADE UNDER SECTION 48 (1).

Whereas it is provided by sub-section (1) of section 48 of the Income
Tax Law that if the Governor in Council by Order declares that arrange-
ments specified in the Order have been made with the Government of any
territory outside the Colony with a view to affording relief from Double
Taxation in relation to Income Tax and any tax of a similar character
imposed by the Laws of that territory and that it is expedient that those
arrangements should have effect, the arrangements shall have effect in
relation to Income Tax notwithstanding anything in any Law ;

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 May, 1954, and a further protocol thereto dated the
19th day of August, 1957, between the Government of the United Kingdom
and the Government 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
acceptance thereof by the other Government of the said Convention as
amended, subject to such modifications, if any, as may be specified in the
notification, to-all or any of its Colonies, overseas territories, protectorates
or territories in respect of which it exercises a mandate or trusteeship, which
impose taxes substantially similar in character to those which are the subject
of the said Convention ;

And whereas by acceptance of a notification dated the third day of
December, 1958, the said Convention as amended, with certain modifications,
was applied to the Colony :

Now, therefore, in exercise of the powers conferred upon him by sub-
section (1) of section 48 of the Income Tax Law, the Governor in Council
makes an Order in manner following—

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

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

Note.—The Income Tax Law has been reprinted by authority pursuant to
section 15 of the Interpretation Law (Cap. 1) and the sections
referred to in this Order correspond with the sections in the Law as
reprinted. .
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FIRST SCHEDULE.

Part I.—CONVENTION BETWEEN THE GOVERNMENT OF THE UNITED KINGDOM o
GREAT BRITAIN AND NORTHERN IRELAND AND THE GOVERNMENT OF THE UNitgp
STATES OF AMERICA FOR THE AVOIDANCE OF DOUBLE "TAXATION AND THE PREVENTION
or FrscaL EvastoN WITH RESPECT TO TAXES ON INCOME.

The Government of the United Kingdom of Great Britain and Northern Irclang
and the Government 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 purpose as their Plenipotentiaries :
The Government of the United Kingdom of Great Britain and Northern Ireland
The Right Honourable the Earl of Halifax, K.G., Ambassador Extraordinary
in Washington ; and
The Government of the United States of America :
Mr. Edward R. Stettinius, Jr., Secretary of Statc ;
Who, having exhibited their respective full powers, found in good and due form,
have agreed as follows :— : :
Article 1.

(1) The taxes which are the subject of the present Convention are :—
(@) In the United States of America :
The Federal income taxes, including surtaxes and excess profits taxes
(hereinafter referred to as United States tax).
(6) In the United Kingdom of Great Britain and Northern Ireland :
The income tax (including surtax), the excess profits tax and the national
defence contribution (hereinafter referred to as United Kingdom tax).

. (2) The present Convention shall also apply to any other taxes 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 II.

(1) In the present Convention, unless the context otherwise requires—

(@) 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 Kingdom ” means Great Britain and Northern Ircland,
excluding the Channel Islands and the Isle of Man.

(¢) 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 “ United States corporation” mcans a corporation, association
gl; ?ther like entity created or organised in or under the laws of the United

ates.

(¢) The term “ United Kingdom corporation ”’ means any kind of juridical person
created under the laws of the United Kingdom.

(f) The terms “ corporation of one Contracting Party ” and * corporation of the
ot!ler Contracting Party ” mean a United States corporation or a Unitec
Kingdom corporation as the context requires.

(8) The term “ resident of the United Kingdom® means any person (othér than
a citizen of the United States or a 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 purposes of United States tax. A corp0-
ration 1s to be regarded as resident in the United Kingdom if its business i

p ’1211anaged“and- controlled in the United Kingdom. R

(%) i rlllet ;clzr% ni::;l(éetn: of ;he United States »’ means any individual who is residen

the tates for the purposes of United States tax and not resident
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in the United Kingdom for the purposes of United Kingdom tax, and any
United States corporation and any partnership 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.

(f) 'The term “ United Kingdom enterprise ”’ means an industrial or commercial
enterprise or undertaking carried on by a resident of the United Kingdom.

(j) The term “ United States enterprise ”’ means an industrial or commercial
enterprise or undertaking carried on by a resident of the United States.

(k) The terms *‘ enterprise of one of the Contracting Parties ” and * enterprise of
the other Contracting Party ” mcan a United States enterprise or a United
Kingdom enterprise, as the context requires.

(1) The term * permanent establishment ”” when used with respect to an enterprise
of one of the Contracting Partics means a branch, management, factory or
other fixed place of business, but does not include an agency unless the agent
has, and habitually exercises, a general authority to negotiate and conclude
contracts on behalf of such enterprise or has a stock of merchandise from
which he regularly fills orders on its behalf. An enterprise of one of the
Contracting Parties shall not be deemed to have a permanent establishment
in the territory of the other Contracting Party merely because it carries on
business dealings in the territory of such other Contracting Party through
a bona fide commission agent, broker or custodian acting in the ordinary
course of his business as such. The fact that an enterprise of one of the
Contracting Parties maintains in the territory of the other Contracting Party
a fixed place of business exclusively for the purchase of goods or merchandise
shall not of itself constitute such fixed place of business a permanent establish-
ment of such enterprise. The fact that a corporation of one Contracting
Party has a subsidiary corporation which is a corporation of the other Con-
tracting Party or which is engaged in trade or business in the territory of
such other Contracting Party (whether through a permanent establishment
or otherwise) shall not of itself constitute that subsidiary corporation a
permanent establishment of its parent corporation.

(2) For 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 establishment situated
therein in such taxable year. The same principle shall be applied, mutatis 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 any term not otherwise defined shall, unless the context otherwise
requires, have the meaning which it has under the laws of that Contracting Party relating
to the taxes which are the subject of the present Convention.

Article 111,

- (1) A United Kingdom enterprise shall not be subject to United States tax in
respect of its industrial or commercial profits unless it is engaged in trade or business
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.

(z) A United States enterprise shall not be subject to United Kingdom tax in
respect of its industrial or commercial profits unless it is engaged in trade or business
in the United Kingdom through a permanent establishment situated therein. If 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 affect any provisions of the law of the
United Kingdom regarding the imposition of United Kingdom excess profits 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
business in the territory of the other Contracting Party through a permanent establish-
ment situated therein, there shall be attributed to such permanent establishment
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the industrial or commercial profits which it might be expected to derive if it were
an independent enterprise engaged in the same or similar activities under the same or
similar conditions and dealing at arm’s length with the enterprise of which it is a per-
manent establishment, and the profits so attributed shail, subject to the law of such
other Contracting Party, be deemed to be income from sources within the territory
of such other Contracting Party.

(4) In determining the industrial or commercial profits from sources within the
territory of one of the Contracting Parties of an enterprise of the other Contracting
Party, no profits shall be deemed to arise from the mere purchase of goods or merchandise
within the territory of the former Contracting Party by such enterprise.

Article 1V,

Where an enterprise of one of the Contracting Parties, by reason of its participation
in the management, control or capital of an enterprise of the other Contracting Party,
makes with 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
which would but for those conditions have accrued to onc of the enterprises but by
reason of those conditions have not so accrued, may be included in the profits of that
enterprise and taxed accordingly.

Article V.

(1) Notwithstanding the provisions of Articles III and IV of the present Convention,
profits which an individual (other than a citizen of the United States) resident in the
United Kingdom or a United Kingdom corporation derives from operating ships
documented or aircraft registered under the laws of the United Kingdom, shall be
exempt from United States tax.

(2) Notwithstanding the provisions of Articles IIT and IV of the present Convention
profits which a citizen of the United States not resident in the United Kingdom or a
United States corporation derives from operating ships documented or aircraft
registered under the laws of the United States, shall be exempt from United Kingdom tax.

(3) This Article shall be deemed to have superseded, on and after the first day of
January, 1945, as to United States tax, and on and after the 6th day of April, 1945
as to United Kingdom tax, the arrangements relating to reciprocal exemption of shipping
profits from income tax effected between the Government of the United States and the
Government of the United Kingdom by exchange of Notes dated August 11, 1924
November 18, 1924, November 26, 1924, January 15, 1925, February 13, 1925 an
March 16, 1925, which shall accordingly cease to have effect. :

Article V1.

~ (1) The rate of United States tax on dividends derived from a United States corpo-
ration by a resident of the United Kingdom who is subject to United Kingdom ta*
on such dividends and not engaged in trade or business in the United States shall not
exceed 15 per cent : Provided that such rate of tax shall not exceed five per cent 1
such resident is a corporation controlling, directly or indirectly, at least g5 per cent ©
the -entire voting power in the corporation paying the dividend, and not more thad
25 per cent. of the gross income of such paying corporation is derived from interest
and dlvl_dends, other than interest and dividends reccived from its own subsidialy
corporations.  Such reduction of the rate to five per cent shall not apply if the relationshiP

of the two corporations has been i intai imarily wi i i
. v arranged or is maintained primarily with the intentio®
of securing such reduced rate. P d .

" (2) Dividends derived from sources within the Unj i s dividual
: e ! ted Kingdom by an individu?
who is (a) a resident of the United States, (b) subject to Unitengtates t)z;x with respect

to such dividends and (c) not engaged in trad i i i i 1
be exempt from United Kingdoﬁlgsurtla&. rade or business in the Umte.d Kingdom, sb¢
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(3) Either of the Contracting Parties may terminate this Article by 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 year 1945, and in such event
paragraph (1) hereof shall cease to be effective as to United States tax cn and after the
first day of January, and paragraph (z) hereof shall cease to be effective as to United
Kingdom tax on and after the 6th day of April, in the year next following that in which
such notice is given. :

Article VII,

(1) Interest (on bonds, securities, notes, debentures, or on any other form of
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, shall 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 5o per cent of the entire voting power in the paying corporation.

(2) Interest (on bonds, securitics, notes, debentures, or on any other form of in-
debtedness) derived from sources within the United Kingdom by a resident of the United
States who .is subject to United States tax on such interest and not engaged in frade
or business in the United Kingdom, shall be exempt from United 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) Royalties and other amounts paid as consideration for the use of, or for the
privilege of using, copyrights, patents, designs, secret processes and formoulw, trade
marks, and other like property, and derived from sources within the United States by a
resident of the United 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 formules, 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 include
rentals in respect of motion picture films. . :

Article 1X.

(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 not engaged in trade or business in the United States,
shall not exceed 15 per cent : Provided that any such resident may elect for any taxable
year to be subject to United States tax as if such resident were engaged in trade or
business in the United States. .

(2) Royalties in respect of the operation of mines or quarries or of other extraction
of natural resources, and rentals from real property or from an interest in such property,
derived from sources within the United Kingdom by an individual who is () a resident
of the United States, (b) subject to United States tax with respect to such royalties and
rentals, and (¢) not engaged in trade or business in the United Kingdom, shall be exempt
from. United Kingdom surtax. - o :



