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STATUTORY INSTRUMENTS

2013 No. 3149

CAPITAL GAINS TAX
CORPORATION TAX
INCOME TAX

The Double Taxation Relief and International
Tax Enforcement (Panama) Order 2013

Made - - - - 11th December 2013

A draft of this Order was laid before the House of Commons in accordance with section 5(2) of the
Taxation (International and Other Provisions) Act 2010(1) and section 173(7) of the Finance Act
2006(2) and approved by a resolution of that House.

Accordingly, Her Majesty, in exercising the powers conferred upon Her by section 2 of the Taxation
(International and Other Provisions) Act 2010 and section 173(1) to (3) of the Finance Act 2006, by
and with the advice of Her Privy Council, orders as follows—

Citation

1. This Order may be cited as the Double Taxation Relief and International Tax Enforcement
(Panama) Order 2013.

Double taxation and international tax enforcement arrangements to have effect

2. It is declared that—

(a) the arrangements specified in the Convention and Protocol set out in the Schedule to this
Order have been made with the Government of the Republic of Panama,;

(b) the arrangements have been made with a view to affording relief from double taxation
in relation to capital gains tax, corporation tax and income tax and taxes of a similar
character imposed by the laws of the Republic of Panama and for the purposes of assisting
international tax enforcement; and

(c) itis expedient that those arrangements should have effect.

(1) 2010c.8.
(2) 2006 c.25.


http://www.legislation.gov.uk/id/ukpga/2010/8
http://www.legislation.gov.uk/id/ukpga/2006/25
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Richard Tilbrook
Clerk of the Privy Council



Document Generated: 2013-12-12
Status: This is the original version (as it was originally made). This
item of legislation is currently only available in its original format.

SCHEDULE Article 2
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(1) in relation to Panama, any individu
and any legal person, partnership o
from the laws in force in Panama;

(11)  1in relation to the United Kingdom,
not possessing the citizenship of ar
territory, provided he has the right
legal person, partnership or associa
laws in force in the United Kingdo

k) the term “business” includes the performance of
activities of an independent character;

1) the term “pension scheme™ means any scheme ¢
State which operates to administer or provide pe
income for the benefit of one or more such arrar

(i)  inthe case of Panama, is organized
1993; and

(11)  1n the case of the United Kingdom,
and 18 a pension scheme (other thar
under Part 4 of the Finance Act 20(
schemes arranged through insuranc
holders are exclusively pension sck

2. As regards the application of the Convention at
not defined therein shall, unless the context otherwise re
time under the law of that State for the purposes of the t:
meaning under the applicable tax laws of that State prev:
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d) 1if he 1s a national of both States or of neither of
Contracting States shall settle the question by m

3. Where by reason of the provisions of paragraph
resident of both Contracting States, then the competent ¢
endeavour to determine by mutual agreement the Contra
deemed to be a resident for the purposes of this Convent
by the competent authorities of the Contracting States, t
resident of either Contracting State for the purposes of ¢
Convention, except those provided by Articles 21, 22 an

Article 5
Permanent Establi

1. For the purposes of this Convention, the term "[
place of business through which the business of an enter

2. The term "permanent establishment" includes e
a) a place of management;
b) abranch;
¢) an office;
d) afactory;

e) a workshop; and
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l. Profits of an enterprise of a Contracting State fr
international traffic shall be taxable only in that State.

2. For the purposes of this Article, profits from the
international traffic include:

a) profits from the rental on a bareboat basis of shi

b) profits from the use, maintenance or rental of cc
equipment for the transport of containers) used

where such rental or such use, maintenance or rental, as
operation of ships or aircraft in international traffic.

3. The provisions of paragraph 1 shall also apply t
"pool”, a joint business or an international operating age

Article 9
Associated Enter
1. Where:

a) an enterprise of a Contracting State participates
control or capital of an enterprise of the other C

b) the same persons participate directly or indirect]
an enterprise of a Contracting State and an ente:

and 1n aithar ~aca roobnvAditiane ara made or 1mnncard hatvre
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(111) a financial institution which 1s unre
with the payer; or

(iv) acompany other than a company n
provided that the competent author
grant the benefits determines that 1
main purposes of any person conce
or maintenance of that company to

b) the interest is paid:
(1) by aContracting State, a political s
(i1) by a bank in the ordinary course of
(111) on a quoted Eurobond.

S. The term "interest" as used in this Article mean:
whether or not secured by mortgage and whether or not
debtor’s profits, and in particular, income from governm
debentures. Penalty charges for a late payment shall not
this Article. The term shall not include any item which i
provisions of Article 10.

6. The provisions of paragraphs 1 and 2 shall not ¢
interest, being a resident of a Contracting State, carries ¢
in which the interest arises, through a permanent establis
in respect of which the interest is paid is effectively coni
In such case the provisions of Article 7 shall apply.
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Article 12

Royalties
1. Royalties arising in a Contracting State and paic
State may be taxed in that other State.
2. However, such royalties may also be taxed in th

and according to the laws of that State, but if the benefic
the other contracting State, the tax so charged shall not e
the royalties.

3. The term "royalties" as used in this Article meal
consideration for the use of, or the right to use, any copy
including, cinematograph films, any patent, trade mark,
process, or for the use of, or the right to use, industrial, ¢
information (know how) concerning industrial commerc

1. The provisions of paragraphs 1 and 2 shall not &
royalties, being a resident of a Contracting State, carries
in which the royalties arise, through a permanent establi:
property in respect of which the royalties are paid is effe
establishment. In such case the provisions of Article 7 sk

3. Royalties shall be deemed to arise in a Contract
that State. Where, however, the person paying the royalt
Contracting State or not, has in a Contracting State a per
which the liability to pay the royalties was incurred, and
establishment, then such royalties shall be deemed to ar1
permanent establishment 1s situated.
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of the profits out of which the dividend is paid)
United Kingdom tax computed by reference to t
gains by reference to which the Panamanian tax

b) adividend which is paid by a company which is
is a resident of the United Kingdom shall be exe
the conditions for exemption under the law of tt

¢) the profits of a permanent establishment in Pane
the United Kingdom shall be exempted from Ur
applicable and the conditions for exemption unc
met;

d) 1n the case of a dividend not exempted from tax
paid by a company which is a resident of Panan
United Kingdom and which controls directly or
power in the company paying the dividend, the
above shall also take into account the Panamani
of 1ts profits out of which such dividend 1s paid.

3. For the purposes of paragraphs 1 and 2, profits,
a Contracting State which may be taxed in the other Cor
Convention shall be deemed to arise from sources in tha

Chapter V
Special Provisi

Article 22
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Article 23
Mutual Agreement I

1. Where a person considers that the actions of on
or will result for him in taxation not in accordance with |
irrespective of the remedies provided by the domestic la
competent authority of the Contracting State of which he
paragraph 1 of Article 22, to that of the Contracting Stat
be presented within three years from the first notification
accordance with the provisions of the Convention.

2. The competent authority shall endeavour, if the
if it is not itself able to arrive at a satisfactory solution, t
with the competent authority of the other Contracting St
taxation which is not in accordance with the Convention
implemented notwithstanding any time limits or other pi
of the Contracting States.

3. The competent authorities of the Contracting St
agreement any difficulties or doubts arising as to the inte
Convention. They may also consult together for the elim
provided for in the Convention.

1. The competent authorities of the Contracting St
directly for the purpose of reaching an agreement in the

5. The competent authorities may also agree on ot
agreement cannot be reached.
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Done in duplicate at London this 29th day of July 2013 1
both texts being equally authoritative.

FOR THE UNITED KINGDOM OF FOR
GREAT BRITAIN AND NORTHERN

IRELAND

WILLIAM HAGUE FERI
Secretary of State for Foreign and Minis

Commonwealth Affairs

14
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PART 2

PROTOCOL TO THE CONVENTION BET?
OF GREAT BRITAIN AND NORTHERN 11
OF PANAMA FOR THE AVOIDANCE OF |
PREVENTION OF FISCAL EVASION W
INCOME AND ON CAP

At the moment of signing the Convention for the Avoid:
Prevention of Fiscal Evasion with Respect to Taxes on [
concluded between the United Kingdom of Great Britair
Panama, the undersigned have agreed that the following
the Convention.

1. In relation to Article 2:

It 1s understood that the provisions of this Convention sk
tolls, duties or similar payments that might be applicable

2. In relation to Article 4:
It 1s understood that the term “resident of a Contracting .
a) a pension scheme established in that State; and

b) an organisation that is established and 1s operate
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EXPLANATORY NOTE
(This note is not part of the Order)

The Schedule to this Order contains a Convention and a Protocol (“the Arrangements’) between the
Government of the United Kingdom of Great Britain and Northern Ireland and the Government of
the Republic of Panama dealing with the avoidance of double taxation and the prevention of fiscal
evasion. This Order brings the Arrangements into effect.

The Arrangements aim to eliminate the double taxation of income and gains arising in one country
and paid to residents of the other country. This is done by allocating the taxing rights that each
country has under its domestic law over the same income and gains, and/or by providing relief from
double taxation. There are also specific measures which combat discriminatory tax treatment and
provide for assistance in international tax enforcement.

Article 1 provides for citation.
Article 2 makes a declaration as to the effect and content of the Arrangements.

The Arrangements will enter into force on the date of the later of the notifications by each country
of the completion of its legislative procedures. They will take effect as follows:

(a) in the United Kingdom:

(i) in respect of withholding taxes, on income derived on or after 1 January of the
calendar year following the date of entry into force;

(i1) in respect of income tax and capital gains tax, for any year of assessment beginning
on or after 6 April next following the date of entry into force;

(iii) in respect of corporation tax, for any financial year beginning on or after 1 April next
following the date of entry into force; and

(b) in Panama:

(1) in respect of withholding taxes, on income derived on or after 1 January of the
calendar year following the date of entry into force;

(i1) in respect of income taxes and other taxes (other than withholding taxes), for any
tax year beginning on or after 1 January of the calendar year following the date of
entry into force.

The date of entry into force will, in due course, be published in the London, Edinburgh and Belfast
Gazettes.

A Tax Information and Impact Note has not been produced for this Order as it gives effect to a
previously announced policy to enact a double taxation agreement.
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