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AUGLYSING

um tviskéttunarsamning vio Alpydulyoveldid Kina.

Samningur milli rikisstjornar lydveldisins islands og rikisstjornar Alpydulydveldisins Kina til ad
komast hja tviskéttun og koma i veg fyrir undanskot fra skattlagningu a tekjur, sem gerdéur var i

Peking 3. juni 1996, ddlast gildi 5. febriar 1997.

Samningurinn er birtur sem fylgiskjal med auglysingu pessari.

betta er hér med gert aimenningi kunnugt.

Utanrikisraduneytinu, 17. jandar 1997.

Halldor Asgrimsson.

SAMNINGUR
milli rikisstjornar lydveldisins islands
og rikisstjornar Alpydulydveldisins Kina til
ad komast hja tviskéttun og koma i veg
fyrir undanskot fra skattlagningu a tekjur.

Rikisstjorn lydveldisins islands og rikisstjorn
Alpydéulydveldisins Kina,

sem 6ska ad gera med sér samning til ad kom-
ast hja tviskéttun og koma i veg fyrir undanskot
fra skattlagningu a tekjur,

hafa komid sér saman um eftirfarandi:

1 gr.
Adilar sem samningurinn tekur til.
Samningur pessi tekur til adila sem eru heim-
ilisfastir i 60ru eda badum samningsrikjunum.

2. gr.
SKattar sem samningurinn tekur til.

1. Samningur pessi tekur til skatta af tekjum
sem eru lagdir & af halfu samningsrikis eda
sveitarstjorna pess, an tillits til pess & hvern hatt
peir eru a lagair.

2. Til skatta af tekjum teljast allir skattar sem
lagdir eru & heildartekjur eda & padti tekna, par
a meda skattar af &gbéda af solu lausafjar eda
fasteigna, svo og skattar af veromadisaukningu.

3. Gildandi skattar, sem samningurinn tekur
til, eru pessir:
a) i lydveldinu islandi:

i) tekjuskattur til rikisins;

ii) sérstakur tekjuskattur til rikisins;

iii) tekjultsvar til sveitarfélaga; og

Helgi Agustsson.

AGREEMENT
between the Government of the Republic of
Iceland and the Government of the People's
Republic of China for the Avoidance of
Double Taxation and the Prevention of
Fiscal Evasion with Respect to Taxes on
Income

The Government of the Republic of Iceland
and the Government of the People’s Republic of
China

Desiring to conclude an Agreement for the
avoidance of double taxation and the prevention
of fiscal evasion with respect to taxes on income

Have agreed as follows:

Article 1
PERSONAL SCOPE
This Agreement shall apply to persons who
are residents of one or both of the Contracting
States.

Article 2
TAXES COVERED

1. This Agreement shall apply to taxes on
income imposed on behalf of a Contracting State
or of its local authorities, irrespective of the
manner in which they are levied.
2. There shall be regarded as taxes on income
al taxes imposed on total income, or on ele-
ments of income, including taxes on gains from
the alienation of movable or immovable proper-
ty, as well as taxes on capital appreciation.
3. The existing taxes to which the Agreement
shal apply are:
a) In the Republic of Iceland:

i) the nationa income tax;

ii) the extraordinary national income tax;

iii) the municipal income tax; and
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iv) tekjuskattur & banka- og lanastofnanir;
(hér eftir nefndir , islenskur skattur*)

b) i Alpydulydveldinu Kina:
i) tekjuskattur einstaklinga;
ii) tekjuskattur fyrirtakja med erlenda fjar-
festingu og erlendra fyrirtakja; og

iii) tekjuskattur til sveitarstjorna.

(hér eftir nefndir , kinverskur skattur*)
4. Samningurinn skal einnig taka til allra
peirra skatta, somu eda ad verulegu leyti svip-
adrar tegundar, sem lagdir eru a eftir undirrit-
unardag hans til vidb6tar eda i stadinn fyrir pa
gildandi skatta sem visad er til i 3. mgr. Bag
stjérnvold i samningsrikjunum skulu innan hadfi-
legs tima gefa hvort 66ru upplysingar um allar
verulegar breytingar sem gerdar hafa verid a
skattalgum rikjanna.

3.0
Almennar skilgreiningar.

1. [ samningi pessum merkja nedangreind hug-

tok eftirfarandi, nema annad leidi af samheng-

inu:

a) ,Idand* merkir lydveldid island og, pegar
notad i landfragdilegum skilningi, landsveadi
lydveldisins [slands og sérhvert pad svasdi er
liggur a® landhelgi islands par sem [sland,
samkveaant islenskum l6gum og i samraami
vid pjodarétt, hefur fullveldisréttindi ad pvi
er vardar rannsoknir og hagnytingu nattdru-
audlinda hafsbotnsins og botnlaga hans;

b) ,Kina® merkir Alpydulydveldid Kina og,
pbegar notad i landfrasdilegum skilningi, allt
landsvasdi Alpydulydveldisins Kina, par med
talin landhelgi pess, par sem kinversk skatta-
169 gilda, og sérhvert pad svesdi utan land-
helgi pess par sem Alpydulydveldid Kina
hefur samkvaamt pjodarétti fullveldisréttindi
til ad rannsaka og hagnyta audlindir hafs-
botnsins og botnlaga hans og audlindir vatns-
ins yfir honum;

c) ,samningsriki® og ,hitt samningsrikid®
merkja sland eda Kina eftir pvi sem sam-
hengid gefur til kynna;

d) ,skattur* merkir idenskan skatt eda kin-
verskan skatt eftir pvi sem samhengid gefur
til kynna;
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iv) the tax levied on the income of banking
institutions;
(hereinafter referred to as “lcelandic tax”)

b) In the People's Republic of China:

i) the individual income tax;

ii) the income tax for enterprises with for-
eign investment and foreign enterprises;
and

iii) the local income tax.

(hereinafter referred to as “Chinese tax™)

4. The Agreement shall apply also to any iden-
tical or substantialy similar taxes which are
imposed after the date of signature of the
Agreement in addition to, or in place of, the
existing taxes referred to in paragraph 3. The
competent authorities of the Contracting States
shal notify each other of any substantial
changes which have been made in their respec-
tive taxation laws within a reasonable period of
time after such changes.

Article 3
GENERAL DEFINITIONS
1. For the purposes of this Agreement, unless
the context otherwise requires:

a) the term “lceland” means the Republic of
Iceland and, when used in a geographical
sense, means the territory of the Republic of
Iceland and any area adjacent to the territo-
rial sea of Iceland within which, under the
laws of Iceland and in accordance with inter-
national law, Iceland has sovereign rights for
the purpose of exploring and exploiting the
natural resources of the sea bed and sub-soil;

b) theterm “Chind’ means the People’ s Repub-
lic of China;, when used in geographical
sense, means al the territory of the People's
Republic of China, including its territorial
sea, in which the Chinese laws relating to
taxation apply, and any area beyond its ter-
ritorial sea, within which the People's Re-
public of China has sovereign rights of ex-
ploration for and exploitation of resources of
the sea-bed and its sub-soil and superjacent
water resources in accordance with interna-
tional law;

c) the terms “a Contracting State” and “the
other Contracting State® mean Iceland or
China as the context requires;

d) the term “tax” means Icelandic tax or
Chinese tax, as the context requires;
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e) ,adili* merkir mann, félag og sérhver onnur
samtok adila;

f) ,félag® merkir sérhverja personu ad 16gum
eda sérhverja adra einingu sem telst persbna
ad légum ad pvi er skatta vardar;

g) ,fyrirtaki i samningsriki“ og ,fyrirtaki i
hinu samningsrikinu“ merkja fyrirtaki sem
rekid er af adila heimilisféstum i samnings-
riki og fyrirtaki sem rekio er af adila heim-
ilisféstum i hinu samningsrikinu, eftir pvi
sem vid &

h) ,rikisborgari“ merkir:

i) hvern pann mann sem arikisfang i samn-
ingsriki;

ii) sérhvern logadila, sameignarfélag eda
samtok sem byggja réttarstodu sina sem
slik & gildandi 16gum samningsrikis;

i) ,flutningar & apjédaleidum* merkir flutn-
inga med skipi eda loftfari sem rekio er af
fyrirtaski i samningsriki, nema pvi adeins ad
skipid eda loftfario sé eingdngu notad milli
stada i hinu samningsrikinu;

i) .baat stjornvald* merkir:

i) & ldandi, fjarméalarédherra eda umbods-
mann hans;

ii) 1 Kina, Rikisstjornsyslu skatta (the State
Administration of Taxation) eda umbods-
mann hennar.

2. Vid framkvaand samningsrikis 4 ékvasdum
samnings pessa skulu, nema annad leidi af
samhenginu, 6ll hugtok, sem ekki eru skilgreind
i samningnum, hafa sdmu merkingu og pau hafa
i légum vidkomandi samningsrikis ad pvi er
vardar pa skatta sem samningurinn tekur til.

4. gr.
Heimilisfastur adili.
1. | samningi pessum merkir hugtakid , adili
heimilisfastur i samningsriki® sérhvern pann
adila sem ad |6gum pess samningsrikis er skatt-
skyldur par vegna busetu, heimilisfesti, adseturs
adal skrifstofu, adseturs framkvaandastjornar eda
af 6drum svipudum astasdum.

2. Pbegar madur telst heimilisfastur i badum
samningsrikjunum samkvaamt 1. mgr. skal
akvarda st6ou hans med eftirfarandi hadti:

a) madur telst heimilisfastur i pvi riki par sem
hann & fast heimili. Eigi hann fast heimili i
badum rikjunum telst hann heimilisfastur i
pvi riki sem hann er nanar tengdur personu-
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€) the term “person” includes an individua, a
company and any other body of persons;

f) the term “company” means any body corpo-
rate or any entity which is treated as a body
corporate for tax purposes;

g) the terms “enterprise of a Contracting State”
and “enterprise of the other Contracting
State” mean, respectively, an enterprise car-
ried on by aresident of a Contracting State
and an enterprise carried on by a resident of
the other Contracting Stete;

h) the term “national” means:

i) any individual possessing the nationality
of a Contracting State;

ii) any legal person, partnership or associa-
tion deriving its status as such from the
laws in force in a Contracting State;

i) the term “international traffic’ means any
transport by a ship or aircraft operated by an
enterprise of a Contracting State, except
when the ship or aircraft is operated solely
between places in the other Contracting
State;

j) the term “competent authority” means:

i) in the case of Iceland, the Minister of
Finance or his authorised representative;

ii) in the case of China, the State Admin-
istration of Taxation or its authorised
representative.

2. Asregards the application of the Agreement
by a Contracting State, any term not defined
therein shall, unless the context otherwise re-
quires, have the meaning which it has under the
law of that Contracting State concerning the
taxes to which the Agreement applies.

Article 4
RESIDENT

1. For the purposes of this Agreement, the

term “resident of a Contracting State” means any

person who, under the laws of that Contracting

State, is liable to tax therein by reason of his

domicile, residence, place of head office, place

of management or any other criterion of a sim-
ilar nature.

2. Where by reason of the provisions of para-

graph 1 an individual is a resident of both Con-

tracting States, then his status shall be deter-
mined as follows:

a) he shall be deemed to be a resident of the
State in which he has a permanent home
available to him; if he has a permanent home
available to him in both States, he shall be
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lega og fjarhagslega (midstod persdnuhags-
muna);

b) ef ekki er unnt ad akvarda i hvoru rikinu
madur hefur midstdd persdnuhagsmuna
sinna, eda ef hann & i hvorugu rikinu fast
heimili, telst hann heimilisfastur i pvi riki par
sem hann dvelst ad jafnadi;

c) ef madur dvelst ad jafnadi i badum rikjunum
eda i hvorugu peirra telst hann heimilisfast-
ur i pvi riki par sem hann a rikisfang;

d) ef madur & rikisfang i badum rikjunum eda
i hvorugu peirra skulu bag stjérnvéld i samn-
ingsrikjunum leysa malid med gagnkvaamu
samkomulagi.

3. begar adili, annar en madur, telst eiga heim-

ilisfesti i badum samningsrikjunum samkvaamt

1. mgr. skulu bag stjornvold akvarda stéou hans

hvad heimilisfesti vardar med gagnkvaamu sam-

komulagi.

5. gr.
Fost atvinnustoo.
1. | samningi pessum merkir hugtakid ,fost
atvinnustod“ fasta starfsstod par sem starfsemi
fyrirtakis fer ad nokkru eda dllu leyti fram.

2. Hugtakid ,fost atvinnustod” tekur einkum
til:

a) adseturs framkvaamdastjérnar;

b) dtibds;

c) skrifstofu;

d) verksmigju;

€) verkstaadis; og

f) nadmu, oliu- eda gadindar, gri6tnamu eda
annars stadar par sem néttGruaudlindir eru nytt-
ar.

3. Hugtakid , fost atvinnustéd” tekur einnig til:

a) byggingarsvadis, byggingar-, samsetningar-
eda uppsetningarverkefnis eda eftirlitsstarf-
semi i tengslum vid dikt verkefni, en adeins
pbegar dikt svasdi, verkefni eda starfsemi er
til stadar eda stendur yfir lengur en 12 man-
uoi;

b) pess er pjénusta er veitt, par med tain réd-
giafarpjénusta, af hafu fyrirtakis i samn-
ingsriki sem veitt er af starfsménnum eda
606rum sem til pess eru rédnir i hinu samn-
ingsrikinu, ad pvi tilskildu ad dlik starfsemi
standi yfir ad pvi er vardar sama verkefnid
eda verkefni pvi tengt i eitt eda fleiri tima-
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deemed to be a resident of the State with
which his persona and economic relations
are closer (centre of vital interests);

b) if the State in which he has his centre of vital
interests cannot be determined, or if he has
not a permanent home available to him in
either State, he shall be deemed to be a res-
ident of the State in which he has an habit-
ual abode;

¢) if he has an habitual abode in both States or
in neither of them, he shall be deemed to be
a resident of the State of which he is a
national;

d) if he is a national of both States or of nei-
ther of them, the competent authorities of the
Contracting States shall settle the question
by mutual agreement.

3. Where by reason of the provisions of para-

graph 1 a person other than an individua is a

resident of both Contracting States, then the

competent authorities shall determine his resi-
dentia status by mutual agreement.

Article 5
PERMANENT ESTABLISHMENT

1. For the purposes of this Agreement, the
term “permanent establishment” means a fixed
place of business through which the business of
an enterprise is wholly or partly carried on.
2. The term “permanent establishment” in-
cludes especidly:
a) a place of management;
b) a branch;
c) an office;
d) afactory;
e) a workshop; and
f) amine, an oil or gas well, a quarry or any
other place of extraction of natural resources.

3. The term “permanent establishment” like-

wise encompasses.

a) a building site, a construction, assembly or
installation project or supervisory activities
in connection therewith, but only where such
site, project or activities continue for a peri-
od of more than 12 months;

b) the furnishing of services, including consul-
tancy services, by an enterprise of a Con-
tracting State through employees or other en-
gaged personnel in the other Contracting
State, provided that such activities continue
for the same project or a connected project
for a period or periods aggregating more
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bil, samtals lengur en 6 manudi & 12 méanada
timabili.

4. brétt fyrir undanfarandi akvasdi pessarar

greinar tekur hugtakio ,fost atvinnustod“ ekki

til:

a) nytingar adstoou sem einskoroud er vid
geymslu, syningu eda afhendingu & vérum
eda varningi i eigu fyrirtakisins;

b) birgdahalds & vorum eda varningi i eigu
fyrirtakisins sem eingdngu eru adladar til
geymslu, syningar eda afhendingar;

¢) birgdahalds a vorum eda varningi i eigu
fyrirtakisins sem eingdngu eru adladar til
vinnslu hja doru fyrirtaki;

d) fastrar starfsstdvar sem eingdngu er notud
i sambandi vid kaup & vorum eda varningi
eda 6flun upplysinga fyrir fyrirtakio;

e) fastrar starfsstdvar sem eingdngu er notud
til ad annast sérhverja adra undirblnings-
eda adstodarstarfsemi fyrir fyrirtakio;

f) fastrar starfsstédvar sem nytt er eingéngu til
ad reka hvers konar starfsemi sem samsett er
Ur pattum samkvaamt a- til e-lid, enda felist
oOll st starfsemi sem fram fer i pessari fostu
starfsstdd vegna pessarar samsetningar i
undirblnings- eda adstodarstorfum.
5. Ef adili, sem ekki er 6h&dur umbodsadili
samkvaamt akvadum 6. mgr., hefur a hendi
starfsemi i samningsriki fyrir fyrirtaki i hinu
samningsrikinu og hefur heimild til ad gera
samninga fyrir hond fyrirtakisins og beitir pess-
ari heimild ad jafnadi, telst fyrirtaski petta— prétt
fyrir &kvaddi 1. og 2. mgr. — hafa fasta atvinnu-
st6d i fyrrnefnda samningsrikinu ad pvi er vardar
hvers konar starfsemi sem adilinn gegnir fyrir
fyrirtakio. betta & po ekki vid ef starfsemi pessa
adila er takmorkud vid pa starfsemi sem um
ragdir i 4. mgr. og sem myndi ekki, pétt innt veai
a hendi a fastri starfsstdd, gera pessa fostu
starfsstod ad fastri  atvinnustod samkveamt
akvadum peirrar malsgreinar.

6. Fyrirtaki § samningsriki telst ekki hafa fasta
atvinnustéd i hinu samningsrikinu eingéngu
vegna pess ad pad rekur par vidskipti fyrir milli-
gbngu midlara, umbodsmanns eda annars 6hads
umbodsadila, svo framarlega sem pessir adilar
koma fram innan marka venjulegs atvinnu-
rekstrar peirra. Slikur umbodsadili skal po ekki
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than 6 months within any 12 month period.

4. Notwithstanding the preceding provisions of
this Article, the term “permanent establishment”
shall be deemed not to include:

a) the use of facilities solely for the purpose of
storage, display or delivery of goods or mer-
chandise belonging to the enterprise;

b) the maintenance of a stock of goods or mer-
chandise belonging to the enterprise solely
for the purpose of storage, display or deliv-
ery;

¢) the maintenance of a stock of goods or mer-
chandise belonging to the enterprise solely
for the purpose of processing by another
enterprise;

d) the maintenance of a fixed place of business
solely for the purpose of purchasing goods
or merchandise or of collecting information,
for the enterprise;

€) the maintenance of a fixed place of business
solely for the purpose of carrying on, for the
enterprise, any other activity of a preparato-
ry or auxiliary character;

f) the maintenance of a fixed place of business
solely for any combination of activities men-
tioned in subparagraphs a) to €), provided
that the overall activity of the fixed place of
business resulting from this combination is
of a preparatory or auxiliary character.

5. Notwithstanding the provisions of para-
graphs 1 and 2, where a person — other than an
agent of an independent status to whom the pro-
visions of paragraph 6 apply — is acting in a
Contracting State on behalf of an enterprise of
the other Contracting State, has and habitually
exercises an authority to conclude contracts in
the name of the enterprise, that enterprise shall
be deemed to have a permanent establishment
in the first-mentioned Contracting State in re-
spect of any activities which that person under-
takes for the enterprise, unless the activities of
such person are limited to those mentioned in
paragraph 4 which, if exercised through a fixed
place of business, would not make this fixed
place of business a permanent establishment
under the provisions of that paragraph.

6. An enterprise of a Contracting State shall

not be deemed to have a permanent establish-

ment in the other Contracting State merely
because it carries on business in that other

Contracting State through a broker, general com-

mission agent or any other agent of an inde-

pendent status, provided that such persons are
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talinn 6h&dur umbodsadili i merkingu pessarar
malsgreinar ef hann starfar eingbngu eda neg
eingongu fyrir pad fyrirtaki.

7. bott félag, sem er heimilisfast i samnings-
riki, stjorni eda sé stjérnad af félagi sem er
heimilisfast i hinu samningsrikinu eda rekur vio-
skipti i sidarnefnda rikinu (annadhvort fyrir
milligdngu fastrar atvinnustddvar eda a annan
hétt) leidir pad i géfu sér ekki til pess ad annad
hvort pessara félaga sé fost atvinnustdd hins.

6. gr.
Tekjur af fasteign.

1. Tekjur sem adili heimilisfastur i samn-
ingsriki hefur af fasteign sem stadsett er i hinu
samningsrikinu ma skattleggja i sidarnefnda rik-
inu.

2. Hugtakio ,fasteign“ skal hafa pa merkingu
sem pad hefur samkvaamt l6gum pess samn-
ingsrikis par sem fasteignin er. | 6llum tilvikum
felur hugtakid i sér fylgifé med fasteign, ahdfn
og taki, sem notud eru i landbinadi og vid skog-
arnytjar, réttindi vardandi landeignir samkvaamt
reglum einkamdlaréttar, afnotarétt af fasteign og
rétt til breytilegrar eda fastrar poknunar sem
endurgjald fyrir hagnytingu 4, eda rétt til hag-
nytingar 4, ndmum, lindum og &drum nattdru-
audlindum. Skip og loftfor teljast ekki til fast-
eigna.

3. Akvadi 1. mgr. gilda um tekjur af beinni
hagnytingu, leigu og hvers konar 6érum afnot-
um fasteignar.

4. Akvasdi 1. og 3. mgr. gilda einnig um tekjur
af fasteign fyrirtakis og um tekjur af fasteign
sem hagnytt er til ad veita jafstadda personu-
lega pj6nustu.

7. gr.
Hagnadur af atvinnurekstri.

1. Hagnadur fyrirtakis i samningsriki skal ein-
ungis skattlagdur i pvi riki nema fyrirtakio hafi
med héndum atvinnurekstur i hinu samningsrik-
inu frafastri atvinnustod par. Ef fyrirtakio hefur
dlikan atvinnurekstur med héndum ma leggja
skatt & hagnad fyrirtakisins i sidarnefnda rikinu,
en po einungis ad pvi marki sem rekja ma hagn-
adinn til nefndrar fastrar atvinnustodvar.
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acting in the ordinary course of their business.
However, when the activities of such an agent
are devoted wholly or aimost wholly on behalf
of that enterprise, he will not be considered an
agent of an independent status within the mean-
ing of this paragraph.

7. The fact that a company which is a resident
of a Contracting State controls or is controlled
by a company which is a resident of the other
Contracting State, or which carries on business
in that other State (whether through a permanent
establishment or otherwise), shall not of itself
constitute either company a permanent estab-
lishment of the other.

Article 6
INCOME FROM IMMOVABLE PROPERTY
1. Income derived by a resident of a Con-
tracting State from immovable property situated
in the other Contracting State may be taxed in
that other State.
2. The term “immovable property” shall have
the meaning which it has under the law of the
Contracting State in which the property in ques-
tion is situated. The term shall in any case
include property accessory to immovable prop-
erty, livestock and equipment used in agricul-
ture and forestry, rights to which the provisions
of general law respecting landed property apply,
usufruct of immovable property and rights to
variable or fixed payments as consideration for
the working of, or the right to work, mineral
deposits, sources and other natural resources,
ships and aircraft shall not be regarded as
immovable property.
3. The provisions of paragraph 1 shall apply
to income derived from the direct use, letting or
use in any other form of immovable property.
4. The provisions of paragraphs 1 and 3 shall
aso apply to the income from immovable prop-
erty of an enterprise and to income from immov-
able property used for the performance of inde-
pendent personal services.

Article 7
BUSINESS PROFITS

1. The profits of an enterprise of a Contracting
State shall be taxable only in that State unless
the enterprise carries on business in the other
Contracting State through a permanent estab-
lishment situated therein. If the enterprise car-
ries on business as aforesaid, the profits of the
enterprise may be taxed in that other State but
only so much of them as is attributable to that
permanent establishment.
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2. begar fyrirtaki i samningsriki hefur med
héndum atvinnurekstur i hinu samningsrikinu fra
fastri atvinnustdd par skal i hvoru samningsriki
um sig, nema annad leidi af dkvasdum 3. mgr.,
telja fostu atvinnustddinni pann hagnad sem adla
ma ad hun hefdi ef han vaai sérstakt og galf-
stedt fyrirtaki sem hefdi med hondum sams
konar eda svipadan atvinnurekstur vid sbmu eda
svipadar adsta®dur og keami ad dllu leyti gaf-
stedtt fram i skiptum vid pad fyrirtaki sem hin
er fost atvinnustoo fyrir.

3. Vid é&kvoérdun hagnadar fastrar atvinnu-
stodvar skal leyfa sem fradrétt Utgjold sem stofn-
ad er til vegna pess ad um fasta atvinnustod er
ad rada, par med talinn kostnad vid fram-
kvaamdastjorn og almenna stjérnun sem pannig
er til stofnad, hvort sem kostnadurinn er til
ordinn i pvi riki par sem fasta atvinnustddin er
eda annars stadar.

4. A0 pvi leyti sem venja hefur verid i samn-
ingsriki ad® &kvarda pann hagnad sem talinn er
fastri atvinnustéd & grundvelli skiptingar heild-
arhagnadar fyrirtakisins milli hinna ymsu hluta
pess skal ekkert i 2. mgr. Utiloka pad samn-
ingsriki fra pvi ad akvarda skattskyldan hagnad
eftir peirri skiptingu sem tidkast hefur. Adferd
s, sem notud er vid skiptinguna, skal samt sem
a0ur vera pannig ad nidurstadan verdi | samraami
Vid paa meginreglur sem felast i pessari grein.

5. Engan hagnad skal telja fastri atvinnustod
eingdbngu vegna kaupa hennar 4 vorum eda
varningi fyrir fyrirtaskid.

6. Vid beitingu &kvada undanfarandi mals-
greina skal hagnadur, sem talinn er fastri
atvinnusto, akvardast eftir somu reglum fra éri
til &s nema rik og fullnaggjandi &stadda <€ til
annars.

7. begar hagnadur felur i sér tekjur, sem sér-
stok &kvasdi eru um i 6drum greinum samnings
pessa, skulu akvadi pessarar greinar ekki hafa
ahrif a gildi peirra &kvasda.

8. gr.
Sglingar og loftferdir.
1. Hagnadur fyrirtakis i samningsriki af rekstri
skipa eda loftfara i flutningum & alpj6daleidum
skal einungis skattlagdur i pvi riki.

2. Akvadi 1. mgr. skulu einnig eiga vid um
hagnad sem hlyst af péatttoku i rekstrarsamvinnu
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2. Subject to the provisions of paragraph 3,
where an enterprise of a Contracting State car-
ries on business in the other Contracting State
through a permanent establishment situated
therein, there shall in each Contracting State be
attributed to that permanent establishment the
profits which it might be expected to make if it
were a distinct and separate enterprise engaged
in the same or similar activities under the same
or similar conditions and dealing wholly inde-
pendently with the enterprise of which it is a
permanent establishment.

3. In determining the profits of a permanent
establishment, there shall be alowed as deduc-
tions expenses which are incurred for the pur-
poses of the permanent establishment, including
executive and general administrative expenses
so incurred, whether in the State in which the
permanent establishment is situated or else-
where.

4. Insofar as it has been customary in a
Contracting State to determine the profits to be
attributed to a permanent establishment on the
basis of an apportionment of the total profits of
the enterprise to its various parts, nothing in
paragraph 2 shall preclude that Contracting State
from determining the profits to be taxed by such
an apportionment as may be customary; the
method of apportionment adopted shall, howev-
er, be such that the result shall be in accordance
with the principles contained in this Article.

5. No profits shall be attributed to a permanent
establishment by reason of the mere purchase by
that permanent establishment of goods or mer-
chandise for the enterprise.

6. For the purposes of the preceding para-
graphs, the profits to be attributed to the per-
manent establishment shall be determined by the
same method year by year unless there is good
and sufficient reason to the contrary.

7. Where profits include items of income
which are dealt with separately in other Articles
of this Agreement, then the provisions of those
Articles shall not be affected by the provisions
of this Article.

Article 8
SHIPPING AND AIR TRANSPORT

1. Profits derived by an enterprise of a Con-
tracting State from the operation of ships or air-
craft in international traffic shall be taxable only
in that State.

2. The provisions of paragraph 1 shall also
apply to profits from the participation in a pool,
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(,pool*), sameiginlegu fyrirtaki eda alpj6dleg-
um rekstrarsamtokum.

9. gr.
Tengd fyrirtaeki.
1. Ppegar
a) fyrirtaki § samningsriki tekur beinan eda
Obeinan pétt i stjorn, yfirrddum eda fjar-
magni fyrirtakis | hinu samningsrikinu, eda

b) sdmu adilar taka beinan eda Gbeinan patt |
stjorn, yfirrddum eda fjarmagni fyrirtakis i
samningsriki og fyrirtakis i hinu samnings-
rikinu,

og hlutadeigandi fyrirtaki semja eda akveda i
606ru hvoru tilvikinu skilmala um innbyrdis sam-
band peirra & vidskipta- eda fjarméaasvidinu sem
eru frébrugdnir peim sem veau gerdir ef fyrir-
takin vaau 6had hvort 6dru, ma allur hagnadur,
sem an pessara skilméla heféi runnid til annars
fyrirtakisins en rennur ekki til pess vegna skil-
malanna, teljast til hagnadar pess fyrirtakis og
skattleggjast samkvaamt pvi.

2. Ppegar samningsriki telur til hagnadar fyrir-
takis i pvi riki — og skattleggur samkvaamt pvi
— hagnad fyrirtakis i hinu samningsrikinu sem
skattlagdur hefur verid i pvi riki, og hagnadurinn
sem pannig er innifalinn er hagnadur sem hefdi
runnid til fyrirtekisins i fyrrnefnda rikinu ef
skilmdlarnir sem samid var um milli pessara
tveggja fyrirtakja hefou verid peir sbmu og
samid hefdi verid um milli 6hédra fyrirtakja,
skal sidarnefnda rikid gera videigandi leidrétt-
ingu & fjarhaed pess skatts sem lagdur er a penn-
an hagnad par. Vio a&kvoréun dikrar leidrétting-
ar skal fullt tillit tekid til annarra dkva®a samn-
ings pessa og bag stjornvéld samningsrikjanna
skulu, ef naudsyn krefur, radgast sin a milli.

10. gr.
Agodahlutir.

1. Agodahluti, sem félag heimilisfast { samn-
ingsriki greidir adila heimilisféstum i hinu
samningsrikinu, ma skattleggja i sidarnefnda rik-
inu.

2. Slika agodahluti ma po6 einnig skattleggja i
pvi samningsriki par sem félagio sem greidir
agodahliutina er heimilisfast og samkvaamt
[6gum pess rikis. Sé vidtakandinn hins vegar
raunverulegur rétthafi agédahlutanna skal skatt-
urinn sem pannig er & lagdur eigi vera haatri en:
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a joint business or an international operating
agency.

Article 9
ASSOCIATED ENTERPRISES

1. Where
a) an enterprise of a Contracting State partici-

pates directly or indirectly in the manage-

ment, control or capital of an enterprise of

the other Contracting State, or
b) the same persons participate directly or indi-

rectly in the management, control or capital

of an enterprise of a Contracting State and

an enterprise of the other Contracting State,
and in either case conditions are made or im-
posed between the two enterprises in their com-
mercia or financia relations which differ from
those which would be made between indepen-
dent enterprises, then any profits which would,
but for those conditions, have accrued to one of
the enterprises, but, by reason of those condi-
tions, have not so accrued, may be included in
the profits of that enterprise and taxed accord-
ingly.
2. Where a Contracting State includes in the
profits of an enterprise of that State — and taxes
accordingly — profits on which an enterprise of
the other Contracting State has been charged to
tax in that other State and the profits so includ-
ed are profits which would have accrued to the
enterprise of the first-mentioned State if the con-
ditions made between the two enterprises had
been those which would have been made be-
tween independent enterprises, then that other
State shall make an appropriate adjustment to
the amount of the tax charged therein on those
profits. In determining such adjustment, due
regard shall be had to the other provisions of
this Agreement and the competent authorities of
the Contracting States shall if necessary consult
each other.

Article 10
DIVIDENDS

1. Dividends paid by a company which is a
resident of a Contracting State to a resident of
the other Contracting State may be taxed in that
other State.

2. However, such dividends may also be taxed
in the Contracting State of which the company
paying the dividends is a resident and according
to the laws of that State, but if the recipient is
the beneficial owner of the dividends the tax so
charged shall not exceed:
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a) 5 af hundradi af vergri fjarhasd agdéoahlut-
anna ef raunverulegi rétthafinn er félag (und-
anskilio er p6 sameignarfélag) sem & beint
ad minnsta kosti 25 af hundradi eignarhlut-
deild i félaginu sem &goédahlutina greidir;

b) 10 af hundradi af vergri fjarha®d agddahlut-
anna i 6llum 6drum tilvikum.

Akveddi pessarar mésgreinar skulu engin

ahrif hafa & skattlagningu félagsins ad pvi er
vardar pann hagnad sem &gédahlutirnir eru
greiddir af.
3. Hugtakid ,agodahiutir® merkir i pessari
grein tekjur af hlutabréfum eda 6drum réttind-
um, sem ekki eru skuldakréfur, er veita rétt til
hlutdeildar i 4géda, svo og adrar tekjur fra fé-
|6gum sem farid er med & sama hétt vid skatt-
lagningu og tekjur af hlutabréfum samkveamt
|6gum pess rikis par sem félagid sem fram-
kvaamir Gthlutunina er heimilisfast.

4. Akvadi 1. og 2. mgr. gilda ekki pegar raun-

verulegur rétthafi agédahlutanna er heimilisfast-

ur i samningsriki og hann rekur starfsemi i gegn-
um fasta atvinnustéd i hinu samningsrikinu par
sem félagid sem greidir agédahlutina er heim-
ilisfast, eda veitir séfstagda persdnulega pjon-
ustu fra fastri st6d i sidarnefnda rikinu, og
hlutareignin sem agédahlutirnir eru greiddir af
er raunverulega bundin vid dika fasta atvinnu-

St68 eda fasta stod. | pvi tilviki skulu, eftir pvi

sem vid 4, &kvasdi 7. gr. eda 14. gr. gilda

5. Ef félag sem er heimilisfast i samningsriki
fear hagnad eda tekjur fra hinu samningsrikinu
getur sidarnefnda rikiod ekki skattlagt agédahlut-
ina sem félagio greidir nema ad pvi leyti sem
agodahlutirnir eru greiddir adila heimilisféstum
i sidarnefnda rikinu eda ad pvi leyti sem hlutar-
eignin sem &goédahlutirnir eru greiddir af er raun-
verulega bundin vid fasta atvinnust6d eda fasta
st6d i sidarnefnda rikinu né heldur skattlagt éat-
hlutadan hagnad félagsins. betta gildir jafnt pott
agodahlutirnir sem greiddir eru eda oUthlutadi
hagnadurinn séu ad 6llu eda nokkru leyti hagn-
adur eda tekjur sem hafa myndast i sidarnefnda
rikinu.

11. gr.

Vextir.
1. Vexti, sem myndast i samningsriki og
greiddir eru adila heimilisféstum i hinu samn-
ingsrikinu, ma skattleggja i sidarnefnda samn-
ingsrikinu.
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a) 5 per cent of the gross amount of the divi-
dends if the beneficia owner is a company
(other than a partnership) which holds direct-
ly at least 25 per cent of the capita of the
company paying the dividends;

b) 10 per cent of the gross amount of the div-
idends in all other cases.

This paragraph shall not affect the taxation
of the company in respect of the profits out of
which the dividends are paid.

3. Theterm “dividends’ as used in this Article
means income from shares or other rights, not
being debt-claims, participating in profits, as
well as income from other corporate rights
which is subjected to the same taxation treat-
ment as income from shares by the laws of the
State of which the company making the distrib-
ution is a resident.

4. The provisions of paragraphs 1 and 2 shall
not apply if the beneficial owner of the divi-
dends, being a resident of a Contracting State,
carries on business in the other Contracting State
of which the company paying the dividends is
a resident, through a permanent establishment
situated therein, or performs in that other State
independent personal services from a fixed base
situated therein, and the holding in respect of
which the dividends are paid is effectively con-
nected with such permanent establishment or
fixed base. In such case the provisions of Article
7 or Article 14, as the case may be, shall apply.
5. Where a company which is a resident of a
Contracting State derives profits or income from
the other Contracting State, that other State may
not impose any tax on the dividends paid by the
company, except insofar as such dividends are
paid to a resident of that other State or insofar
as the holding in respect of which the dividends
are paid is effectively connected with a perma-
nent establishment or a fixed base situated in
that other State, nor subject the company's und-
istributed profits to a tax on the company's un-
distributed profits, even if the dividends paid on
the undistributed profits consist wholly or part-
ly of profits or income arising in such other
State.

Article 11

INTEREST
1. Interest arising in a Contracting State and
paid to a resident of the other Contracting State
may be taxed in that other Contracting State.
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2. Slika vexti ma p6 einnig skattleggja i pvi
samningsriki par sem peir myndast og sam-
kvaamt |6gum pess samningsrikis. Sé vidtakandi
vaxtanna hins vegar raunverulegur rétthafi peirra
skal skatturinn sem pannig er a lagour eigi vera
haari en 10 af hundradi af vergri fjarhaed vaxt-
anna.

3. bratt fyrir &kvadi 2. mgr. skulu vextir, sem
myndast i samningsriki og greiddir eru rikis-
stjorn hins samningsrikisins, undanpegnir skatti
i fyrrnefnda samningsrikinu.

4, Hugtakid ,rikisstjorn® i 3. mgr. merkir:
a) aldandi, rikisstjorn islands og tekur til:

i) Sedlabanka islands;

ii) 16nlanas6ds;

iii) 1onpréunarsj6ds; eda

iv) annarrar stofnunar sem ad 6llu eda mestu
leyti er { eigu rikisstjornar islands og sem
baa stjornvold samningsrikjanna kunna
a0 gera samkomulag um ad fali undir
petta dkvasdi & hverjum tima.

b) i Kina, rikisstjérn Kina og tekur til:

i) Alpydubanka Kina;

ii) Préunarbanka rikisins;

i) Utflutnings- og innflutningsbanka Kina;
iv) Landbunadarpréunarbanka Kina; eda

V) annarrar stofnunar sem ad 6llu eda mestu
leyti er i eigu rikisstjérnar Kina og sem
baa stjornvold samningsrikjanna kunna
a0 gera samkomulag um ad fali undir
petta dkvasdi & hverjum tima.

5. Hugtakid ,vextir* merkir i pessari grein
tekjur af hvers konar skuldakréfum, hvort sem
paa eru tryggdar med vedi i fasteign eda ekki
og hvort sem pag fela i sér rétt til hlutdeildar i
hagnadi skuldunautar eda ekki. Hugtakio tekur
sérstaklega til tekna af rikisverdbréfum og tekna
af skuldabréfum eda skuldavidurkenningum, par
med talinn gengismunur og vinningar tengdir
slikum verdbréfum, skuldabréfum eda skulda
vidurkenningum. Dréttarvextir vegna vanskila
teljast ekki vextir samkvaant pessari grein.

6. Akvadi 1., 2. og 3. mgr. gilda ekki pegar
raunverulegur rétthafi vaxtanna er heimilisfastur
i samningsriki og hann rekur starfsemi i gegnum
fasta atvinnustdd i hinu samningsrikinu par sem
vextirnir myndast, eda veitir safstadda per-
sénulega pjénustu fra fastri stéd i sidarnefnda
rikinu, og skuldakrafan sem vextirnir eru greidd-
ir af er raunverulega bundin vio dika fasta at-
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2. However, such interest may also be taxed
in the Contracting State in which it arises and
according to the laws of that Contracting State,
but if the recipient is the beneficial owner of the
interest the tax so charged shall not exceed 10
per cent of the gross amount of the interest.

3. Notwithstanding the provisions of para-
graph 2, interest arising in a Contracting State
and paid to the Government of the other
Contracting State shall be exempt from tax in
the first-mentioned Contracting State.
4. For the purpose of paragraph 3, the term
“Government”:
a) in the case of Iceland means the Government
of Iceland and shall include:
i) The Central Bank of Iceland;
ii) The Industrial Loan Fund;
iii) The Industrial Development Fund; or
iv) any institution wholly or mainly owned
by the Government of Iceland, as may be
agreed from time to time between the
competent authorities of the Contracting
States.
b) in the case of China means the Government
of China and shall include:
i) The People's Bank of China;
ii) The State Development Bank;
iii) The Export and Import Bank of Ching;
iv) The Agriculture Development Bank of
China; or
v) any ingtitution wholly or mainly owned
by the Government of China, as may be
agreed from time to time between the
competent authorities of the Contracting
States.
5. The term “interest” as used in this Article
means income from debt-claims of every kind,
whether or not secured by mortgage and whether
or not carrying a right to participate in the
debtor's profits, and in particular, income from
government securities and income from bonds
or debentures, including premiums and prizes
attaching to such securities, bonds or debentures.
Penalty charges for late payment shall not be
regarded as interest for the purpose of this
Article.
6. The provisions of paragraphs 1, 2 and 3
shall not apply if the beneficial owner of the
interest, being a resident of a Contracting State,
carries on business in the other Contracting State
in which the interest arises, through a permanent
establishment situated therein, or performs in
that other State independent persona services
from a fixed base situated therein, and the debt-
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vinnustod eda fasta stod. | pvi tilviki skulu, eftir
pvi sem vid 4, ékvasdi 7. gr. eda 14. gr. gilda

7. Vextir skulu taldir myndast i samningsriki
pegar greidandinn er rikisstjérn pess samn-
ingsrikis, sveitarstjorn i pvi riki eda adili sem
par er heimilisfastur. begar sa adili sem vextina
greidir, hvort sem hann er heimilisfastur i samn-
ingsriki eda ekki, hefur fasta atvinnustéd eda
fasta st60 i samningsriki, sem skuldin sem vext-
irnir eru greiddir af er raunverulega bundin vig,
og vextirnir eru greiddir af hinni fostu atvinnu-
st6d eda fostu st6d, skulu dikir vextir pé taldir
myndast i pvi samningsriki par sem hin fasta
atvinnustod eda fasta stoo er.

8. egar vaxtafjarhagdin er haari, midad vio pa
skuldakréfu sem han er greidd af, vegna sérstaks
sambands milli greidanda og raunverulegs rétt-
hafa eda milli peirra beggja og pridja adila, en
s fjarhasd sem greidandi og raunverulegur rétt-
hafi hefdu samid um ef petta sérstaka samband
hefdi ekki verid fyrir hendi skulu &kvadi pess-
arar greinar einungis gilda um sidarnefndu
fjarhasdina. begar pannig stendur & skal fjarhasd-
in sem umfram er skattlégd samkvaamt l6gum
hvors samningsrikis um sig ad teknu tilliti til
annarra dkvagda samnings pessa.

12. gr.
Poknanir.

1. Poknanir, sem myndast i samningsriki og
greiddar eru adila heimilisfostum i hinu samn-
ingsrikinu, ma skattleggja i sidarnefnda samn-
ingsrikinu.

2. Slikar poknanir ma p6 einnig skattleggja i
pvi samningsriki par sem paa myndast og eftir
16gum pess samningsrikis. Sé vidtakandinn hins
vegar raunverulegur rétthafi poknananna skal
skatturinn sem pannig er alagdur eigi vera haari
en 10 af hundradi af vergri fjarhad péknananna.
3. Hugtakid , péknanir* merkir i pessari grein
hvers konar greidslur sem tekid er vio sem end-
urgjadi fyrir afnot eda rétt til afnota af hvers
konar héfundarrétti & svidi bokmennta, lista eda
visinda, par med taldar kvikmyndir og mynd-
eda hljodsegulbénd fyrir hljédvarps- eda §6n-
varpsiitsendingar, hvers konar einkaleyfi, verk-
pekking, vérumerki, mynstur eda likan, éadlun,
leynileg formuUla eda framleidsluadferd, eda fyrir
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claim in respect of which the interest is paid is
effectively connected with such permanent
establishment or fixed base. In such case the
provisions of Article 7 or Article 14, as the case
may be, shall apply.

7. Interest shall be deemed to arise in a Con-
tracting State when the payer is the Government
of that Contracting State, alocal authority there-
of or aresident of that Contracting State. Where,
however, the person paying the interest, whether
he is a resident of a Contracting State or not,
has in a Contracting State a permanent establish-
ment or a fixed base in connection with which
the indebtedness on which the interest is paid
was incurred, and such interest is borne by such
permanent establishment or fixed base, then
such interest shall be deemed to arise in the
Contracting State in which the permanent estab-
lishment or fixed base is situated.

8. Where, by reason of a specia relationship
between the payer and the beneficial owner or
between both of them and some other person,
the amount of the interest, having regard to the
debt-claim for which it is paid, exceeds the
amount which would have been agreed upon by
the payer and the beneficial owner in the ab-
sence of such relationship, the provisions of this
Article shall apply only to the last-mentioned
amount. In such case, the excess part of the pay-
ments shall remain taxable according to the laws
of each Contracting State, due regard being had
to the other provisions of this Agreement.

Article 12
ROYALTIES
1. Royalties arising in a Contracting State and
paid to aresident of the other Contracting State
may be taxed in that other Contracting State.

2. However, such royalties may also be taxed
in the Contracting State in which they arise, and
according to the laws of that Contracting State,
but if the recipient is the beneficial owner of the
royalties, the tax so charged shall not exceed 10
per cent of the gross amount of the royalties.

3. The term “royalties’ as used in this Article
means payments of any kind received as a con-
sideration for the use of, or the right to use, any
copyright of literary, artistic or scientific work
including cinematograph films and films or
tapes for radio or television broadcasting, any
patent, know-how, trade mark, design or model,
plan, secret formula or process, or for the use
of, or the right to use, industrial, commercia or
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afnot eda rétt til afnota af idnadar-, vidskipta
eda visindabinadi, eda fyrir upplysingar um
reynslu & svidi idnadar, vidskipta eda visinda.
4. Akvadi 1. og 2. mgr. gilda ekki pegar raun-
verulegur rétthafi poknananna er heimilisfastur i
samningsriki og hann rekur starfsemi i gegnum
fasta atvinnustdd i hinu samningsrikinu par sem
poknanirnar myndast, eda veitir sjdfstadda per-
sénulega pjénustu fra fastri stéd i sidarnefnda
rikinu, og réttindin eda eignin sem pdéknanirnar
stafa fra er raunverulega bundin vid sika fasta
atvinnustod eda fasta stod. | pvi tilviki skulu,
eftir pvi sem vid 4, &kvadi 7. gr. eda 14. gr.
gilda.

5. Péknanir skulu taldar myndast i samn-
ingsriki pegar greidandinn er rikisstjérn pess
samningsrikis, sveitarstjérn i pvi riki eda adili
sem par er heimilisfastur. begar sa adili sem
péknanirnar greidir, hvort sem hann er heimil-
isfastur i samningsriki eda ekki, hefur fasta
atvinnustéd eda fasta st6d i samningsriki, sem
skyldan til ad greida péknanirnar er bundin vio,
og dlikar poknanir eru gjaldfegdar hja hinni
fostu atvinnustdd eda fostu st6d, skulu slikar
péknanir p6 taldar myndast i pvi samningsriki
par sem fasta atvinnustodin eda fasta stodin er.

6. Pegar fjarhaad poknananna er haari, midad
vid pau afnot, réttindi eda upplysingar sem paa
eru greidsla fyrir, vegna sérstaks sambands milli
greidanda og raunverulegs rétthafa eda milli
peirra beggja og pridja adila, en sl fjarhasd sem
greidandi og raunverulegur rétthafi hefdu samio
um ef petta sérstaka samband hefdi ekki verid
fyrir hendi skulu &kva®di pessarar greinar ein-
ungis gilda um sidarnefndu fjarhadina. begar
pannig stendur & skal fjarhaedin sem umfram er
skattlogd samkvaamt [6gum hvors samningsrikis
um sig ad teknu tilliti til annarra dkvasda samn-
ings pessa.

13. gr.
Soluhagnadur af eignum.
1. Hagnad, sem adili heimilisfastur i samn-
ingsriki hlytur af solu fasteignar sem visad er til
i 6. gr., og stadsett er i hinu samningsrikinu, ma
skattleggja i sidarnefnda rikinu.

2. Hagnad, sem hlyst af solu lausafjar sem er
hluti atvinnurekstrareignar fastrar atvinnusttdvar
sem fyrirtaki | samningsriki hefur i hinu samn-
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scientific equipment, or for information con-
cerning industrial, commercial or scientific ex-
perience.

4. The provisions of paragraphs 1 and 2 shall
not apply if the beneficia owner of the royal-
ties, being a resident of a Contracting State, car-
ries on business in the other Contracting State
in which the royalties arise, through a perma-
nent establishment situated therein, or performs
in that other State independent personal services
from a fixed base situated therein, and the right
or property in respect of which the royalties are
paid is effectively connected with such perma-
nent establishment or fixed base. In such case
the provisions of Article 7 or Article 14, as the
case may be, shall apply.

5. Royalties shall be deemed to arise in a
Contracting State when the payer is the Govern-
ment of that Contracting State, a local authori-
ty thereof or aresident of that Contracting State.
Where, however, the person paying the royal-
ties, whether he is a resident of a Contracting
State or not, has in a Contracting State a per-
manent establishment or a fixed base in con-
nection with which the liability to pay the roy-
dties was incurred, and such royalties are borne
by such permanent establishment or fixed base,
then such royalties shall be deemed to arise in
the Contracting State in which the permanent
establishment or fixed base is situated.

6. Where, by reason of a special relationship
between the payer and the beneficial owner or
between both of them and some other person,
the amount of the royalties, having regard to the
use, right or information for which they are paid,
exceeds the amount which would have been
agreed upon by the payer, and the beneficial
owner in the absence of such relationship, the
provisions of this Article shall apply only to the
last-mentioned amount. In such case, the excess
part of the payments shall remain taxable
according to the laws of each Contracting State,
due regard being had to the other provisions of
this Agreement.

Article 13
CAPITAL GAINS

1. Gains derived by aresident of a Contracting
State from the aienation of immovable proper-
ty referred to in Article 6 and situated in the
other Contracting State may be taxed in that
other State.

2. Gains from the aienation of movable prop-
erty forming part of the business property of a
permanent establishment which an enterprise of
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ingsrikinu, eda lausafjar sem tilheyrir fastri st6o
sem adili heimilisfastur i samningsriki hefur til
pess ad veita sjalfstadda persdnulega pjonustu i
hinu samningsrikinu, ma skattleggja i sidar-
nefnda rikinu. Sama gildir um hagnad af solu a
dlikri fastri atvinnustdd (einni sé&r eda asamt
fyrirteskinu i heild) eda dlikri fastri stod.

3. Hagnad, sem fyrirtaki i samningsriki hlytur
af solu skipa eda loftfara sem notud eru i flutn-
ingum & alpjédaleidum eda lausafjar sem tengt
er rekstri slikra skipa eda loftfara, skal einungis
skattleggja i pvi riki.

4. Ef eignir félags eru, beint eda ébeint, eink-
um folgnar i fasteign sem stadsett er i samn-
ingsriki ma skattleggja hagnad sem hlyst af stlu
hiuta i hlutafé félagsins i pvi samningsriki.

5. Hagnad, sem hlyst af solu annarra hluta en
peirra sem getid er i 4. mgr. og fela i sér ad
minnsta kosti 25 af hundradi eignarhluta i félagi
sem heimilisfast er i samningsriki, ma skaitt-
leggja i pvi samningsriki.

6. Hagnad, sem hlyst af slu annarra eigna en
getid er i undanfarandi malsgreinum, skal ein-
ungis skattleggja i pvi samningsriki par sem selj-
andinn er heimilisfastur.

14. gr.
Falfsta®d personuleg pjénusta.

1. Tekjur, sem adili heimilisfastur i samnings-
riki hefur af sérfra®dipjonustu eda annarri galf-
staadri starfsemi, skulu einungis skattlagdar i pvi
samningsriki nema i einhverju eftirfarandi til-
vika, pegar einnig ma skattleggja dlikar tekjur i
hinu samningsrikinu:

a) €ef hann hefur ad jafnadi fasta stoo tiltaka i
hinu samningsrikinu til pess ad leysa af
hendi storf sin. | pvi tilviki ma einungis
leggja skatt & pann hluta teknanna i pvi
samningsriki sem talinn er pessari fostu stoo.

b) ef hann dvelur i hinu samningsrikinu i eitt
eda fleiri timabil, samtals lengur en 183 daga
& vidkomandi almanaksari. | pvi tilviki ma
einungis leggja skatt & pann hluta teknanna
i pvi samningsriki sem rekja matil starfsemi
hans i pvi samningsriki.

2. Hugtakio , sérfraadipjénusta’ merkir einkum
géfstadd storf & svidi visinda, bokmennta, lista,
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a Contracting State has in the other Contracting
State or of movable property pertaining to a
fixed base avalable to a resident of a
Contracting State in the other Contracting State
for the purpose of performing independent per-
sona services, including such gains from the
dienation of such a permanent establishment
(alone or with the whole enterprise) or of such
fixed base, may be taxed in that other State.

3. Gans derived by an enterprise of a
Contracting State from the alienation of ships or
aircraft operated in international traffic or mov-
able property pertaining to the operation of such
ships or aircraft shall be taxable only in that
State.

4. Gains from the aienation of shares of the
capital stock of a company the property of which
consists directly or indirectly principaly of
immovable property situated in a Contracting
State may be taxed in that Contracting State.

5. Gains from the alienation of shares other
than those mentioned in paragraph 4 represent-
ing a participation of at least 25 per cent in a
company which is a resident of a Contracting
State may be taxed in that Contracting State.

6. Gains from the alienation of any property
other than that referred to in the preceding para-
graphs shall be taxable only in the Contracting
State of which the alienator is a resident.

Article 14
INDEPENDENT PERSONAL SERVICES

1. Income derived by a resident of a Con-
tracting State in respect of professional services
or other activities of an independent character
shall be taxable only in that Contracting State
except in one of the following circumstances,
when such income may also be taxed in the
other Contracting State:

a) if he has a fixed base regularly available to
him in the other Contracting State for the
purpose of performing his activities; in that
case, only so much of theincome asis attrib-
utable to that fixed base may be taxed in that
other Contracting State;

b) if his stay in the other Contracting State is
for a period or periods exceeding in the
aggregate 183 days in the calendar year con-
cerned; in that case, only so much of income
asis derived from his activities performed in
that other Contracting State may be taxed in
that other Contracting State.

2. The term “professional services’ includes

especialy independent scientific, literary, artis-
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uppeldis- eda kennslumdla, svo og safstesd
storf lakna, l6gfradinga, verkfrasdinga, arki-
tekta, tannlakna og endurskodenda.

15. gr.
Osjélfstasd personuleg pjonusta
(launagd starf).

1. Med peim undantekningum, sem um ragir
i 16., 18., 19. og 20. gr., skulu starfslaun, vinnu-
laun og annad svipad endurgjald, sem adili
heimilisfastur i samningsriki faa fyrir starf sitt,
einungis skattlogd i pvi riki nema starfid sé leyst
af hendi i hinu samningsrikinu. Ef starfid er leyst
af hendi par méa skattleggja endurgjaldid fyrir
pad i sidarnefnda rikinu.

2. bratt fyrir &vadi 1. mgr. skal endurgjald,
sem adili heimilisfastur i samningsriki faa fyrir
starf sem hann leysir af hendi i hinu samnings-
rikinu, einungis skattlagt i fyrrnefnda rikinu ef:

a) vidtakandinn dvelur i hinu samningsrikinu i
eitt eda fleiri timabil, en ekki lengur en 183
daga samtals & vidkomandi almanaksari; og

b) endurgjaldid er greitt af eda fyrir hond
vinnuveitanda sem ekki er heimilisfastur |
hinu samningsrikinu; og

C) endurgjaldio er ekki gjadfaat hja fastri at-
vinnust6d eda fastri stod sem vinnuveitand-
inn hefur i hinu samningsrikinu.

3. bratt fyrir &kvadi 1. og 2. mgr. pessarar

greinar ma skattleggja endurgjald fyrir starf unn-

i0 um bord i skipi eda loftfari, sem rekid er af
fyrirtaki i samningsriki i flutningum & alpj6da-
leidum, i pvi samningsriki.

16. gr.
Sjoérnarlaun.

Stjérnarlaun og adrar svipadar greidsiur, sem
adili heimilisfastur i samningsriki faa fyrir setu
i stjorn félags sem heimilisfast er i hinu samn-
ingsrikinu, ma skattleggja i sidarnefnda rikinu.

17. gr.
Listamenn og ipréttamenn.
1. brétt fyrir d&kvadi 14. og 15. gr. ma skatt-
leggja tekjur adila heimilisfasts i samningsriki,
sem hann aflar i hinu samningsrikinu med per-
sénulegum stérfum sem listamadur, svo sem
leikari i leikhisi eda kvikmyndum, listamadur i
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tic, educationa or teaching activities as well as
the independent activities of physicians, lawyers,
engineers, architects, dentists and accountants.

Article 15
DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articles 16, 18,

19 and 20, sdaries, wages and other similar

remuneration derived by a resident of a Con-

tracting State in respect of an employment shall
be taxable only in that State unless the employ-
ment is exercised in the other Contracting State.

If the employment is so exercised, such remu-

neration as is derived therefrom may be taxed

in that other State.

2. Notwithstanding the provisions of para-

graph 1, remuneration derived by a resident of

a Contracting State in respect of an employment

exercised in the other Contracting State shall be

taxable only in the first-mentioned State if:

a) the recipient is present in the other Con-
tracting State for a period or periods not
exceeding in the aggregate 183 days in the
calendar year concerned; and

b) the remuneration is paid by, or on behaf of,
an employer who is not a resident of the
other Contracting State, and

¢) the remuneration is not borne by a perma
nent establishment or a fixed base which the
employer has in the other Contracting State.

3. Notwithstanding the provisions of para-
graphs 1 and 2 of this Article, remuneration
derived in respect of an employment exercised
aboard a ship or aircraft operated by an enter-
prise of a Contracting State in international traf-
fic, may be taxed in that Contracting State.

Article 16
DIRECTORS' FEES

Directors’ fees and other similar payments
derived by a resident of a Contracting State in
his capacity as a member of the board of direc-
tors of a company which is a resident of the
other Contracting State may be taxed in that
other State.

Article 17
ARTISTES AND SPORTSMEN
1. Notwithstanding the provisions of Articles
14 and 15, income derived by a resident of a
Contracting State as an entertainer, such as a
theatre, motion picture, radio or television
artiste, or a musician, or as a sportsman, from



Nr. 6

hljodvarpi eda sénvarpi eda ténlistarmadur, eda
sem ipréttamadur, i sidarnefnda rikinu.

2. begar tekjur af persdnulegu starfi, sem leyst
er af hendi af listamanni eda ipréttamanni sem
slikum, renna ekki til listamannsins eda iprotta-
mannsins sjafs heldur til annars adila ma, prétt
fyrir &kvesdi 7., 14. og 15. gr., skattleggja
tekjurnar i pvi samningsriki par sem starfsemi
listamannsins eda ipréttamannsins fer fram.

3. brétt fyrir &kvadi 1. og 2. mgr. skulu tekjur,
sem listamenn eda ipréttamenn heimilisfastir i
samningsriki afla med stérfum sem leyst eru af
hendi i hinu samningsrikinu samkvaamt samn-
ingi milli rikisstjérna beggja samningsrikjanna
um menningarskipti, undanpegnar skatti i sidar-
nefnda samningsrikinu.

18. gr.
Eftirlaun.

1. Med peim undantekningum, sem um ragir
i 2. mgr. 19. gr., skulu eftirlaun og adrar svip-
adar greidsur, sem inntar eru af hendi til adila
heimilisfasts i samningsriki vegna fyrri starfa
hans, einungis skattlagdar i pvi riki.

2. brét fyrir &kvadi 1. mgr., og akvasdi 2.
mgr. 19. gr., skulu eftirlaun og adrar svipadar
greidslur, hvort sem paa eru inntar af hendi med
vissu millibili eda i einu lagi, sem greiddar eru
samkvaant almannatryggingal 6ggj6f samnings-
rikis eda Ur 66rum opinberum §6dum samn-
ingsrikis sem eru reknir til ad tryggja velferd
amennings, einungis skattlagdar i pvi riki.

19. gr.
Opinbert starf.

1. @ Starfdaun, vinnulaun og annad svipad
endurgjald, ad undanteknum eftirlaunum,
sem greitt er af rikisstjérn samningsrikis
eda sveitarstjérn i pvi riki til manns fyrir
storf hans i pjénustu rikisstjérnar pess
samningsrikis eda sveitarstjérnar, skal ein-
ungis skattleggja i pvi riki.

b) Slik starfslaun, vinnulaun og annad svipad
endurgjald skal pd einungis skattleggja i
hinu samningsrikinu ef starfio er leyst af
hendi par og madurinn er heimilisfastur i
pvi riki og:

() er rikishorgari pess rikis; eda
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his personal activities as such exercised in the
other Contracting State, may be taxed in that
other State.

2. Where income in respect of personal activ-
ities exercised by an entertainer or a sportsman
in his capacity as such accrues not to the enter-
tainer or sportsman himself but to another per-
son, that income may, notwithstanding the pro-
visions of Articles 7, 14 and 15, be taxed in the
Contracting State in which the activities of the
entertainer or sportsman are exercised.

3. Notwithstanding the provisions of para-
graphs 1 and 2, income derived by entertainers
or sportsmen who are residents of a Contracting
State from the activities exercised in the other
Contracting State under a cultural exchange pro-
gram between the Governments of both
Contracting States shall be exempt from tax in
that other Contracting State.

Article 18

PENSIONS
1. Subject to the provisions of paragraph 2 of
Article 19, pensions and other similar remuner-
ation paid to a resident of a Contracting State in
consideration of past employment shall be tax-
able only in that State.
2. Notwithstanding the provisions of para-
graph 1, and the provisions of paragraph 2 of
Article 19, pensions paid and other similar pay-
ments, whether periodic or lump-sum compen-
sation, granted under the social security legisla
tion of a Contracting State or under any public
scheme organised by a Contracting State for
social welfare purposes shall be taxable only in
that State.

Article 19
GOVERNMENT SERVICE

1. @) Salaries, wages and other similar remun-
eration, other than a pension, paid by the
Government of a Contracting State or a
local authority thereof to an individua in
respect of services rendered to the
Government of that Contracting State or
authority shall be taxable only in that
State.

b) However, such salaries, wages and other
similar remuneration shall be taxable only
in the other Contracting State if the ser-
vices are rendered in that other State and
the individual is a resident of that other
State who:

i) isanationa of that other State; or
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(i) tok ekki upp heimilisfesti i pvi riki
einvordungu i peim tilgangi ad leysa
petta starf af hendi.

2. @) Eftirlaun, sem greidd eru af, eda Ur §63um
stofnudum af, rikisstjérn samningsrikis
eda sveitarstjérn i pvi riki til manns fyrir
storf hans i pjonustu rikisstjornar pessa
rikis eda sveitarstjornar, skal einungis
skattleggja i pvi riki.

b) Slik eftirlaun skal p6 einungis skattleggja

i hinu samningsrikinu e madurinn er

heimilisfastur par og jafnframt rikisborgari

pess rikis.

3. Akvadi 15., 16., og 18. gr. skulu gilda um

starfdlaun, vinnulaun og annad svipad endur-

giald og um eftirlaun sem greidd eru fyrir storf

leyst af hendi i tengslum vid atvinnurekstur a

vegum rikisstjornar samningsrikis eda sveitar-

stjornar i pvi riki.

20. gr.
Kennarar og rannsdknarmenn.

Madur sem er, eda var rétt fyrir komu sina
til samningsrikis, heimilisfastur i hinu samnings-
rikinu og sem dvelur i fyrrnefnda samningsrik-
inu i peim megintilgangi ad kenna, halda fyrir-
lestra eda stunda rannsoknir vid haskdla, fram-
haldsskdla, skdla eda menntastofnun eda rann-
soknastofnun & svidi visinda sem vidurkennd er
af rikisstjorn fyrrnefnda samningsrikisins, skal i
pbrju & fra peim degi pegar hann kemur fyrst til
fyrrnefnda samningsrikisins undanpeginn skatt-
lagningu i fyrrnefnda samningsrikinu & endur-
giad fyrir dika kenndlu, fyrirlestra eda rann-
soknir.

21. gr.
Namsmenn og nemar.

Namsmadur, starfsnemi eda nemi, sem er
eda var rétt fyrir komu sina til samningsrikis
heimilisfastur i hinu samningsrikinu og sem
dvelur i fyrrnefnda rikinu einungis vegna nams
sins eda pjalfunar, skal undanpeginn skattlagn-
ingu i fyrrnefnda rikinu & eftirfarandi greidsiur
eda tekjur sem hann faa eda aflar til ad standa
straum af kostnadi vid framfagslu sina, nam eda
bjafun:

a) greidslur sem til hans renna fra adilum utan
pess samningsrikis til ad standa straum af
kostnadi vid framfaarslu hans, menntun, nam,
rannsoknir eda pjafun; og

b) styrki, ndmsstyrki eda verdlaun sem veitt eru
af rikisstjorninni eda visinda-, menntunar-
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ii) did not become aresident of that other
State solely for the purpose of render-
ing the services.

2. @) Any pension paid by, or out of funds cre-
ated by, the Government of a Contracting
State or alocal authority thereof to an indi-
vidual in respect of services rendered to
the Government of that State or authority
shall be taxable only in that State.

b) However, such pension shall be taxable
only in the other Contracting State if the
individual is a resident of, and a national
of, that other State.

3. The provisions of Articles 15, 16 and 18

shall apply to salaries, wages and other similar

remuneration and to pensions, in respect of ser-
vices rendered in connection with a business car-
ried on by the Government of a Contracting

State or a local authority thereof.

Article 20
TEACHERS AND RESEARCHERS

An individual who is, or immediately before
visiting a Contracting State was, a resident of
the other Contracting State and is present in the
first-mentioned Contracting State for the prima-
ry purpose of teaching, giving lectures or con-
ducting research at a university, college, school
or educational institution or scientific research
ingtitution accredited by the Government of the
first-mentioned Contracting State, shal be
exempt from tax in the first-mentioned Con-
tracting State, for a period of three years from
the date of his first arrival in the first-mentioned
Contracting State, in respect of remuneration for
such teaching, lectures or research.

Article 21
STUDENTS AND TRAINEES

A student, business apprentice or trainee who
is or was immediately before visiting a Con-
tracting State a resident of the other Contracting
State and who is present in the first-mentioned
State solely for the purpose of his education,
training shall be exempt from tax in that first-
mentioned State on the following payments or
income received or derived by him for the pur-
pose of his maintenance, education or training:
a) payments derived from sources outside that
Contracting State for the purpose of his
maintenance, education, study, research or

training; and
b) grants, scholarships or awards supplied by
the Government, or a scientific, educational,
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eda menningarfélogum eda 6drum féldgum
sem undanpegin eru skattskyldu.

22. gr.
Adrar tekjur.

1. Tekjur, sem adili heimilisfastur i samnings-
riki aflar og ekki er fjallad um i fyrri greinum
pessa samnings, skal einungis skattleggja i pvi
riki og skiptir ekki mdli hvar peirra er aflad.

2. Akvadi 1. mgr. gilda ekki um tekjur, adrar
en tekjur af fasteign, sbr. skilgreiningu i 2. mgr.
6. gr., pegar vidtakandi teknanna er heimilisfast-
ur i samningsriki og hann rekur starfsemi i gegn-
um fasta atvinnustod i hinu samningsrikinu eda
veitir gafstadda persdnulega pjonustu fra fastri
st6d i sidarnefnda rikinu, og réttindin eda eignin
sem tekjurnar stafa fra er raunverulega bundin
vid dika fasta atvinnustdd eda fasta stod. | pvi
tilviki skulu, eftir pvi sem vid 4, kvadi 7. gr.
eda 14. gr. gilda

23. or.
Adferdir til ad koma i veg fyrir tviskottun.

1. A idandi skal komid i veg fyrir tviskéttun

med eftirfarandi hadti:

a) Hafi adili heimilisfastur & [slandi tekjur, sem
samkvaamt akvasdum pessa samnings skal
einungis skattleggja eda ma skattleggja i
Kina, skal island heimila ad dreginn sé fra
idenskum tekjuskatti pessa adila sa hluti
tekjuskattsins sem svarar til teknanna sem
rekja ma til Kina nema akvaadi b-lidar leidi
til annars.

b) begar adili heimilisfastur & [slandi faar tekjur,
sem samkvaamt akvadum 10. gr., 11. gr., 12.
gr., 3. mgr. 15. gr., 16. gr. og 17. gr. ma
skattleggja i Kina, skal Island heimila ad
dregin sé fra idenskum tekjuskatti pessa
adila fjarha®d sem svarar til pess skatts sem
greiddur hefur verid i Kina. Fradréttur pessi
skal p6 ekki fara fram ar peim hiuta skatts-
ins, reiknads fyrir dikan fradratt, sem er af
framangreindum tekjum sem rekja ma til
Kina.

¢) Hvad fradrétt pann vardar sem getid er i b-
lid skal kinverskur skattur talinn hafa verid
greiddur med peim hundradshlutum sem
kvedid er aum i 2. mgr. 10. gr., 2. mgr. 11.
gr. og 2. mgr. 12. gr. Akvadi pessa lidar
skulu einungis gilda fyrstu tiu arin sem
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cultural or other tax-exempt organisation.

Article 22
OTHER INCOME

1. ltems of income of a resident of a Con-
tracting State, wherever arising, not dealt with
in the foregoing Articles of this Agreement shall
be taxable only in that State.

2. The provisions of paragraph 1 shall not ap-
ply to income, other than income from immov-
able property as defined in paragraph 2 of
Article 6, if the recipient of such income, being
aresident of a Contracting State, carries on busi-
ness in the other Contracting State through a
permanent establishment situated therein, or per-
forms in that other State independent personal
services from a fixed base situated therein, and
the right or property in respect of which the
income is paid is effectively connected with
such permanent establishment or fixed base. In
such case the provisions of Article 7 or Article
14, as the case may be, shall apply.

Article 23
METHODS FOR ELIMINATION OF
DOUBLE TAXATION

1. In Iceland, double taxation shall be eimi-

nated as follows:

a) Where a resident of Iceland derives income
which, in accordance with the provisions of
this Agreement, shall be taxable only or may
be taxed in China, Iceland shall subject to
the provisions of sub-paragraph b), allow as
a deduction from the income tax that part of
the income tax which is applicable to the
income derived from China.

b) Where aresident of Iceland derives items of
income which, in accordance with the pro-
visions of Articles 10, 11, 12, paragraph 3
of Article 15 and Articles 16 and 17, may
be taxed in China, Iceland shall alow as a
deduction from the tax on income of that res-
ident an amount equal to the tax paid in
China. Such deduction shall not, however,
exceed that part of the tax, as computed
before the deduction is given, which is attrib-
utable to such items of income derived from
China.

¢) For the purpose of the deduction referred to
in sub-paragraph b), Chinese tax shall be
deemed to have been paid at the rates pro-
vided in paragraphs 2 of Articles 10, 11 and
12. The provisions of this sub-paragraph
shall apply only for the first ten years for
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samningur pessi er i gildi. Pennan tima ma
framlengjia med gagnkveamu samkomulagi
milli baara stjérnvalda samningsrikjanna.

2. | Kinaskal komid i veg fyrir tviskéttun med

eftirfarandi haeti:

a) Hafi adili heimilisfastur i Kina tekjur fra
{dandi ma draga fra kinverskum skatti &
pann adila fjarhaed skatts & pag tekjur sem
greiddur er & Idlandi samkvaamt &kvadum
samnings pessa. Fradréttur pessi skal p6 ekki
nema haari fjarha®d en fjarha®d kinverska
skattsins & pag tekjur, reiknads samkvaamt
kinverskum skattalégum og reglum.

b) Pegar tekjurnar fra islandi eru gédahlutir,
sem greiddir eru af féagi heimilisfostu & is-
landi til félags sem heimilisfast er i Kina og
sem & ad minnsta kosti 10 af hundradi hluta
i félaginu sem &gédahlutina greidir, skal fré
drétturinn taka mio af peim skatti sem félag-
id sem greidir 4godahlutina greidir & [slandi
af tekjum sinum.

24. gr.

Jafnrétti.
1. Rikisborgarar samningsrikis skulu ekki seeta
annarri eda pyngri skattlagningu eda kréfum i
pvi sambandi i hinu samningsrikinu en rikis-
borgarar pess rikis soda eda gedu sedt vio sdmu
adstasdur. brétt fyrir dkvasdi 1. gr. gildir petta
akvaadi einnig um adila sem ekki eru heimilis-
fastir i 60ru hvoru eda badum samningsrikjun-
um.

2. Skattlagning fastrar atvinnustddvar, sem
fyrirtaki i samningsriki hefur i hinu samnings-
rikinu, skal ekki vera 6hagstasdari i sidarnefnda
rikinu en skattlagning a fyrirtaski i pvi riki sem
hafa sams konar starfsemi med hondum. betta
akvaddi skal ekki skyra pannig ad pad skyldi
samningsriki til ad veita adilum heimilisfostum
i hinu samningsrikinu nokkurn pann personufra-
drétt, ivilnanir og laskkun skatta vegna hjuskap-
arstoou eda fjolskylduframfearslu sem pad veitir
peim adilum sem par eru heimilisfastir.

3. Eigi é&vadi 1. mgr. 9. gr., 8. mgr. 11. gr.
eda 6. mgr. 12. gr. ekki vid skulu vextir, pokn-
anir og adrar greidoslur, sem fyrirtaki i samn-
ingsriki greidir til adila heimilisfasts i hinu
samningsrikinu, vera fradréttarbagrar vid akvoro-
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which the Agreement is effective. This peri-
od may be extended by mutual agreement
between the competent authorities of the
Contracting States.

2. In China, double taxation shall be eliminat-

ed as follows:

a) Where a resident of China derives income
from Iceland the amount of tax on that
income payable in Iceland in accordance
with the provisions of this Agreement, may
be credited against the Chinese tax imposed
on that resident. The amount of credit, how-
ever, shall not exceed the amount of the
Chinese tax on that income computed in
accordance with the taxation laws and regu-
lations of China

b) Where the income derived from Iceland is a
dividend paid by a company which is a res-
ident of Iceland to a company which isares-
ident of China and which owns not less than
10 per cent of the shares of the company
paying the dividend, the credit shall take into
account the tax paid to Iceland by the com-
pany paying the dividend in respect of its
income.

Article 24
NON-DISCRIMINATION

1. Nationas of a Contracting State shall not be
subjected in the other Contracting State to any
taxation or any requirement connected there-
with, which is other or more burdensome than
the taxation and connected requirements to
which nationals of that other State in the same
circumstances are or may be subjected. This pro-
vision shall, notwithstanding the provisions of
Article 1, also apply to persons who are not res-
idents of one or both of the Contracting States.
2. The taxation on a permanent establishment
which an enterprise of a Contracting State has
in the other Contracting State shall not be less
favourably levied in that other State than the tax-
ation levied on enterprises of that other State
carrying on the same activities. This provision
shall not be construed as obliging a Contracting
State to grant to residents of the other Con-
tracting State any persona allowances, reliefs
and reductions for taxation purposes on account
of civil status or family responsibilities which it
grants to its own residents.

3. Except where the provisions of paragraph 1
of Article 9, paragraph 8 of Article 11, or para-
graph 6 of Article 12, apply, interest, royalties
and other disbursements paid by an enterprise of
a Contracting State to a resident of the other
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un skattskylds hagnadar diks fyrirtakis eftir
somu reglum og greidslur til adila heimilisfasts
i fyrrnefnda rikinu.

4. bott fijarmagn fyrirtakja i samningsriki sé
a0 6llu eda nokkru leyti, beint eda ébeint, i eigu
eda undir stjérn eins eda fleiri adila sem eru
heimilisfastir i hinu samningsrikinu skulu pau
ekki ssda annarri eda pyngri skattlagningu eda
kréfum 1 pvi sambandi i fyrrnefnda rikinu en
fyrirtaski svipadrar tegundar i pvi riki seta eda
gedu sadt.

5. brétt fyrir dkvaadi 2. gr. gilda &kvasdi pess-
arar greinar um hvers konar skatta, hverju nafni
sem peir nefnast.

25. gr.
Framkvaand gagnkvaans samkomulags.

1. begar adili telur ad rédstafanir, sem gerdar
eru af 6dru hvoru eda badum samningsrikjunum,
leidi eda muni leida til skattlagningar ad pvi er
hann vardar sem ekki er i samraami vid &kvadi
pessa samnings getur hann, an pess ad pad raski
rétti hans til ad faga sér i nyt pau réttarGrradi
sem 16g pessara rikja kveda a um, lagt malio
fyrir baat stjornvald i pvi samningsriki par sem
hann er heimilisfastur eda, falli ma hans undir
1. mgr. 24. gr., i pvi samningsriki par sem hann
er rikisborgari. Mal veréur ad leggja fyrir innan
priggja ara fra fyrstu tilkynningu um radstafanir
sem leida til skattlagningar sem ekki er i sam-
raami vid &kvadi samningsins.

2. Ef hid baga stjornvald telur ad métmadin
séu & rokum reist, en getur p6 ekki galft leyst
malid & vidunandi hatt, skal pad leitast vid ad
leysa malid med gagnkvaamu samkomulagi vid
baat stjérnvald i hinu samningsrikinu i pvi skyni
a0 komast hja skattlagningu sem ekki er i sam-
raami vio &kvadi samningsins. Slikt samkomu-
lag skal koma til framkvaanda 6had 6llum tima-
morkum sem i gildi eru samkvaamt |6gum samn-
ingsrikjanna.

3. Bax stjornvold i samningsrikjunum skulu
med gagnkvaamu samkomulagi leitast vid ad
leysa sérhvern vanda eda vafaatridi vardandi
tlkun eda beitingu samningsins. bau geta einn-
ig rédgast sin a milli i pvi skyni ad komast hja
tviskéttun i tilvikum sem ekki er fjalad um i
samningnum.

4. Bax jornvold i samningsrikjunum geta
haft beint samband sin & milli i pvi skyni ad na
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Contracting State shall, for the purpose of deter-
mining the taxable profits of such enterprise, be
deductible under the same conditions as if they
had been paid to a resident of the first-men-
tioned State.

4. Enterprises of a Contracting State, the cap-
ital of which is wholly or partly owned or con-
trolled, directly or indirectly, by one or more
residents of the other Contracting State, shall not
be subjected in the first-mentioned State to any
taxation or any requirement connected therewith
which is other or more burdensome than the tax-
ation and connected reguirements to which other
similar enterprises of the first-mentioned State
are or may be subjected.

5. The provisions of this Article shall, notwith-
standing the provisions of Article 2, apply to
taxes of every kind and description.

Article 25

MUTUAL AGREEMENT PROCEDURE
1. Where a person considers that the actions
of one or both of the Contracting States result
or will result for him in taxation not in accor-
dance with the provisions of this Agreement, he
may, irrespective of the remedies provided by
the domestic law of those States, present his case
to the competent authority of the Contracting
State of which he is a resident or, if his case
comes under paragraph 1 of Article 24, to that
of the Contracting State of which he is a nation-
a. The case must be presented within three years
from the first notification of the action resulting
in taxation not in accordance with the provisions
of the Agreement.
2. The competent authority shall endeavour, if
the objection appears to it to be justified and if
itisnot itself able to arrive at a satisfactory solu-
tion, to resolve the case by mutual agreement
with the competent authority of the other
Contracting State, 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 Contracting States.
3. The competent authorities of the Contract-
ing States shall endeavour to resolve by mutual
agreement any difficulties or doubts arising as
to the interpretation or application of the Agree-
ment. They may also consult together for the
elimination of double taxation in cases not pro-
vided for in the Agreement.
4. The competent authorities of the Contract-
ing States may communicate with each other
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samkomulagi i samraami vid akvaddi 2. og 3.
mgr. begar radlegt pykir til ad na samkomulagi
geta fulltrdar baara stjérnvalda samningsrikj-
anna &tt fund saman og skipst & skodunum.

26. gr.
ipti & upplysingum.
1. Beg jérnvold i samningsrikjunum skulu
skiptast & peim upplysingum sem naudsynlegar
eru vegna framkvaamdar &kvagda pessa samnings
eda laga samningsrikjanna vardandi skatta sem
pessi samningur tekur til ad pvi leyti sem vio-
komandi skattlagning er i samraami vid akvasdi
samningsins, einkum til ad koma i veg fyrir und-
anskot fra slikum skéttum. Skipti & upplysingum
takmarkast ekki vio akvedi 1. gr. Med allar
upplysingar, sem moétteknar eru af samningsriki,
skal fara sem trinadarmd & sama hétt og fario

e med upplysingar sem aflad er samkvaamt

[6gum pess rikis og skulu eingéngu gerdar kunn-

ar adilum eda stjérnvéldum (par med téldum

démstélum og stjérnsysluadilum) sem hafa med
hoéndum alagningu eda innheimtu & peim skott-
um sem samningurinn tekur til eda fullnustu-
eda akaguvald vardandi pa skatta eda Urskurdi
um kagur vegna peirra skatta. bessir adilar eda

stjérnvold skulu einungis nota upplysingarnar i

greindum tilgangi. Peim er heimilt ad gera slikar

upplysingar opinberar vid maarekstur fyrir
démst6lum eda i démsnidurstddum.

2. Akvadi 1. mgr. skal i engu tilviki skyra

pannig ad pau leggi skyldur & samningsriki til

ao:

a) framkvaama stjérnsysluradstafanir sem vikja
fra I6gum eda stjérnsysluvenjum pess eda
hins samningsrikisins;

b) veita upplysingar sem ekki er unnt ad afla
samkvaamt |6gum eda edlilegum stjornsyslu-
venjum pess eda hins samningsrikisins;

c) veita upplysingar sem myndu ljéstra upp
leyndarmdum eda framleidsluadferoum a
svidi vidskipta, atvinnumala, idnadar, versl-
unar eda sérfradipekkingar, eda veita upp-
lysingar sem myndu strida gegn almanna-
reglu (ordre public) ef paa vaaru gerdar opin-
berar.

27. gr.
Sendierindrekar og rasdiserindrekar.

Akvasdi samnings pessa skulu ekki hafa dhrif
& skattaivilnanir sem sendierindrekar eda rais-
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directly for the purpose of reaching an agree-
ment in the sense of paragraphs 2 and 3. When
it seems advisable for reaching agreement, rep-
resentatives of the competent authorities of the
Contracting States may meet together for an oral
exchange of opinions.

Article 26
EXCHANGE OF INFORMATION

1. The competent authorities of the Contract-
ing States shall exchange such information as is
necessary for carrying out the provisions of this
Agreement or of the domestic laws of the Con-
tracting States concerning taxes covered by the
Agreement insofar as the taxation thereunder is
not contrary to the Agreement, in particular for
the prevention of evasion of such taxes. The ex-
change of information is not restricted by Article
1. Any information received by a Contracting
State shall be treated as secret in the same man-
ner as information obtained under the domestic
laws of that State and shall be disclosed only to
persons or authorities (including courts and
administrative bodies) involved in the assess
ment or collection of, the enforcement or pros-
ecution in respect of, or the determination of
appeals in relation to, the taxes covered by the
Agreement. Such persons or authorities shall use
the information only for such purposes. They
may disclose the information in public court pro-
ceedings or in judicial decisions.

2. In no case shall the provisions of paragraph
1 be construed so as to impose on a Contracting
State the obligation:

a) to carry out administrative measures at vari-
ance with the laws and administrative prac-
tice of that or of the other Contracting State;

b) to supply information which is not obtain-
able under the laws or in the normal course
of the administration of that or of the other
Contracting State;

¢) to supply information which would disclose
any trade, business, industrial, commercia or
professional secret or trade process, or infor-
mation, the disclosure of which would be
contrary to public policy (ordre public).

Article 27
DIPLOMATIC AGENTS AND CONSULAR
OFFICERS
Nothing in this Agreement shall affect the fis-
cal privileges of diplomatic agents or consular
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erindrekar nj6ta samkvaamt almennum [ojéorétt-
arreglum eda dkvadum sérstakra samninga.

28. or.
Gildistaka.

Samningur pessi 6dlast gildi prjatiu dogum
eftir pann dag pegar skipst er a diplématiskum
ordsendingum pess efnis ad lagalegri medferd i
hvoru riki um sig vegna gildistoku samningsins
sé lokid. Samningurinn skal koma til fram-
kveamda ad pvi er vardar tekjur sem aflad er a
peim skattarum sem hefjast a eda eftir fyrsta dag
janbarmanadar sem fylgir nasst & eftir pvi ari
pegar samningur pessi 6dlast gildi.

29. or.
Uppsogn.

Samningur pessi skal gilda um 6tiltekinn
tima, en hvort samningsrikjanna um sig getur,
pritugasta juni eda fyrr amanaksar hvert sem
hefst eftir ad fimm & eru lidin fra gildistoku
samningsins, tilkynnt hinu samningsrikinu, eftir
diplématiskum leidum, skriflega um uppsdgn
samningsins. | pvi tilviki skal samningur pessi
hadta ad koma til framkvaanda ad pvi er vardar
tekjur sem aflad er & peim skattarum sem hefj-
ast fyrsta janUar eda sidar & pvi almanaksari sem
fylgir neest & eftir pvi ari pegar tilkynnt er um
uppsogn.

PESSU TIL STADFESTU hafa undirritadir,
sem til pess hafa fullt umbod, undirritad samn-
ing pennan.

Gjort i tviriti i Peking hinn 3. jani 1996 a
islensku, kinversku og ensku og skulu alir text-

arnir jafngildir. Komi upp vafi um tdlkun skal
enski textinn raéda.

Fyrir hdnd rikisstjornar
lyéveldisins Islands
Fridrik Sophusson

Fyrir hond rikisstjornar
Alpydulydveldisins Kina

Liu Zhongli
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officers under the general rules of international
law or under the provisions of specia agree-
ments.

Article 28
ENTRY INTO FORCE

This Agreement shall enter into force on the
thirtieth day after the date on which diplomatic
notes indicating the completion of internal legal
procedures necessary in each country for the
entry into force of this Agreement have been
exchanged. This Agreement shall have effect as
respects income derived during the taxable years
beginning on or after the first day of January
next following that in which this Agreement
enters into force.

Article 29
TERMINATION

This Agreement shall continue in effect indef-
initely but either of the Contracting States may,
on or before the thirtieth day of June in any cal-
endar year beginning after the expiration of a
period of five years from the date of its entry
into force, give written notice of termination to
the other Contracting State through the diplo-
matic channels. In such event this Agreement
shall cease to have effect as respects income
derived during the taxable years beginning on or
after the first day of January in the calendar year
next following that in which the notice of ter-
mination is given.

IN WITNESS WHEREOF the undersigned,
duly authorized thereto, have signed this Agree-
ment.

Done in duplicate at Beijing on this 3rd day
of June, 1996 in the Icelandic, Chinese and Eng-
lish languages, the three texts being equally
authentic. In case there is any divergence of
interpretation, the English text shall prevail.

For the Government of
the Republic of Iceland

Fridrik Sophusson

For the Government of
the People’'s Republic of China

Liu Zhongli



Nr. 6

BOKUN

Vid undirritun samningsins milli rikisstjérnar
lydveldisins idlands og rikisstjornar Alpydu-
lyoveldisins Kina til ad komast hja tviskéttun og
koma i veg fyrir undanskot fra skattlagningu a
tekjur (hér eftir nefndur ,, samningurinn®) hafa
adilar ordid &sattir um eftirfarandi akvasdi sem
eru 6adskiljanlegur hluti samningsins:

1. Vio 4. gr.

| Kina hugtaki®d ,adaskrifstofa’ visar til
midstyrdar stofnunar sem komid er & fot, af
fyrirtaki med erlent fjarmagn, sem |dgadila i
Kina samkveant kinverskum légum og sem ber
abyrgd a stjornun, rekstri og yfirrddum sliks
fyrirteis.

2. Vio 10. gr.

pratt fyrir &kvasdi 2. mgr. 10. gr. samnings
pessa og svo lengi sem agddahlutir greiddir af
féagi heimilisfostu & islandi eru samkvaamt is-
lenskum 16gum fréadréttarbagrir fra skattskyldum
hagnadi eda eru yfirfaganlegir sem rekstrartap
félagsins vio akvordun tekjuskatts ma einnig
skattleggja & islandi, samkveaamt islenskum 16g-
um, agodahluti sem greiddir eru af félaginu til
adila heimilisfasts i Kina. Sé vidtakandinn hins
vegar raunverulegur rétthafi agédahlutanna ma
skatturinn, sem pannig er a lagdur, eigi vera
haari en 15 af hundradi af peim hluta ag6da-
hlutanna sem er fradréttarbagr fra skattskyldum
hagnadi félagsins eda er yfirfaganlegur sem
rekstrartap félagsins.

3. Vio 12. gr.

AO pvi er vardar beitingu 2. mgr. 12. gr.
samnings pessa skulu 70 af hundradi vergra
fjdrhada pdknana sem stafa fra leigu idnadar-,
vidskipta- eda visindablUnadar skattlagdar.

PESSU TIL STADFESTU hafa undirritadir,
sem til pess hafa fullt umbod, undirritad bokun
pessa

Gjort i tviriti i Peking hinn 3. jani 1996 a
islensku, kinversku og ensku og skulu allir text-
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PROTOCOL

At the signing of the Agreement between the
Government of the Republic of Iceland and the
Government of the People's Republic of China
for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with respect to
Taxes on Income (hereinafter referred to as “the
Agreement”), both sides have agreed upon the
following provisions which shal form an inte-
gral part of the Agreement:

1. With reference to Article 4

In China: the term “head office” refers to
the central organization which is established in
China by an enterprise with foreign investment
as a lega person pursuant to the laws of China
and which is responsible for the management,
operations and control over such enterprise.

2. With reference to Article 10
Notwithstanding the provisions of para
graph 2 of Article 10 of this Agreement, as long
as according to the laws of Iceland dividends
paid by a company which is aresident of Iceland
may be deducted from the taxable profits or may
be carried forward as an operating loss of such
company for income tax purposes, dividends
paid by such company to a resident of China
may aso be taxed in Iceland and according to
the laws of Iceland, but if the recipient is the
beneficial owner of the dividends, the tax so
charged shall not exceed 15 per cent, on such
part of the dividends which is deductible from
acompany's taxable profits or can be carried for-
ward as an operating loss of the company.

3. With reference to Article 12

For the purposes of the application of para-
graph 2 of Article 12 of this Agreement, royal-
ties derived from rental of industrial, commer-
cial or scientific equipment shall be taxed on 70
per cent of the gross amount of such royalties.

IN WITNESS WHEREOF the undersigned,
duly authorized thereto, have signed this Proto-
col.

Done in duplicate at Beijing on this 3rd day
of June, 1996 in the Icelandic, Chinese and
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arnir jafngildir. Komi upp vafi um tllkun skal  English languages, the three texts being equally
enski textinn rada. authentic. In case there is any divergence of
interpretation, the English text shall prevail.

Fyrir hdnd rikisstjornar For the Government of
lyéveldisins Islands the Republic of Iceland
Fridrik Sophusson Fridrik Sophusson

Fyrir hond rikisstjornar For the Government of

Alpydulydveldisins Kina the People’'s Republic of China

Liu Zhongli Liu Zhongli



