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AUGLYSING

um tviskéttunarsamning vio Bandarikin.

Samningur milli rikisstjornar Islands og rikisstjornar Bandarikja Nordur-Ameriku til ad komast
hja tviskottun og koma i veg fyrir undanskot fra skattlagningu a tekjur, sem gerdur var i Washington
23. oktdber 2007, 60ladist gildi 15. desember 2008. Samkvemt 27. gr. samningsins skal samningi
milli rikjanna til ad komast hja tviskdttun og koma i veg fyrir undanskot fra skattlagningu a
tekjur og eignir fra 7. mai 1975 adeins beitt 4 takmarkadan hatt og i takmarkadan tima en skal
slitid 31. desember 2009, sbr. auglysingu i C-deild Stjornartidinda nr. 22/1975 par sem sidarnefndi

samningurinn er birtur.

Samningurinn er birtur sem fylgiskjal med auglysingu pessari.

betta er hér med gert almenningi kunnugt.

Utanrikisraduneytinu, 17. desember 2008.

Ingibjorg Solran Gisladottir.

Fylgiskjal.

SAMNINGUR
milli rikisstjornar islands og rikisstjornar
Bandarikja Nordour-Ameriku til a0 komast
hja tviskottun og koma i veg fyrir undanskot
fra skattlagningu a tekjur.

Rikisstjorn Islands og rikisstjorn Bandarikja
Nordur-Ameriku, sem oska eftir ad gera med
sér samning til ad komast hja tviskéttun og
koma i veg fyrir undanskot fra skattlagningu
a tekjur,

HAFA ORDID ASATTAR um eftirfarandi:

1. gr.
Almennt gildissvio.

1. Samningur pessi tekur einungis til adila,
sem eru heimilisfastir i 60ru eda badum
samningsrikjunum, nema kvedid s¢ 4 um
annad i samningnum.

2. Samningurinn takmarkar ekki 4 neinn hatt
nokkurn avinning sem tilkominn er ni eda
hér eftir:

a) samkvemt 16gum hvors samningsrikis
sem er; eda
b) samkvemt hverjum 60rum samningi
milli samningsrikjanna.
3. a) bratt fyrir akvadi b-lidar 2. mgr.:

Benedikt Jonsson.

CONVENTION
between the Government of Iceland and the
Government of the United States of America
for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with respect to
Taxes on Income

The Government of Iceland and the
Government of the United States of America,
desiring to conclude a Convention for the
avoidance of double taxation and the preven-
tion of fiscal evasion with respect to taxes on
income,

HAVE AGREED as follows:

ARTICLE 1
General Scope

1. This Convention shall apply only to per-
sons who are residents of one or both of
the Contracting States, except as otherwise
provided in the Convention.

2. This Convention shall not restrict in any
manner any benefit now or hereafter
accorded:

a) by the laws of either Contracting State;
or
b) by any other agreement between the
Contracting States.
3. a) Notwithstanding the provisions of sub-
paragraph b) of paragraph 2:



(1) gilda akveadi 24. gr. samnings pessa
(Framkvemd gagnkvems sam-
komulags) einvordungu um deilu
um hvort radstdéfun rumist innan
gildissvids samnings pessa og mals-
medferd samkvemt samningi pess-
um gildir einvérdungu um pa deilu;
og

(i) nema baer stjornvold akvedi ad
skattaleg raostofun falli ekki undir
gildissvid samnings pessa, gilda
skuldbindingar vidvikjandi banni
vid mismunun samkvemt samningi
pessum einvordungu um pa radstof-
un, nema ad pvi er vardar skuldbind-
ingar sem luta ad innlendri medferd
eda bestukjaramedferd og kunna ad
gilda um voruvidskipti samkvaemt
hinum almenna samningi um tolla
og vidskipti. Engin skuldbinding,
sem lytur ad innlendri medferd
eda bestukjaramedferd samkvaemt
00rum samningum, gildir ad pvi er
fyrrnefnda radstofun vardar.

b) I malsgrein pessari merkir ,,radstof-
un® 16g, reglugerd, reglu, malsmedferd,
akvordun, stjornsyslufyrirmeli  eda
svipud akvaedi eda adgerd.

. Samningsriki er heimilt, pratt fyrir hvada

akvaedi samningsins sem er, ad 5. mgr. pess-

arar greinar undanskilinni, ad skattleggja
adila heimilisfasta i pvi riki (sbr. skilgrein-
ingu i 4. gr. (Heimilisfastur adili)), og er
sakir rikisfangs heimilt ad skattleggja rik-
isborgara sina eins og samningurinn hefoi
ekki komid til framkvemda. Heimilt er,
pratt fyrir 6nnur akvadi samnings pessa og

i samreemi vid bandarisk 16g, ad skattleggja

fyrrum bandariskan rikisborgara eda fyrr-

um heimilisfastan adila i Bandarikjunum
til langs tima i tiu ar eftir ad hlutadeigandi
hefur misst pa stodu.

. Akvadi 4. mgr. hafa engin ahrif a:

a) avinning sem samningsriki veitir skv. 2.
mgr. 9. gr. (Tengd fyrirteki), 2. og 4.
mgr. 17. gr. (Eftirlaun, almannatrygg-
ingar og lifeyrisgreidslur) og 22. gr.
(Eftirgjof a tviskottun), 23. gr. (Bann
vid mismunun) og 24. gr. (Framkvaemd
gagnkvems samkomulags); og

b) avinning sem samningsriki veitir ménn-
um skv. 18. gr. (Opinber pjonusta); 19.
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(1) the provisions of Article 24 (Mutual
Agreement Procedure) of this
Convention exclusively shall apply
to any dispute concerning whether
a measure is within the scope of
this Convention, and the procedures
under this Convention exclusively
shall apply to that dispute; and

(ii) unless the competent authorities
determine that a taxation mea-
sure is not within the scope of this
Convention, the non-discrimina-
tion obligations of this Convention
exclusively shall apply with respect
to that measure, except for such
national treatment or most-favored-
nation obligations as may apply to
trade in goods under the General
Agreement on Tariffs and Trade.
No national treatment or most-
favored-nation obligation under any
other agreement shall apply with
respect to that measure.

b) For the purposes of this paragraph, a
“measure” is a law, regulation, rule, pro-
cedure, decision, administrative action,
or any similar provision or action.

. Notwithstanding any provision of the

Convention except paragraph 5 of this
Article, a Contracting State may tax its
residents (as determined under Article 4
(Resident)), and by reason of citizenship
may tax its citizens, as if the Convention
had not come into effect. Notwithstanding
the other provisions of this Convention, a
former citizen or long-term resident of the
United States may, for the period of ten
years following the loss of such status, be
taxed in accordance with the laws of the
United States.

. The provisions of paragraph 4 shall not

affect:

a) the benefits conferred by a Contracting
State under paragraph 2 of Article 9
(Associated Enterprises), paragraphs
2 and 4 of Article 17 (Pensions, Social
Security, and Annuities), and Articles
22 (Relief from Double Taxation), 23
(Non-Discrimination), and 24 (Mutual
Agreement Procedure); and

b) the benefits conferred by a Contracting
State under Articles 18 (Government
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gr. (Namsmenn og lerlingar) og 26. gr.
(Sendiradsmenn og starfsmenn raed-
isskrifstofa) sem hvorki eru rikisborg-
arar pess né hafa 6dlast heimilisfesti i

pvi.

Lita ber svo 4 ad tekjulidur, sem kemur fra
adila sem er sameignarfélag, fjarvorslusjod-
ur eda bu samkvemt 16gum hvors samn-
ingsrikis sem er, sé¢ tekjulidur adila sem er
heimilisfastur i riki, ad pvi marki sem farid
er med pann 1id samkvaemt skattalogum
pess samningsrikis sem tekjur heimilisfasts
adila, p.e. tekjur sem slikur adili hefur i
sinni vorslu eda eru i vorslu samstarfsadila
hans eda rétthafa.

2. gr.

Skattar sem samningurinn tekur til.

Samningur pessi tekur til skatta af tekjum
sem lagdir eru 4 vegna samningsrikis, an
tillits til pess & hvern hatt peir eru a lago-
ir.
Til skatta af tekjum teljast allir skattar sem
eru lagdir a heildartekjur, a heildareignir
eda 4 hluta tekna, par med taldir skatt-
ar af hagnadi af solu lausafjar eda fast-
eigna, skattar 4 heildarfjarhed launa sem
eru greidd af fyrirtekjum, ad fratéldum
skottum & baetur almannatrygginga, svo og
skattar af verdmetisaukningu.

Gildandi skattar, sem samningurinn tekur
til, eru pessir:
a) 4 Islandi:

(1) tekjuskattar rikissjods; og

(ii) utsvar til sveitarfélaganna,
(hér a eftir nefnt ,,islenskur skattur®);

b) i Bandarikjunum:

(1) alrikistekjuskattar lagdir & sam-
kvemt 16gum Bandarikjanna um
tekjuskatt; og

(i1) alrikisvorugjold 16gd & ad pvi er vid
kemur einkasjédsstofnunum,

(hér 4 eftir nefnt ,bandariskur
skattur®).
Samningurinn skal einnig taka til allra
peirra skatta, somu eda ad verulegu leyti
svipadrar tegundar, sem lagdir eru a eftir
undirritunardag hans til vidbotar vid eda i
stadinn fyrir gildandi skatta. Ber stjornvold
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Service), 19 (Students and Trainees),
and 26 (Members of Diplomatic
Missions and Consular Posts), upon
individuals who are neither citizens of,
nor have been admitted for permanent
residence in, that State.

6. An item of income derived through an

entity that is a partnership, trust or estate
under the laws of either Contracting State
shall be considered to be derived by a resi-
dent of a State to the extent that the item is
treated for purposes of the taxation law of
such Contracting State as the income of a
resident, either in its hands or in the hands
of its partners or beneficiaries.

ARTICLE 2
Taxes Covered
This Convention shall apply to taxes on
income imposed on behalf of a Contracting
State, irrespective of the manner in which
they are levied.
There shall be regarded as taxes on income
all taxes imposed on total income, on total
capital, or on elements of income, includ-
ing taxes on gains from the alienation of
movable or immovable property (real prop-
erty), taxes on the total amounts of wages
or salaries paid by enterprises, but exclud-
ing social security taxes, as well as taxes on
capital appreciation.
The existing taxes to which the Convention
shall apply are:
a) in Iceland:
(i) the income taxes to the state (tekju-
skattar rikissjods); and
(i1) the income tax to the municipalities
(utsvar),
(hereinafter referred to as “Icelandic
tax™);
b) in the United States:
(i) the Federal income taxes imposed
by the Internal Revenue Code; and

(ii) the Federal excise taxes imposed
with respect to private foundations
(hereinafter referred to as “United
States tax”).

The Convention shall apply also to any
identical or substantially similar taxes that
are imposed after the date of signature of
the Convention in addition to, or in place of,
the existing taxes. The competent authori-
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i samningsrikjunum skulu tilkynna hvort
00ru um allar verulegar breytingar sem
hafa verid gerdar a skattalogum rikjanna
eda 00rum logum beirra sem hafa veruleg
ahrif 4 skuldbindingar peirra samkvamt
samningi pessum.

3. gr.
Almennar skilgreiningar.

[ samningi pessum er merking eftirfarandi

hugtaka sem hér segir, nema annad leidi af

samhenginu:

a) ,,Island* merkir Island og, pegar pad er
notad i landfredilegum skilningi, land-
svaedi Islands, par med talin landhelgi
pbess og sérhvert pad svaedi utan land-
helginnar par sem Island hefur sam-
kvemt pjodarétti 16gsdgu eda fullveld-
isréttindi ad pvi er vardar hafsbotninn,
botnlog hans og hafid yfir honum, og
natturuaudlindir peirra;

b) ,,Bandarikin“ merkir Bandariki Nordur-
Ameriku og rikin sem mynda pau,
asamt District of Columbia. Hugtakid
tekur og til landhelgi Bandarikjanna
og hafsbotns og botnlaga nedansjav-
arsveda sem liggja nest landhelginni,
par sem Bandarikin hafa, samkvemt
pjodarétti, fullveldisréttindi. Hugtakid
tekur hins vegar ekki til Puertdo Riko,
Bandarisku Jomfraareyja, Gvam eda
neinna annarra yfirrada- eda landsvada
Bandarikjanna;

¢) ,,adili“ merkir mann, bu, fjarvorslusjod,
sameignarfélag, félag og sérhver dnnur
samtok adila;

d) ,.félag“ merkir sérhverja persénu ad
I6gum eda sérhverja adra einingu sem
telst persona ad 16gum ad pvi er skatta
vardar samkvemt 16gum bess rikis par
sem henni er komid & fot;

e) ,fyrirteeki“ neer til reksturs hvers konar
starfsemi;

f) ,.fyrirteki { samningsriki“ og ,,fyrirteki i
hinu samningsrikinu® merkja fyrirtaeki
sem er rekid af adila heimilisfostum i
samningsriki og fyrirtaeki sem er rekid
af adila heimilisféstum i hinu samn-
ingsrikinu, eftir pvi sem vid a;

g) ,,samningsriki“ og ,.hitt samningsrikio*
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ties of the Contracting States shall notify
each other of any significant changes that
have been made in their respective taxation
or other laws that significantly affect their
obligations under this Convention.

ARTICLE 3
General Definitions
For the purposes of this Convention, unless
the context otherwise requires:

a) the term “Iceland” means Iceland and,
when used in a geographical sense,
means the territory of Iceland, includ-
ing its territorial sea, and any area
beyond the territorial sea within which
Iceland, in accordance with interna-
tional law, exercises jurisdiction or sov-
ereign rights with respect to the sea bed,
its subsoil and its superjacent waters,
and their natural resources;

b) the term “United States” means the
United States of America, and includes
the states thereof and the District of
Columbia; such term also includes the
territorial sea thereof and the sea bed
and subsoil of the submarine areas
adjacent to that territorial sea, over
which the United States exercises sover-
eign rights in accordance with interna-
tional law; the term, however, does not
include Puerto Rico, the Virgin Islands,
Guam or any other United States pos-
session or territory;

¢) the term “person” includes an individ-
ual, an estate, a trust, a partnership, a
company and any other body of per-
sons;

d) the term “company” means any body
corporate or any entity that is treated
as a body corporate for tax purposes
according to the laws of the state in
which it is organized,

e) the term “enterprise” applies to the car-
rying on of any business;

f) the terms “enterprise of a Contracting
State” and “enterprise of the other
Contracting State” mean respectively
an enterprise carried on by a resident of
a Contracting State and an enterprise
carried on by a resident of the other
Contracting State;

g) the terms “a Contracting State” and
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merkja Island eda Bandarikin eftir pvi
sem samhengid gefur til kynna;

h) flutningar & alpjoédaleidum®™ merkir
flutninga med skipi eda loftfari, nema
skipid eda loftfarid sé eingdéngu notad
milli stada i samningsriki;

i) ,,bert stjérnvald* merkir:

(i) 4 Islandi: fjarmalaradherra eda full-
tria hans; og

(1) i Bandarikjunum: fjarmalaradherra
eda fulltrua hans;

j) »rikisborgari“ merkir:
(1) hvern pann mann sem & rikisfang i
samningsriki; og

(i) sérhvern 16gadila, sameignarfélag
eda samtok sem byggja réttarstodu
sina sem slik 4 gildandi 16gum samn-
ingsrikis;

k) ,starfsemi“ felur i sér sérfreedipjonustu
og adra sjalfsteda starfsemi;

) ,lifeyriskerfi“ merkir skipulag, kerfi,
sj60, fjarvorslusjod eda adra skipan
sem er komid & i samningsriki og

(1) er almennt undanpegin tekjuskatti i
pvi riki; og
(ii) er rekin adallega til pess ad hafa
umsjon med eda sja fyrir lifeyri eda
eftirlaunum eda afla tekna i pagu
pess konar skipanar, einnar eda
fleiri.
. Vid framkvemd samningsrikis a4 akvaedum
pessa samnings 4 hverjum tima skulu o611
hugtok sem ekki eru skilgreind i samningn-
um, nema annad leidi af samhenginu eda
ber stjornvold koma sér saman um sameig-
inlega merkingu samkvemt akvedum 24.
gr. (Framkvemd gagnkvems samkomu-
lags), hafa somu merkingu og pau hafa a
peim tima samkvemt 16gum vidkomandi
rikis ad pvi er vardar pa skatta sem samn-
ingurinn tekur til. SG merking sem hugtak-
10 hefur samkvaemt videigandi skattalogum
pess rikis, skal ganga framar peirri merk-
ingu sem hugtakid hefur samkvaemt 60rum
16gum pess rikis.
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“the other Contracting State” mean
Iceland or the United States as the con-
text requires;

h) the term “international traffic” means
any transport by a ship or aircraft,
except when such transport is solely
between places in a Contracting State;

i) the term “competent authority”
means:

(1) in the case of Iceland: the Minister
of Finance or his authorized repre-
sentative; and

(ii) in the case of the United States: the
Secretary of the Treasury or his del-
egate;

j) the term “national” means:

(i) anyindividual possessing the nation-
ality or citizenship of a Contracting
State;

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

k) the term “business” includes the per-
formance of professional services and
of other activities of an independent
character;

l) the term “pension scheme” means
any plan, scheme, fund, trust or
other arrangement established in a
Contracting State that:

(1) is generally exempt from income
taxation in that State; and

(i1) operates principally to administer or
provide pension or retirement bene-
fits or to earn income for the benefit
of one or more such arrangements.

. Asregardstheapplication of the Convention

at any time by a Contracting State any
term not defined therein shall, unless the
context otherwise requires, or the compe-
tent authorities agree to a common mean-
ing pursuant to the provisions of Article 24
(Mutual Agreement Procedure), have the
meaning that it has at that time under the
law of that State for the purposes of the
taxes to which the Convention applies, any
meaning under the applicable tax laws of
that State prevailing over a meaning given
to the term under other laws of that State.
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4. gr.
) Heimilisfastur adili.
1. I samningi pessum merkir hugtakid ,,adili

heimilisfastur i samningsriki“ sérhvern
pann adila sem samkvemt 16gum pess
rikis er skattskyldur par vegna busetu,
heimilisfesti, rikisfangs, adseturs stjornar,
adseturs stofnunar eda af 60rum svipudum
astedum, og felur einnig i sér pad riki og
sjalfsstjornarhérud eda sveitarstjornir pess.
Hugtakid felur pé ekki i sér neinn pann
adila sem eingdngu er skattskyldur i pessu
riki af tekjum sem eiga uppruna sinn i pvi
riki eda af eignum sem par eru stadsettar
eda af hagnadi sem rekja ma til fastrar
atvinnustodvar i pvi riki.

i hugtakinu ,,adili heimilisfastur i samn-

ingsriki® felst:

a) lifeyriskerfi;

b) skipulag, kerfi, sj6dur, fjarvorslusjodur,
félag eda onnur skipan sem er komid a
i samningsriki og er einvordungu starf-
rekt i pvi skyni ad hafa umsjon med
eda tryggja kjor starfsmanna og sem,
vegna edlis sins sem sliks, er undanpeg-
in tekjuskatti i pvi riki; og

¢) stofnun sem eingéngu pjonar mark-
midum a vettvangi trumala, godgerda-
starfsemi, visinda, lista, menningar eda
menntunar og er heimilisfastur adili i
samningsriki samkvemt 16gum Dess,
pratt fyrir ad tekjur hans eda hagnadur,
allur eda ad hluta, kunni ad vera und-
anpeginn skatti samkvaemt landslégum
pess rikis.

Pegar madur telst heimilisfastur i badum

samningsrikjunum skv. 1. mgr. skal akvarda

stodu hans med eftirfarandi hetti:

a) madur telst einungis heimilisfastur i
pvi riki par sem hann & fast heimili;
eigi madur fast heimili i badum rikj-
unum telst hann einungis heimilisfastur
i pvi riki sem hann er nanar tengdur
personulega og fjarhagslega (midst6d
persénuhagsmuna);

b) ef ekki er unnt ad akvarda i hvoru rik-
inu madur hefur midst6d personuhags-
muna sinna, eda ef hann 4 fast heimili
i hvorugu rikinu, telst hann einungis
heimilisfastur i pvi riki par sem hann
dvelst ad jafnadi;

17. desember 2008

ARTICLE 4
Resident

For the purposes of this Convention, the
term “resident of a Contracting State”
means any person who, under the laws of
that State, is liable to tax therein by reason
of his domicile, residence, citizenship, place
of management, place of incorporation or
any other criterion of a similar nature, and
also includes that State and any political
subdivision or local authority thereof. This
term, however, does not include any person
who is liable to tax in that State in respect
only of income from sources in that State
or capital situated therein or of profits
attributable to a permanent establishment
in that State.

. The term “resident of a Contracting State”

includes:

a) a pension scheme;

b) a plan, scheme, fund, trust, company
or other arrangement established in a
Contracting State that is operated exclu-
sively to administer or provide employee
benefits and that, by reason of its nature
as such, is generally exempt from income
taxation in that State; and

¢) an organization that is established
exclusively for religious, charitable,
scientific, artistic, cultural, or educa-
tional purposes and that is a resident
of a Contracting State according to its
laws, notwithstanding that all or part
of its income or gains may be exempt
from tax under the domestic law of that
State.

. Where by reason of the provisions of para-

graph 1 an individual is a resident of both

Contracting States, then his status shall be

determined as follows:

a) he shall be deemed to be a resident only
of the State in which he has a perma-
nent home available to him; if he has
a permanent home available to him in
both States, he shall be deemed to be a
resident only of the State with which
his personal and economic relations are
closer (center of vital interests);

b) if the State in which he has his center of
vital interests cannot be determined, or
if he has not a permanent home avail-
able to him in either State, he shall be
deemed to be a resident only of the State
in which he has an habitual abode;
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c) ef madur dvelst ad jafnadii badum rikj-
unum eda i hvorugu peirra telst hann
einungis heimilisfastur i pvi riki par sem
hann & rikisfang;

d) ef madur a rikisfang i badum rikjunum
eda i hvorugu bpeirra skulu ber stjorn-
vold i samningsrikjunum leysa malid
med gagnkvaemu samkomulagi.

. Pbegar adili annar en madur telst heim-
ilisfastur i badum samningsrikjunum skv.
1. og 2. mgr. pessarar greinar skulu beer
stjornvold i samningsrikjunum leitast vid ad
leysa malid med gagnkvemu samkomulagi
og akvarda med hvada hatti samningnum
verdur beitt um slikan adila. Komist bar
stjornvold ekki ad samkomulagi ber adilan-
um ekki réttur til pess ad krefjast nokkurs
avinnings sem er veittur samkvaemt samn-
ingi pessum, ad peim undanskildum sem
er veittur skv. 23. gr. (Bann vid mismunun)
og 24. gr. (Framkvemd gagnkvems sam-
komulags).

5. gr.
Fost atvinnustdo.
. I samningi pessum merkir hugtakid ,,fost
atvinnustod“ fasta starfsstdd par sem starf-
semi fyrirtaekis fer ad nokkru eda ollu leyti
fram.

. Hugtakid ,,fost atvinnust6d“ tekur einkum

til:

a) adseturs framkvemdastjornar;

b) utibus;

c) skrifstofu;

d) verksmidju;

e) verkstedis; og

f) namu, oliu- eda gaslindar, grjétnamu
eda annars stadar par sem natturuaud-
lindir eru nyttar.

. Byggingarsvaedi eda byggingar- eda upp-

setningarframkvemd, eda uppsetning-

ar- eda borunarbunadur eda skip sem er

notad til ad kanna natturuaudlindir, telst

pvi adeins fost atvinnust6d ad hun standi

yfir eda starfsemin sé rekin lengur en tolf

manudi.

. bratt fyrir framangreind akvadi pessarar

greinar tekur hugtakid ,,fost atvinnustoo®

ekki til:

a) nytingar adstodu sem einskordud er
vid geymslu, syningu eda afhendingu
4 vorum eda varningi i eigu fyrirtek-
isins;

4,
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¢) if he has an habitual abode in both
States or in neither of them, he shall
be deemed to be a resident only of the
State of which he is a national;

d) if he is a national of both States or of
neither of them, the competent authori-
ties of the Contracting States shall set-
tle the question by mutual agreement.

Where by reason of the provisions of

paragraphs 1 and 2 of this Article a per-

son other than an individual is a resident
of both Contracting States, the competent
authorities of the Contracting States shall
endeavor to determine by mutual agreement
the mode of application of this Convention
to that person. If the competent authori-
ties do not reach such an agreement,
that person shall not be entitled to claim
any benefit provided by this Convention,
except those provided by Article 23 (Non-
Discrimination) and Article 24 (Mutual
Agreement Procedure).

ARTICLE 5
Permanent Establishment

For the purposes of this Convention, the
term “permanent establishment” means a
fixed place of business through which the
business of an enterprise is wholly or partly
carried on.
The term “permanent
includes especially:
a) a place of management;
b) a branch;
¢) an office;
d) a factory;
e) a workshop; and
f) a mine, an oil or gas well, a quarry or

any other place of extraction of natural

resources.
A building site or construction or instal-
lation project, or an installation or drill-
ing rig or ship used for the exploration of
natural resources constitutes a permanent
establishment only if it lasts or the activity
continues for more than twelve months.

2

establishment

Notwithstanding the preceding provisions

of this Article, the term “permanent estab-

lishment” shall be deemed not to include:

a) the use of facilities solely for the pur-
pose of storage, display or delivery of
goods or merchandise belonging to the
enterprise;
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b) birgdahalds & vorum eda varningi i eigu
fyrirteekisins sem eingdngu er @tladur
til geymslu, syningar eda athendingar;

¢) birgdahalds & vorum eda varningi i eigu
fyrirteekisins sem eingdngu er @tladur
til vinnslu hja 60ru fyrirtaeki;

d) fastrar starfsstodvar sem eingdngu er
notud i sambandi vid kaup a vorum
eda varningi eda 6flun upplysinga fyrir
fyrirtekid;

e) fastrar starfsstodvar sem eingdngu er
notud til ad annast sérhverja adra und-
irbiinings- eda stodstarfsemi fyrir fyr-
irtekio;

f) fastrar starfsstodvar, sem nytt er ein-
gongu til ad reka hvers konar starf-
semi sem samsett er ur pattum sem
falla undir a- til e-1id, enda felist 611 sa
starfsemi sem fram fer i pessari fostu
starfsstod vegna pessarar samsetningar
i undirbunings- eda stodstarfsemi.

Ef adili, sem er ekki 6hadur umbodsadili

skv. 6. mgr., hefur 4 hendi starfsemi fyrir

fyrirteeki og hefur heimild i samningsriki til
ad gera samninga fyrir fyrirtekid og beitir
pessari heimild ad jafnadi, telst fyrirtaeki
petta, pratt fyrir akvedi 1. og 2. mgr., hafa
fasta atvinnust6d i pvi riki ad pvi er varo-
ar hvers konar starfsemi sem adilinn hefur
med hondum fyrir fyrirtekid. betta a pd
ekki vid ef starfsemi pessa adila er tak-

morkud vid pa starfsemi sem um raedir i 4.

mgr. og sem myndi ekki, pott innt veri af

hendi fra fastri starfsst6d, gera pessa fostu
starfsstod ad fastri atvinnustdd samkvamt
akvaedum beirrar malsgreinar.

Fyrirtaeki telst ekki hafa fasta atvinnustdd
i samningsriki eingdngu vegna pess ad pad
hefur med hondum starfsemi i pvi riki fyrir
milligdbngu midlara, umbodsmanns eda
annars 6hads umbodsadila, svo framarlega
sem bessir adilar koma fram innan marka
venjulegs atvinnurekstrar peirra sem 6hao-
ir umbodsadilar.

. bott félag, sem er heimilisfast i samnings-
riki, stjorni eda sé stjornad af félagi, sem er
heimilisfast { hinu samningsrikinu eda hefur
med hondum starfsemi i hinu rikinu (ann-
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b) the maintenance of a stock of goods
or merchandise belonging to the enter-
prise solely for the purpose of storage,
display or delivery;

¢) the maintenance of a stock of goods or
merchandise 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 pur-
chasing goods or merchandise, or of
collecting information for the enter-
prise;

e) the maintenance of a fixed place of
business solely for the purpose of car-
rying on, for the enterprise, any other
activity of a preparatory or auxiliary
character;

f) the maintenance of a fixed place of
business solely for any combination of
activities mentioned in subparagraphs
a) to e), provided that the overall activ-
ity of the fixed place of business result-
ing from this combination is of a pre-
paratory or auxiliary character.

. Notwithstanding the provisions of para-

graphs 1 and 2, where a person -- other than
an agent of an independent status to whom
paragraph 6 applies -- is acting on behalf
of an enterprise and has, and habitually
exercises, in a Contracting State an author-
ity to conclude contracts in the name of the
enterprise, that enterprise shall be deemed
to have a permanent establishment in that
State in respect of any activities which that
person undertakes 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 busi-
ness a permanent establishment under the
provisions of that paragraph.

. An enterprise shall not be deemed to have a

permanent establishment in a Contracting
State merely because it carries on business
in that State through a broker, general
commission agent or any other agent of
an independent status, provided that such
persons are acting in the ordinary course
of their business as independent agents.

. The fact that a company which is a resident

of a Contracting State controls or is con-
trolled by a company which is a resident of
the other Contracting State, or which car-
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adhvort fra fastri atvinnustod eda a annan
hatt) leidir pad ekki til pess ad annad hvort
pessara félaga sé fost atvinnustdd hins.

6. gr.
Tekjur af fasteign.

. Tekjur sem adili heimilisfastur i samnings-
riki hefur af fasteign sem stadsett er i hinu
samningsrikinu, par med taldar tekjur af
landbunadi eda skogarnytjum, ma skatt-
leggja i sidarnefnda rikinu.

. Hugtakid ,fasteign“ skal hafa pa merk-
ingu sem bad hefur samkvemt 16gum
pess samningsrikis par sem fasteignin er. I
Ollum tilvikum felur hugtakid i sér fylgifé
med fasteign, ahofn og teki, sem notud
eru i landbuiinadi og vid skégarnytjar, rétt-
indi vardandi landeignir samkvaemt reglum
einkamalaréttar, afnotarétt af fasteign og
rétt til breytilegrar eda fastrar poknunar
sem endurgjald fyrir hagnytingu & eda rétt
til hagnytingar & nAmum, lindum og 60rum
natturuaudlindum. Skip, batar og loftfor
teljast ekki til fasteigna.

. Akvadi 1. mgr. gilda um tekjur af beinni
hagnytingu, leigu eda hvers konar 60rum
afnotum fasteignar.

. Akvadi 1. og 3. mgr. gilda einnig um tekjur
af fasteign i eigu fyrirtekis.

7. gr.
Hagnadur af atvinnurekstri.
. Hagnadur fyrirtekis i samningsriki skal ein-
ungis skattlagdur 1 pvi riki nema fyrirtaek-
10 hafi med héondum atvinnurekstur i hinu
samningsrikinu fra fastri atvinnust6d par.
Ef fyrirtekid hefur slikan atvinnurekstur
med hondum ma skattleggja hagnad pess
i sidarnefnda rikinu en pé einungis ad pvi
marki sem rekja ma hagnadinn til nefndrar
fastrar atvinnustdovar.

. begar fyrirteki i samningsriki hefur med
hondum atvinnurekstur i hinu samnings-
rikinu fra fastri atvinnustdd par skal hvort

1.
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ries on business in that other State (whether
through a permanent establishment or oth-
erwise), shall not constitute either company
a permanent establishment of the other.

ARTICLE 6

Income from Immovable Property (Real
Property)

Income derived by a resident of a
Contracting State from immovable prop-
erty (real property), including income from
agriculture or forestry, situated in the other
Contracting State may be taxed in that
other State.
The term “immovable property (real prop-
erty)” shall have the meaning which it has
under the law of the Contracting State in
which the property in question is situated.
The term shall in any case include prop-
erty accessory to immovable property (real
property), livestock and equipment used
in agriculture and forestry, rights to which
the provisions of general law respecting
landed property apply, usufruct of immov-
able property (real property) and rights to
variable or fixed payments as consideration
for the working of, or the right to work,
mineral deposits, sources and other natu-
ral resources; ships, boats and aircraft shall
not be regarded as immovable property
(real property).
The provisions of paragraph 1 shall apply
to income derived from the direct use, let-
ting or use in any other form of immovable
property (real property).
The provisions of paragraphs 1 and 3 shall
also apply to the income from immovable
property (real property) of an enterprise.

ARTICLE 7
Business Profits

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 per-
manent establishment situated therein. If
the enterprise carries on business as afore-
said, the profits of the enterprise may be
taxed in the other State but only so much
of them as is attributable to that perma-
nent establishment.

Subject to the provisions of paragraph 3
of this Article, where an enterprise of a
Contracting State carries on business in the
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samningsriki um sig, nema annad leidi af
akvaedum 3. mgr. pessarar greinar, telja
fostu atvinnustodinni pann hagnad af
atvinnurekstrinum sem @tla ma ad komid
hefdi i hennar hlut ef hun veri sérstakt og
sjalfsteett fyrirtaeki sem hefoi med hondum
sams konar eda svipadan atvinnurekstur
vid somu eda svipadar adstedur og kemi
ad ollu leyti sjalfstett fram i skiptum vid
pad fyrirteki sem hun er fost atvinnust6d
fyrir. Hagnadur sa af atvinnurekstri sem
telja skal fostu atvinnustodinni skal ein-
vordungu vera hagnadur af peim eignum
sem eru notadar, ahattu sem er tekin og
starfsemi sem fer fram i féstu atvinnust60-
inni.

. Vid akvoroun hagnadar fastrar atvinnu-
stodvar skal leyfa sem fradratt utgjold sem
stofnad er til af halfu féstu atvinnustodv-
arinnar, par med talinn kostnad vid fram-
kvaemdastjorn og almenna stjornun, hvort
heldur kostnadurinn er til ordinn i pvi riki
par sem fasta atvinnustddin er eda annars
stadar.

Engan hagnad skal telja fastri atvinnustdd
eingdngu vegna kaupa hennar 4 vorum eda
varningi fyrir fyrirtaekid.

. Vid beitingu akvada undanfarandi mals-
greina skal hagnadur, sem talinn er fastri
atvinnustod, akvardast eftir sdmu reglum
fra ari til ars, nema rik og fullnegjandi
astaeda sé til annars.

. begar hagnadur felur i sér tekjur, sem sér-
stok akvedi eru um 1 68rum greinum samn-
ings pessa, skulu akvadi pessarar greinar
ekki hafa ahrif a gildi peirra akvada.

. begar akvaedum bessarar greinar er beitt,
akvaedum 6. mgr. 10. gr. (Ardur), 3. mgr.
11. gr. (Vextir), 4. mgr. 12. gr. (P6knanir),
3. mgr. 13. gr. (S6luhagnadur af eignum)
og 2. mgr. 20. gr. (Adrar tekjur) eru allar
tekjur eda hagnadur, sem rekja ma til fastr-
ar atvinnustodvar medan hun er i rekstri,
skattlagbur i pvi samningsriki par sem
fasta atvinnust6din er stadsett, jafnvel pott
greidslum sé frestad par til fostu atvinnu-
stodinni er lokad.
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other Contracting State through a perma-
nent establishment situated therein, there
shall in each Contracting State be attrib-
uted to that permanent establishment the
business profits that 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 con-
ditions and dealing wholly independently
with the enterprise of which it is a per-
manent establishment. For this purpose,
the business profits to be attributed to the
permanent establishment shall include only
the profits derived from the assets used,
risks assumed and activities performed by
the permanent establishment.

In determining the profits of a permanent
establishment, there shall be allowed as
deductions expenses which are incurred
for the purposes of the permanent estab-
lishment, including executive and general
administrative expenses so incurred, wheth-
er in the State in which the permanent
establishment is situated or elsewhere.

. No profits shall be attributed to a perma-

nent establishment by reason of the mere
purchase by that permanent establishment
of goods or merchandise for the enter-
prise.

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

. Where profits include items of income

which are dealt with separately in other
Articles of this Convention, then the provi-
sions of those Articles shall not be affected
by the provisions of this Article.

In applying this Article, paragraph 6 of

. Article 10 (Dividends), paragraph 3 of

Article 11 (Interest), paragraph 4 of Article
12 (Royalties), paragraph 3 of Article
13 (Capital Gains) and paragraph 2 of
Article 20 (Other Income), any income or
gain attributable to a permanent establish-
ment during its existence is taxable in the
Contracting State where such permanent
establishment is situated even if the pay-
ments are deferred until such permanent
establishment has ceased to exist.
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8. gr.
Siglingar og loftferdir.
. Hagnadur fyrirtekis i samningsriki af
rekstri skipa eda loftfara i flutningum a
alpjodaleidum skal einungis skattlagdur i
pvi riki.
. Ad pvi er pessa grein vardar skal hagnadur
af rekstri skipa eda loftfara einnig taka
til langtimaleigu skipa eda loftfara eda
leigu peirra til einstakra ferda. Hann tekur
einnig til hagnadar af purrleigu skipa eda
loftfara ef leigutaki heldur slikum skipum
eda loftférum 1ti i flutningum & alpjoda-
leidum eda ef leigutekjur tengjast hagnadi
af rekstri skipa eda loftfara i flutningum
4 alpjodaleidum. Farid skal med hagnad,
sem fyrirteki hefur af flutningi eigna eda
farpega innanlands i hvoru samningsriki
sem er, sem hagnad af rekstri skipa eda
loftfara i flutningum a alpjodaleidum séu
fyrrnefndir flutningar innanlands lidur i
flutningum a alpjoédaleidum.

. Hagnadur fyrirtekis i samningsriki af pvi
ad nyta, vidhalda eda leigja gama (par
med taldir eftirvagnar, prammar og skyld-
ur tekjabunadur fyrir ggmaflutninga), sem
eru notadir i flutningum & alpjédaleidum,
skal einungis skattlagdur i pvi riki.

. Akvadi 1. og 3. mgr. skulu einnig eiga vid
um hagnad sem hlyst af patttoku i rekstr-
arsamvinnu (,,pool®), sameiginlegu fyrir-
teeki eda alpjodlegum rekstrarsamtokum.

9. gr.

Tengd fyrirteeki.

. begar:

a) fyrirteki i samningsriki tekur beinan
eda Obeinan patt i stjorn eda yfirradum
fyrirteekis i hinu samningsrikinu, eda
4, beint eda Obeint, hluta af fjarmagni
pess, eda

b) sému adilar taka beinan eda dbeinan
patt i stjorn eda yfirradum fyrirtaekis
i samningsriki, svo og fyrirtekis i hinu
samningsrikinu, eda eiga, beint eda
obeint, hluta af fjarmagni peirra,
og hlutadeigandi fyrirteeki semja eda
setja 1 60ru hvoru tilvikinu skilmala um
innbyrdis samband sitt &4 vidskipta- eda
fjarmalasvidinu, sem eru frabrugdnir
pvi sem veri ef fyrirtekin veru 6had
hvort 60ru, ma allur hagnadur, sem an

1.
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ARTICLE 8

Shipping and Air Transport
Profits of an enterprise of a Contracting
State from the operation of ships or air-
craft in international traffic shall be taxable
only in that State.
For the purposes of this Article, profits
from the operation of ships or aircraft
include profits derived from the rental of
ships or aircraft on a full (time or voyage)
basis. They also include profits from the
rental of ships or aircraft on a bareboat
basis if such ships or aircraft are operated
in international traffic by the lessee, or if
the rental income is incidental to profits
from the operation of ships or aircraft
in international traffic. Profits derived by
an enterprise from the inland transport
of property or passengers within either
Contracting State shall be treated as prof-
its from the operation of ships or aircraft
in international traffic if such transport is
undertaken as part of international traf-
fic.
Profits of an enterprise of a Contracting
State from the use, maintenance, or rental
of containers (including trailers, barges,
and related equipment for the transport
of containers) used in international traffic
shall be taxable only in that State.
The provisions of paragraphs 1 and 3 shall
also apply to profits from the participation
in a pool, a joint business or an interna-
tional operating agency.

ARTICLE 9
Associated Enterprises

1. Where:

a) an enterprise of a Contracting State
participates directly or indirectly in
the management, control or capital of
an enterprise of the other Contracting
State, or

b) the same persons participate directly
or indirectly in the management, con-
trol 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
imposed between the two enterprises in
their commercial or financial relations
which differ from those which would be
made between independent enterprises,
then any profits which would, but for



pessara skilmala hefdi runnid til ann-
ars fyrirtekisins, en rennur ekki til pess
vegna skilmalanna, teljast til hagnadar
pess fyrirtekis og skattleggjast sam-
kvaemt pvi.

2. Pbegar samningsriki telur til hagnadar fyr-

irtaeekis 1 pvi riki, og skattleggur samkvaemt
pvi hagnao fyrirteekis i hinu samningsrik-
inu, sem hefur verid skattlagdur i pvi riki,
og pad riki sampykkir ad hagnadurinn, sem
pbannig er innifalinn, sé hagnadur sem hefdi
runnid til fyrirtekisins i fyrrnefnda rikinu
ef skilmalarnir, sem samid var um milli fyr-
irtekjanna tveggja, hefou verid peir somu
og samid hefdi verid um milli 6hadra fyr-
irtekja, skal sidarnefnda rikid gera vio-
eigandi leidréttingu a fjarhaed pess skatts
sem lagdur er par 4 pennan hagnad. Vid
akvordun slikrar leidréttingar skal fullt til-
lit tekid til annarra dkvaeda samnings pessa
og skulu ber stjornvold samningsrikjanna
hafa samrad ef naudsyn krefur.

10. gr.

Arour.

. Ard, sem félag heimilisfast i samningsriki

greidir adila heimilisfostum i hinu samn-

ingsrikinu, ma skattleggja i sidarnefnda

rikinu.

. Slikan ard ma bé einnig skattleggja i pvi

samningsriki par sem félagid, sem greidir

ardinn, er heimilisfast og samkvemt 16gum

pess rikis. Sé raunverulegur eigandi ardsins

heimilisfastur i hinu samningsrikinu skal

skatturinn, sem pannig er a lagdur, eigi

vera herri en:

a) 5 af hundradi af vergri fjarhad ardsins
ef raunverulegi eigandinn er félag sem
4 beint a0 minnsta kosti 10 af hundr-
adi eignarhluti i félaginu sem greidir
ardinn,

b) 15 af hundradi af vergri fjarhad ardsins
i 6llum 60rum tilvikum.
bessi malsgrein skal engin ahrif hafa a
skattlagningu félagsins ad pvi er vardar
pann hagnad sem ardur er greiddur af.

. Akvadi a-lidar 2. mgr. gilda ekki er um
redir ard sem eftirlitsskylt fjarfesting-
arfélag (RIC) eda fasteignaumsyslufélag
(REIT) greidir. Akvadi b-lidar 2. mgr.
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those conditions, have accrued to one
of the enterprises, but, by reason of
those conditions, have not so accrued,
may be included in the profits of that
enterprise and taxed accordingly.

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 other Contracting State agrees that
the profits so included are profits which
would have accrued to the enterprise of
the first-mentioned State if the conditions
made between the two enterprises had
been those which would have been made
between independent enterprises, then
that other State shall make an appropri-
ate adjustment to the amount of the tax
charged therein on those profits. In deter-
mining such adjustment, due regard shall
be had to the other provisions of this
Convention and the competent authorities
of the Contracting States shall if necessary
consult each other.

ARTICLE 10
Dividends

. Dividends paid by a company which is a

resident of a Contracting State to a resi-
dent of the other Contracting State may be
taxed in that other State.

. However, such dividends may also be taxed

in the Contracting State of which the com-

pany paying the dividends is a resident and

according to the laws of that State, but if

the beneficial owner of the dividends is a

resident of the other Contracting State, the

tax so charged shall not exceed:

a) 5 per cent of the gross amount of the
dividends if the beneficial owner is a
company which holds directly at least
10 per cent of the share capital of the
company paying the dividends;

b) 15 per cent of the gross amount of the

dividends in all other cases.
This paragraph shall not affect the tax-
ation of the company in respect of the
profits out of which the dividends are
paid.

. Subparagraph a) of paragraph 2 shall not

apply in the case of dividends paid by a
Regulated Investment Company (RIC) or
a Real Estate Investment Trust (REIT). In
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gilda er um redir ard sem eftirlitsskylt
fjarfestingarfélag greidir. Akvadi b-lidar 2.
mgr. gilda heldur ekki ef um redir ard sem
fasteignaumsyslufélag greidir, nema:

a) raunverulegur eigandi ardsins s¢é madur
sem & hlut i fasteignaumsyslufélaginu
sem er 10 af hundradi eda minni;

b) ardurinn sé greiddur vegna flokks hluta-
bréfa sem stundud eru opinber vidskipti
med og raunverulegur eigandi ardsins
s¢ adili sem 4 hlut i einhverjum flokki
hlutabréfa i fasteignaumsyslufélaginu
sem er 5 af hundradi eda minni; eda

¢) raunverulegur eigandi ardsins sé adili
sem a hlut i fasteignaumsyslufélaginu,
sem er 10 af hundradi eda minni, og
fasteignaumsyslufélagio sé fjolpeatt.
Reglur pessarar malsgreinar gilda og
um ard sem félog, sem hafa heimilisfesti
4 Islandi og svipar til bandarisku félag-
anna er um getur i pessari malsgrein,
greida. Akvordun um hvort félogum
med heimilisfesti 4 [slandi svipi til peirra
bandarisku félaga er um getur i pessari
malsgrein skal tekin med gagnkvemu
samkomulagi barra stjornvalda.

. bratt fyrir akvaedi 2. eda 3. mgr. skal ekki
skattleggja ard i samningsrikinu par sem
félagid, sem greidir ardinn, hefur heim-
ilisfesti s¢ hinn raunverulegi eigandi ards-
ins heimilisfastur i hinu samningsrikinu
og falli undir a- eda b-lid 2. mgr. 4. gr.
(Heimilisfastur adili), ad pvi tilskildu ad
slikur ardur sé ekki af starfsemi sem lifeyr-
iskerfi eda stofnun, sem annast kjor starfs-
manna og par er getid, hafa med hondum
beint eda obeint.

. Hugtakid ,,ar0ur” merkir i pessari grein
tekjur af hlutabréfum eda 6drum réttind-
um, sem ekki eru skuldakrofur, er veita
rétt til hlutdeildar i hagnadi, svo og tekjur
sem farid er med vid skattlagningu &4 sama
hatt og tekjur af hlutabréfum samkvaemt
16ggjof pess rikis par sem greidandinn er
heimilisfastur.

. Akvadi 1.- 4. mgr. gilda ekki pegar raun-
verulegur eigandi ardsins er heimilisfastur
i samningsriki og hefur med héndum starf-
semi fra fastri atvinnustdd i hinu samnings-
rikinu par sem félagid, sem greidir ardinn, er
heimilisfast og hlutareignin, sem ardurinn
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the case of dividends paid by a RIC, sub-

paragraph b) of paragraph 2 shall apply.

In the case of dividends paid by a REIT,

subparagraph b) of paragraph 2 also shall

not apply unless:

a) the beneficial owner of the dividends is
an individual holding an interest of not
more than 10 percent in the REIT;

b) the dividends are paid with respect to
a class of stock that is publicly traded
and the beneficial owner of the divi-
dends is a person holding an interest of
not more than 5 percent of any class of
the REIT’s stock; or

c) the beneficial owner of the dividends

is a person holding an interest of not
more than 10 percent in the REIT and
the REIT is diversified.
The rules of this paragraph shall also
apply to dividends paid by companies
resident in Iceland that are similar to
the United States companies referred to
in this paragraph. Whether companies
that are residents of Iceland are similar
to the United States companies referred
to in this paragraph will be determined
by mutual agreement of the competent
authorities.

. Notwithstanding paragraphs 2 or 3, divi-

dends shall not be taxed in the Contracting
State of which the company paying the
dividends is a resident if the beneficial
owner of the dividends is resident in the
other Contracting State and is described
in subparagraph a) or b) of paragraph 2
of Article 4 (Resident), provided that such
dividends are not derived from the carrying
on of a business, directly or indirectly, by
such pension scheme or employee benefit
organization.

. For purposes of this Article, the term

“dividends” means income from shares or
other rights, not being debt-claims, partici-
pating in profits, as well as income that is
subjected to the same taxation treatment as
income from shares under the laws of the
State of which the payer is a resident.

. The provisions of paragraphs 1 through

4 shall not apply if the beneficial owner
of the dividends, 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,
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er greiddur af, er raunverulega bundin vid
slika fasta atvinnustdd. I pvi tilviki skulu
akveedi 7. gr. (Hagnadur af atvinnurekstri)
gilda.

Samningsriki getur ekki skattlagt ard sem
adili heimilisfastur i hinu rikinu greidir,
nema ad pvi leyti sem ardurinn er greidd-
ur adila heimilisféstum i fyrrnefnda rik-
inu, eda ardurinn er rekjanlegur til fastrar
atvinnustodvar, né heldur skattlagt out-
hlutadan hagnad hlutafélags, med peim
undantekningum sem kvedid er 4 um i 8.
mgr. betta gildir jafnt pott ardurinn sem
greiddur er eda oOuthlutadi hagnadurinn
sé, ad ollu eda nokkru leyti, hagnadur eda
tekjur sem myndast hafa i pvi riki.

. Félagi med heimilisfesti i 60ru rikinu og
fasta atvinnustod i hinu rikinu, eda sem er
skattskylt i hinu rikinu 4 hreinum grunni
ad pvi er vardar tekjur pess sem heimilt
er ad skattleggja i hinu rikinu skv. 6. gr.
(Tekjur af fasteign) eda skv. 1. mgr. 13. gr.
(Soluhagnadur af eignum), kann ad vera
skylt ad greida skatt i sidarnefnda rikinu til
vidbotar skottum sem heimilt er ad leggja
4 samkvaemt 60rum akvadum pessa samn-
ings. Heimilt er, samt sem adur, ad leggja
fyrrnefndan skatt einvordungu 4 pann
hluta af hagnadi af beirri starfsemi félags-
ins sem rekja ma til hinnar fostu atvinnu-
stodvar og pann hluta af peim tekjum er
um getur i malslidnum hér ad framan og
eru skattskyldar skv. 6. gr. eda 1. mgr. 13.
gr. sem, i tilviki Bandarikjanna, syna pa
fjarhed fyrrnefnds hagnadar eda tekna
sem er jafngild ardinum og, i tilviki {slands,
eru fjarhed sem samsvarar fjarhed sem er
jafngild ardinum.

. Alagdur skattur, er um getur i 8. mgr.,
skal ekki vera herri en sem nemur peirri
hundradstolu sem melt er fyrir um i a-1id
2. mgr.

11. gr.

Vextir.

. Vexti, sem myndast i samningsriki og eru
raunverulega i eigu adila, sem er heimilis-
fastur i hinu samningsrikinu, skal einungis
skattleggja i sidarnefnda rikinu.

. Hugtakid ,,vextir” merkir i pessari grein
tekjur af hvers konar skuldakréfum, hvort
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through a permanent establishment situ-
ated therein and the holding in respect of
which the dividends are paid is effectively
connected with such permanent establish-
ment. In such case the provisions of Article
7 (Business Profits) shall apply.

. A Contracting State may not impose any

tax on dividends paid by a resident of the
other State, except insofar as the dividends
are paid to a resident of the first-mentioned
State or the dividends are attributable to
a permanent establishment, nor may it
impose tax on a corporation’s undistribut-
ed profits, except as provided in paragraph
8, even if the dividends paid or the undis-
tributed profits consist wholly or partly of
profits or income arising in that State.

. A company that is a resident of one of the

States and that has a permanent establish-
ment in the other State or that is subject to
tax in the other State on a net basis on its
income that may be taxed in the other State
under Article 6 (Income from Immovable
Property (Real Property)) or under para-
graph 1 of Article 13 (Capital Gains) may
be subject in that other State to a tax in
addition to the tax allowable under the
other provisions of this Convention. Such
tax, however, may be imposed on only the
portion of the business profits of the com-
pany attributable to the permanent estab-
lishment and the portion of the income
referred to in the preceding sentence that
is subject to tax under Article 6 or under
paragraph 1 of Article 13 that, in the case
of the United States, represents the divi-
dend equivalent amount of such profits or
income and, in the case of Iceland, is an
amount that is analogous to the dividend
equivalent amount.

. The tax referred to in paragraph 8 may not

be imposed at a rate in excess of the rate
specified in subparagraph 2 a).

ARTICLE 11
Interest

. Interest arising in a Contracting State and

beneficially owned by a resident of the
other Contracting State shall be taxable
only in that other State.

. The term “interest” as used in this Article

means income from debt-claims of every
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sem per eru tryggdar med vedi i fasteign
eda ekki og hvort sem peim fylgir réttur til
hlutdeildar i hagnadi skuldunautar eda ekki
og tekur hugtakio sérstaklega til tekna af
rikisverdbréfum og tekna af skuldabréfum
eda skuldavidurkenningum, par med talinn
gengismunur og vinningar tengdir slikum
verdbréfum, skuldabréfum eda skuldavid-
urkenningum, svo og annarra tekna sem
fa somu skattamedferd og tekjur af pen-
ingalinum samkvemt skattaloggjof pess
samningsrikis par sem tekjurnar myndast.
Tekjur sem er fjallad um i 10. gr. (Ardur) og
drattarvextir og kostnadur vegna greidslu-
drattar teljast ekki vextir ad pvi er vardar
pessa grein.

. Akvadi 1. mgr. gilda ekki pegar raunveru-
legur eigandi vaxtanna er heimilisfastur i
samningsriki og hefur med hondum starf-
semi fra fastri atvinnustdd i hinu samn-
ingsrikinu par sem vextirnir myndast og
skuldakrafan, sem vextirnir eru greiddir
af, er raunverulega bundin vid slika fasta
atvinnust6d. I pvi tilviki skulu akvaedi 7.
gr. (Hagnadur af atvinnurekstri) gilda.

. Pbegar vaxtafjarhadin er herri, midad vid
pa skuldakrofu sem hun er greidd af, vegna
sérstaks sambands milli greidanda og raun-
verulegs eiganda eda milli peirra beggja og
pridja adila, en vaxtafjarhadin, sem greid-
andi og raunverulegur eigandi hefdu samid
um ef petta sérstaka samband hef6i ekki
verid fyrir hendi, skulu akvedi pessarar
greinar einungis gilda um sidarnefndu fjar-
hadina.

begar pannig stendur a skal fjarhdin, sem
umfram er, afram skattlogd samkvaemt
16gum hvors samningsrikis um sig ad teknu
videigandi tilliti til annarra akvaeda samn-
ings pessa.

. bratt fyrir akvaedi 1. mgr.:

a) er einnig heimilt ad skattleggja vexti
sem adili heimilisfastur i samningsriki
greidir og eru akvardadir med hlidsjon
af inngreidslum, sélu, tekjum, hagnadi
eda annars konar sjodstreymi skuld-
arans eda tengds adila, med hlidsjon
af breytingum 4 verdmeti eigna skuld-
arans eda tengds adila eda af ardi,
uthlutun sameignarfélags eda svipadri
greidslu sem skuldarinn innir af hendi
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kind, whether or not secured by mortgage
and whether or not carrying a right to par-
ticipate in the debtor’s profits, and in par-
ticular, income from government securities
and income from bonds or debentures,
including premiums and prizes attaching to
such securities, bonds or debentures, and all
other income that is subjected to the same
taxation treatment as income from money
lent by the taxation law of the Contracting
State in which the income arises. Income
dealt with in Article 10 (Dividends) and
penalty charges for late payment shall not
be regarded as interest for the purpose of
this Article.

. The provisions of paragraph 1 shall not

apply if the beneficial owner of the inter-
est, 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
and the debt-claim in respect of which the
interest is paid is effectively connected with
such permanent establishment. In such
case the provisions of Article 7 (Business
Profits) shall apply.

. 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 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 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 pay-
ments shall remain taxable according to the
laws of each Contracting State, due regard
being had to the other provisions of this
Convention.

. Notwithstanding the provisions of para-

graph 1:

a) interest paid by a resident of a
Contracting State and that is deter-
mined with reference to receipts, sales,
income, profits or other cash flow of
the debtor or a related person, to any
change in the value of any property
of the debtor or a related person or to
any dividend, partnership distribution
or similar payment made by the debtor
to a related person also may be taxed in



til tengds adila, i pvi samningsriki, par
sem beir myndast, og samkvaemt l6gum
pess rikis, en sé raunverulegur eigandi
heimilisfastur i hinu samningsrikinu er
oheimilt ad skattleggja verga fjarhad
vaxtanna med herri hundradstdlu en
peirri sem melt er fyrir um i b-1id 2.
mgr. 10. gr. (Ardur); og

b) er hvoru riki um sig heimilt ad skatt-
leggja eignaaukningu vegna vaxta
umfram reglulega vexti af skuldabréfum
i fasteignatryggdum fjarfestingasjodum
samkvaemt landslogum sinum.

12. gr.

boknanir.

. boknanir, sem myndast i samningsriki og

eru raunverulega i eigu adila sem er heim-

ilisfastur i hinu samningsrikinu, ma ein-

ungis skattleggja i sidarnefnda rikinu.

. bratt fyrir akveedi 1. mgr. er einnig heimilt

ad skattleggja adurnefndar poknanir i pvi

samningsriki par sem par myndast ef par

eru endurgjald fyrir afnot eda rétt til afnota

af

a) vorumerki og hvers konar upplysingum
um reynslu 4 svidi idnadar, vidskipta eda
visinda sem eru latin i té i tengslum vid
leigu- eda sérleyfissamning sem tekur til
réttar til pess ad nota vorumerki, eda

b) kvikmynd eda verki a filmu eda mynd-
bandi eda sem fjolfoldud eru med
60rum hetti til notkunar i tengslum vid
sjonvarp,
en skattur, sem pannig er lagdur a, skal
ekki vera yfir 5 hundradshlutum af
vergri fjarhed peirra pdknana er um
redir.

Hugtakid ,,poknanir® merkir i pessari
grein hvers konar greidslur sem tekid er
vid sem endurgjaldi fyrir afnot eda rétt
til afnota af hvers konar hofundarrétti a
verkum 4 svidi bokmennta, lista eda vis-
inda eda 60rum verkum (par med téldum
tolvuhugbuinadi og kvikmyndum), hvers
konar einkaleyfum, vorumerkjum, mynstri
eda likani, aztlun, leynilegri formulu eda
framleidsluadferd, eda fyrir upplysingar
um reynslu 4 svidi idnadar, vidskipta eda
visinda.

. Akvadi 1., 2. og 3. mgr. gilda ekki pegar

raunverulegur eigandi pdéknananna er

heimilisfastur i samningsriki og hefur med
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the Contracting State in which it arises,
and according to the laws of that State,
but if the beneficial owner is a resident
of the other Contracting State, the gross
amount of the interest may be taxed at
a rate not exceeding the rate prescribed
in subparagraph b) of paragraph 2 of
Article 10 (Dividends); and

b) interest that is an excess inclusion with
respect to a residual interest in a real
estate mortgage investment conduit
may be taxed by each State in accor-
dance with its domestic law.

ARTICLE 12
Royalties
Royalties arising in a Contracting State
and beneficially owned by a resident of the
other Contracting State may be taxed only
in that other State.

. Notwithstanding the provisions of para-

graph 1, such royalties may also be taxed

in the Contracting State in which they arise

if they constitute consideration for the use

of, or the right to use

a) a trademark and any information con-
cerning industrial, commercial or scien-
tific experience provided in connection
with a rental or franchise agreement
that includes rights to use a trademark,
or

b) a motion picture film or work on film
or videotape or other means of repro-
duction for use in connection with tele-
vision,
however the tax so charged shall not
exceed 5 percent of the gross amount
of the royalties.

. The term “royalties” as used in this Article

means payments of any kind received as a
consideration for the use of, or the right to
use, any copyright of literary, artistic, sci-
entific or other work (including computer
software, and cinematographic films), any
patent, trade mark, design or model, plan,
secret formula or process, or for informa-
tion concerning industrial, commercial or
scientific experience.

. The provisions of paragraphs 1, 2 and 3

shall not apply if the beneficial owner of the
royalties, being a resident of a Contracting
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hondum starfsemi fra fastri atvinnustod i
hinu samningsrikinu par sem poknanirnar
myndast og réttindin eda eignin, sem gefur
af sér poknanirnar, er raunverulega bund-
in vid slika fasta atvinnustd. I pvi tilviki
skulu akvedi 7. gr. (Hagnadur af atvinnu-
rekstri) gilda.

. I pessari grein:

a) skulu pdknanir taldar myndast i samn-
ingsriki pegar greidandinn er heim-
ilisfastur i pvi riki. Ef sa adili sem
poknanirnar greidir, hvort sem hann er
heimilisfastur i samningsriki eda ekki,
hefur fasta atvinnustod i riki og skyldan
til ad greida poknanirnar er tengd hinni
fostu atvinnustd, og poknanirnar eru
gjaldferdar hja hinni féstu atvinnustdo,
skulu per po taldar myndast i pvi riki
par sem hin fasta atvinnust6d er stad-
sett en ekki i 68ru riki par sem greid-
andinn er heimilisfastur;

b) ef ekki er haegt ad leida pad af a-1id ad
poknanirnar hafi myndast i 68ru hvoru
samningsrikinu og séu per greiddar
fyrir afnot eda rétt til afnota, i 60ru
samningsrikinu, af sérhverri eign eda
rétti, sem er lyst i 3. mgr., skulu pokn-
anirnar taldar myndast i pvi riki.

. Ef fjarh®d pdknananna er, midad vid pau
afnot, réttindi eda upplysingar sem par eru
greidsla fyrir vegna sérstaks sambands milli
greidanda og raunverulegs ciganda eda
milli peirra beggja og pridja adila, herri en
su fjarhad sem greidandi og raunverulegur
eigandi hefdu samid um ef petta sérstaka
samband hefoi ekki verid fyrir hendi skulu
akvaedi pessarar greinar einungis gilda
um sidarnefndu fjarhaedina. begar pann-
ig stendur a skal fjarhedin, sem umfram
er, vera afram skattlogd samkvemt 16gum
hvors samningsrikis um sig ad teknu til-
hlydilegu tilliti til annarra akveda pessa
samnings.

13. gr.
Soluhagnadur af eignum.
. Hagnad, sem adili heimilisfastur i samn-
ingsriki hlytur af solu fasteignar sem stad-
sett er i hinu samningsrikinu, ma skatt-
leggja i sidarnefnda rikinu.
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State, carries on business in the other
Contracting State in which the royalties
arise, through a permanent establishment
situated therein and the right or property
in respect of which the royalties are paid is
effectively connected with such permanent
establishment. In such case the provisions of

Article 7 (Business Profits) shall apply.

For the purposes of this Article,

a) Royalties shall be deemed to arise in a
Contracting State when the payer is a
resident of that State. Where, however,
the person paying the royalties, whether
he is a resident of a Contracting State
or not, has in a State a permanent
establishment in connection with which
the obligation to pay the royalties was
incurred, and such royalties are borne
by such permanent establishment, then
such royalties shall be deemed to arise in
the State in which the permanent estab-
lishment is situated and not in any other
State of which the payer is a resident;

b) Where subparagraph a) does not oper-
ate to treat royalties as arising in either
Contracting State, and the royalties are
for the use of, or the right to use, in one
of the Contracting States, any property
or right described in paragraph 3, the
royalties shall be deemed to arise in that
State.

. 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 Convention.

ARTICLE 13

Capital Gains
Gains derived by a resident of a Contracting
State from the alienation of immovable
property (real property) situated in the
other Contracting State may be taxed in
that other State.
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. I'pessari grein er merking hugtaksins ,,fast-
eign sem stadsett er i hinu samningsrikinu®
sem hér segir:

a) fasteign sem um getur i 6. gr. (Tekjur af
fasteign);

b) réttur til verdmata sem verda til vid rann-
soknir eda hagnytingu a hafsbotni og
botnlégum i pvi riki og natturuaudlinda
peirra, par med talinn réttur til hlutar i
eda agoda af slikum verdmatum;

c) ef rikid er Bandarikin, hlutur i fasteign
i Bandarikjunum; og

d) ef rikid er Island,

(1) hlutabréf, par med talinn réttur til
pess ad kaupa hlutabréf, onnur en
hlutabréf sem ganga kaupum og
s6lum i kauphollum, ef rekja ma
verdmeti peirra, ad ollu eda veru-
legu leyti, beint eda obeint, til fast-
eignar sem er stadsett a fslandi; og

(ii) hlutur i sameignarfélagi eda fjar-
vorslusjodi, ad pvi marki sem eign-
irnar i pvi félagi eda peim sjodi eru
fasteignir stadsettar 4 Islandi eda
hlutabréf er um getur 1 i-1id pessarar
malsgreinar.

. Hagnad, sem hlyst af s6lu lausafjar sem er
hluti atvinnurekstrareignar fastrar atvinnu-
stodvar sem fyrirteki i samningsriki hefur i
hinu samningsrikinu, ma skattleggja i sio-
arnefnda rikinu. Sama gildir um hagnao af
sOlu a slikri fastri atvinnustod (einni sér eda
asamt fyrirtaekinu i heild).

. Hagnad, sem fyrirtaeki i samningsriki hlytur
af solu skipa, loftfara eda gama sem not-
adir eru i flutningum & alpjodaleidum, eda
af fjarmunum einstaklinga sem tengjast
rekstri eda notkun slikra skipa, loftfara eda
gama, ma einungis skattleggja i pvi riki.

. Hagnadur, sem hlyst af s6lu annarra eigna
en getid er i undanfarandi malsgreinum,
skal einungis skattlagdur i pvi samnings-
riki par sem seljandinn er heimilisfastur.

. Akvadi 5. mgr. skulu ekki hafa ahrif 4 rétt
hvors samningsrikis um sig til ad skatt-
leggja, samkvaemt landslogum, hagnad sem
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. For the purposes of this Article the term

“immovable property (real property) situ-
ated in the other Contracting State” shall
include:

a) immovable property (real property)
referred to in Article 6 (Income from
Immovable Property (Real Property));

b) rights to assets to be produced by the
exploration or exploitation of the sea
bed and sub-soil of that other State and
their natural resources, including rights to
interests in or the benefit of such assets;

c) where that other State is the United
States, a United States real property
interest; and

d) where that other State is Iceland,

(1) shares, including rights to acquire
shares, other than shares in which
there is regular trading on a stock
exchange, deriving their value or the
greater part of their value directly or
indirectly from immovable property
(real property) situated in Iceland;
and

(ii) an interest in a partnership or trust
to the extent that the assets of
the partnership or trust consist of
immovable property (real property)
situated in Iceland, or of shares
referred to in clause 1) of this sub-
paragraph.

. Gains from the alienation of movable prop-

erty forming part of the business property
of a permanent establishment which an
enterprise of a Contracting State has in the
other Contracting State and gains from the
alienation of such a permanent establish-
ment (alone or with the whole enterprise)
may be taxed in that other State.

. Gains derived by an enterprise of a

Contracting State from the alienation of
ships, aircraft, or containers operated or
used in international traffic or personal
property pertaining to the operation or use
of such ships, aircraft, or containers shall
be taxable only in that State.

. Gains from the alienation of any property

other than that referred to in the preced-
ing paragraphs shall be taxable only in the
Contracting State of which the alienator is
a resident.

. The provisions of paragraph 5 shall not

affect the right of each of the Contracting
States to levy according to its own law a
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einstaklingur hlytur af sélu hlutabréfa eda
réttinda i félagi, par sem eignum er skipt ad
Ollu leyti eda ad hluta til i hluti, er telst vera
heimilisfast i pvi riki samkvaemt 16gum pess
rikis, enda s¢ einstaklingurinn heimilisfast-
ur { hinu samningsrikinu og hafi verid heim-
ilisfastur i fyrrnefnda rikinu & neastlionum
fimm arum fyrir s6lu hlutabréfanna eda
réttindanna.

14. gr.
Atvinnutekjur.

. Med peim undantekningum sem um redir

i 15. gr. (Stjérnarlaun), 17. gr. (Eftirlaun,
almannatryggingar og lifeyrisgreidslur) og
18. gr. (Opinber pjonusta) skulu laun og
annad svipad endurgjald, sem adili heim-
ilisfastur i samningsriki fer fyrir starf sitt,
einungis skattlogd 1 pvi riki, nema starfid
sé leyst af hendi i hinu samningsrikinu. Ef
starfid er leyst par af hendi ma skattleggja
endurgjaldid fyrir pad i sidarnefnda rik-
inu.

. bratt fyrir akvedi 1. mgr. skal endurgjald,
sem adili heimilisfastur i samningsriki fer
fyrir starf sem hann leysir af hendi i hinu
samningsrikinu, einungis skattlagt i fyrr-
nefnda rikinu ef:

a) vidtakandinn dvelur i hinu rikinu i eitt
eda fleiri skipti, p6 ekki lengur en 183
daga samtals 4 tolf manada timabili sem
hefst eda lykur 4 vidkomandi reiknings-
eda skattari, og

b) endurgjaldid er greitt af eda fyrir hond
vinnuveitanda sem er ekki heimilisfast-
ur i hinu rikinu, og

¢) endurgjaldid er ekki gjaldfeert hja fastri
atvinnustod sem vinnuveitandinn hefur
i hinu rikinu.

. bratt fyrir undanfarandi akvadi pessarar

greinar skal einungis skattleggja endurgjald

sem er lyst i 1. mgr. og adili heimilisfastur i

samningsriki hefur vegna starfs sem reglu-

legur ahafnarmedlimur skips eda loftfars
sem er notad i flutningum a alpjodaleidum,

i pvi riki.
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tax on gains from the alienation of shares
or rights in a company, the capital of which
is wholly or partly divided into shares and
which under the laws of that State is a resi-
dent of that State, derived by an individual
who is a resident of the other Contracting
State and has been a resident of the first-
mentioned State in the course of the last
five years preceding the alienation of the
shares or rights.

ARTICLE 14
Income from Employment

Subject to the provisions of Articles
15 (Directors’ Fees), 17 (Pensions,
Social Security, and Annuities), and 18
(Government Service), salaries, wages and
other similar remuneration derived by a
resident of a Contracting State in respect
of an employment shall be taxable only in
that State unless the employment is exer-
cised in the other Contracting State. If the
employment is so exercised, such remuner-
ation as is derived therefrom may be taxed
in that other State.

. Notwithstanding the provisions of para-

graph 1, remuneration derived by a resi-

dent 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 State
for a period or periods not exceeding in
the aggregate 183 days in any twelve-
month period commencing or ending in
the fiscal year or the taxable year con-
cerned, and

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

¢) the remuneration is not borne by a
permanent establishment which the
employer has in the other State.

. Notwithstanding the preceding provisions

of this Article, remuneration described in
paragraph 1 that is derived by a resident
of a Contracting State in respect of an
employment as a member of the regular
complement of a ship or aircraft operated
in international traffic shall be taxable only
in that State.



15. gr.
Stjornarlaun.

Stjornarlaun og adrar svipadar greidslur,
sem adili heimilisfastur i samningsriki fer fyrir
setu i stjorn félags sem er heimilisfast i hinu
samningsrikinu, ma skattleggja i sidarnefnda
rikinu.

16. gr.
Listamenn og iprottamenn.

1. Tekjur sem adili heimilisfastur i samn-
ingsriki aflar i hinu samningsrikinu med
storfum sinum sem skemmtikraftur, svo
sem leikari i leikhusi eda kvikmyndum,
listamadur i hljodvarpi eda sjonvarpi, eda
tonlistarmadur, eda sem iproéttamadur, pad
er tekjur sem myndu vera undanpegnar
skatti i sidarnefnda samningsrikinu sam-
kvemt akvedum 7. gr. (Hagnadur af
atvinnurekstri) og 14. gr. (Atvinnutekjur),
ma skattleggja 1 sidarnefnda rikinu, enda
fari bruttotekjur fyrrnefnds skemmtikrafts
eda iprottamanns, par med talin utgjold
endurgreidd honum eda sem hann ber sjalf-
ur vegna adurnefndra starfa, ekki yfir tutt-
ugu pusund Bandarikjadali (USD 20.000)
eda jafngildi peirrar fjarhedar i islenskum
kronum 4 vidkomandi skattari.

2. Ef tekjur af starfi, sem skemmtikraftur eda
ipréttamadur leysir af hendi sem slikur,
renna ekki til skemmtikraftsins eda iprotta-
mannsins sjalfs heldur til annars adila ma,
pratt fyrir akvaedi 7. gr. (Hagnadur af
atvinnurekstri), skattleggja tekjurnar i pvi
samningsriki par sem starf skemmtikrafts-
ins eda ipréttamannsins er leyst af hendi,
nema fyrrnefndur annar adili syni fram a
ad hvorki skemmtikrafturinn eda iprotta-
madurinn né adilar sem tengjast honum
eigi med nokkrum hetti hlutdeild i hagnadi
fyrrnefnds annars adila, beint eda Obeint,
par med talin vidtaka fyrirfram innheimts
endurgjalds, agdédahlutdeildar, gjalda, ards,
uthlutana sameignarfélags eda annarra
uthlutana.

17. gr.
Eftirlaun, almannatryggingar og lifeyr-
isgreidslur.

1. Med peim undantekningum sem um raedir
i 2. mgr. 18. gr. (Opinber pjonusta) skulu
eftirlaun og annad svipad endurgjald, sem
greidd eru adila heimilisféstum i samnings-
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ARTICLE 15
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
directors of a company which is a resident of
the other Contracting State may be taxed in
that other State.

ARTICLE 16
Artistes and Sportsmen

1. Income derived by a resident of a
Contracting State as an entertainer, such
as a theater, motion picture, radio, or tele-
vision artiste, or a musician, or as a sports-
man, from his personal activities as such
exercised in the other Contracting State,
which income would be exempt from tax
in that other Contracting State under the
provisions of Articles 7 (Business Profits)
and 14 (Income from Employment) may
be taxed in that other State, except where
the amount of the gross receipts derived
by such entertainer or sportsman, includ-
ing expenses reimbursed to him, or borne
on his behalf, from such activities does not
exceed twenty thousand United States dol-
lars ($20,000) or its equivalent in Icelandic
kronur for the taxable year concerned.

2. Where income in respect of activities exer-
cised by an entertainer or a sportsman in his
capacity as such accrues not to the enter-
tainer or sportsman himself but to another
person, that income, notwithstanding the
provisions of Article 7 (Business Profits),
may be taxed in the Contracting State in
which the activities of the entertainer or
sportsman are exercised, unless such other
person establishes that neither the enter-
tainer or sportsman nor persons related
thereto participate directly or indirectly in
the profits of that other person in any man-
ner, including the receipt of deferred remu-
neration, bonuses, fees, dividends, partner-
ship distributions, or other distributions.

ARTICLE 17
Pensions, Social Security, and Annuities

1. Subject to the provisions of paragraph 2 of
Article 18 (Government Service), pensions
and other similar remuneration paid to a
resident of a Contracting State in consider-
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riki vegna fyrri starfa hans, einungis skatt-
16g0 1 pvi riki.

. Greidslur, sem samningsriki innir af hendi
samkvemt almannatryggingaloggjof eda
svipadri 16ggjof sinni til adila sem er heim-
ilisfastur i hinu samningsrikinu eda til
bandarisks rikisborgara skulu, med fyr-
irvara um akvedi 1. mgr, einungis skatt-
lagdar i fyrrnefnda rikinu.

. Lifeyrisgreidslur, sem madur heimilisfastur
i samningsriki feer og eru raunverulega i
eigu hans, skulu einungis skattlagdar i pvi
riki. Med hugtakinu | lifeyrisgreidslur®,
eins og pad er notad i pessari malsgrein,
er att vio tilgreinda fjarhed sem er greidd
reglubundid a tilgreindum timapunktum
4 tilgreindum arafjolda samkvemt skuld-
bindingu um greidslur gegn fullnegjandi
og fullu endurgjaldi (68ru en veittri pjon-
ustu).

. Ef adili heimilisfastur i samningsriki er
rétthafi i lifeyriskerfi, sem hefur heim-
ilisfesti 1 hinu samningsrikinu, er einungis
heimilt ad skattleggja tekjur, sem er aflad
en lifeyriskerfid uthlutar ekki, i fyrrnefnda
rikinu & peim tima og, med fyrirvara um
akvedi 1. mgr., ad pvi marki sem uthlut-
unin kemur fra lifeyriskerfinu.

18. gr.
Opinber pjonusta.

a) Laun og annad svipad endurgjald, ad
undanskildum eftirlaunum sem greidd
eru Ur opinberum sjodum samnings-
rikis eda sjalfsstjornarhérads eda sveit-
arstjornar pess til manns fyrir storf
hans i pjénustu pess rikis eda sjalfs-
stjornarhérads eda  sveitarstjornar,
skulu einungis skattlogo i pvi riki.

b) Slik laun og annad svipad endurgjald
skulu pé einungis skattlogd i hinu
samningsrikinu ef starfid er leyst par
af hendi og madurinn er heimilisfastur
i pvi riki og:

(1) er rikisborgari pess rikis, eda
(ii) tok ekki upp heimilisfesti i pvi riki
einvordungu i peim tilgangi ad leysa
petta starf af hendi.
a) Eftirlaun, sem eru greidd af eda ur
sjodum stofnudum af samningsriki eda
sjalfsstjornarhéradi eda sveitarstjorn

1.

2.
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ation of past employment shall be taxable
only in that State.

Notwithstanding the provisions of para-
graph 1, payments made by a Contracting
State under provisions of the social secu-
rity or similar legislation of that State to a
resident of the other Contracting State or
to a citizen of the United States shall be
taxable only in the first-mentioned State.
Annuities derived and beneficially owned
by an individual resident of a Contracting
State shall be taxable only in that State. The
term “annuities” as used in this paragraph
means a stated sum paid periodically at
stated times during a specified number of
years, under an obligation to make the pay-
ments in return for adequate and full con-
sideration (other than services rendered).

Where a resident of a Contracting State
is a beneficiary of a pension scheme resi-
dent in the other Contracting State, income
earned but not distributed by the pension
scheme may be taxed in the first-mentioned
State only at such time as and, subject to
paragraph 1, to the extent that a distribu-
tion is made from the pension scheme.

ARTICLE 18
Government Service

a) Salaries, wages and other similar remu-
neration, other than a pension, paid
from the public funds of a Contracting
State or a political subdivision or a
local authority thereof to an individual
in respect of services rendered to that
State or subdivision or authority in the
discharge of functions of a governmen-
tal nature 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 services are rendered in that State
and the individual is a resident of that
State who:

(i) is a national of that State; or

(i1) did not become a resident of that
State solely for the purpose of ren-
dering the services.

a) Any pension paid by, or out of funds
created by, a Contracting State or a
political subdivision or a local author-



1.

. Akvaedsi 14, gr.

pess til manns fyrir storf hans i pjon-
ustu pess rikis eda sjalfsstjornarhérads
eda sveitarstjornar (onnur en greidslur
sem akvadi 2. mgr. 17. gr. (Eftirlaun,
almannatryggingar og lifeyrisgreidslur)
gildir um), skulu einungis skattlogd i
pvi riki.

b) Slik eftirlaun skulu po6 einungis skatt-
16g0 1 hinu samningsrikinu ef madurinn
er heimilisfastur par og er jafnframt
rikisborgari pess rikis.

(Atvinnutekjur), 15.
gr. (Stjornarlaun), 16. gr. (Listamenn
og iprottamenn) og 17. gr. (Eftirlaun,
almannatryggingar og lifeyrisgreidslur)
gilda um laun og annad svipad endurgjald
og um eftirlaun sem greidd eru fyrir storf
leyst af hendi i tengslum vid atvinnurekst-
ur a vegum samningsrikis eda sjalfsstjorn-
arhérads eda sveitarstjornar pess.

19. gr.
Namsmenn og lerlingar.

a) Madur, sem er heimilisfastur i 6dru
samningsrikinu og dvelur timabundid i
hinu samningsrikinu og megintilgangur
dvalar hans par er

(1) ad nema vid haskola eda adra vid-
urkennda menntastofnun 1 sio-
arnefnda samningsrikinu, eda

(i1) ad verda sér uti um pjalfun til pess
a0 teljast fullgildur til pess ad gegna
starfi eda stunda sérfredigrein,
eda

(iii) ad nema eda stunda rannsoknir med
styrk, framlagi eda ver8launum fra
rikis-, traar-, godgerdar-, visinda-,
bokmennta- eda menntastofnun,

skal undanpeginn skatti 1 si0-
arnefnda samningsrikinu ad pvi er
vardar fjarhadir sem er lyst i b-1id, i
lengst fimm skattar fra peim degi er
hann kemur til pess samningsrikis.

b) ber fjarhedir er um getur i a-1id eru:
(1) gjafir utanlands fra sem gera honum

kleift ad sja sér farborda, stunda ndm
eda rannsoknir eda 6dlast pjalfun;

1.
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ity thereof to an individual in respect of
services rendered to that State or sub-
division or authority in the discharge
of functions of a governmental nature
(other than a payment to which para-
graph 2 of Article 17 (Pensions, Social
Security, and Annuities) applies) 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 State.

The provisions of Articles 14 (Income from

Employment), 15 (Directors’ Fees), 16

(Artistes and Sportsmen), and 17 (Pensions,

Social Security, and Annuities) shall apply

to salaries, wages and other similar remu-

neration and to pensions in respect of ser-
vices rendered in connection with a business
carried on by a Contracting State or a politi-
cal subdivision or a local authority thereof.

ARTICLE 19
Students and Trainees
a) An individual who is a resident of one
of the Contracting States at the time he
becomes temporarily present in the other

Contracting State and who is temporar-

ily present in that other Contracting

State for the primary purpose of:

(1) studying at a university or other
recognized educational institution
in that other Contracting State, or

(ii) securing training required to qual-
ify him to practice a profession or
professional specialty, or

(iii) studying or doing research as a
recipient of a grant, allowance, or
award from a governmental, reli-
gious, charitable, scientific, liter-
ary, or educational organization,
shall be exempt from tax by that
other Contracting State with
respect to amounts described in
subparagraph b) for a period not
exceeding 5 taxable years from the
date of his arrival in that other
Contracting State.

b) The amounts referred to in subpara-
graph a) are:

(1) gifts from abroad for the purpose of

his maintenance, education, study,
research, or training;
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(ii) styrkurinn, framlagid eda verdlaun-
in; og

(iii) tekjur af pjonustu, sem hann veit-
ir i sidarnefnda samningsrikinu,
sem eru ekki herri en niu pusund
Bandarikjadalir (USD 9.000) eda
jafngildi peirrar fjarhadar i islensk-
um kréonum & hverju skattari.

2. Madur, sem er heimilisfastur i 60ru samn-

ingsrikinu og dvelur timabundid i hinu
samningsrikinu sem starfsmadur adila, sem
er heimilisfastur i fyrrnefnda samningsrik-
inu, eda samhlida pvi ad vera samnings-
bundinn honum, og megintilgangur dvalar
hans par er:

a) ad afla sér reynslu 4 svidi tekni, innan
starfsgreinar eda i vidskiptum hja adila,
00rum en peim sem er heimilisfastur i
fyrrnefnda samningsrikinu eda 6drum
en adila sem er tengdur fyrrnefndum
heimilisféstum adila, eda

b) ad nema vid haskola eda adra vid-
urkennda menntastofnun i sidarnefnda
samningsrikinu,
skal vera undanpeginn skatti i sidar-
nefnda samningsrikinu & samfelldu 12
manada timabili ad pvi er vardar tekjur
af pjonustu, sem hann veitir, samtals ad
fjarhed sem er ekki herri en niu pus-
und Bandarikjadalir (USD 9.000) eda
jafngildi peirrar fjarhadar i islenskum
krénum.

Madur, sem er heimilisfastur i 60ru samn-

ingsrikinu og dvelur timabundid i hinu

samningsrikinu skemur en eitt ar sem
patttakandi i a@tlun sem stjornvold i sio-
arnefnda samningsrikinu kosta og megintil-
gangur dvalar hans par er ad 6dlast pjalf-
un, stunda rannsoknir eda nam, skal und-
anpeginn skatti i sidarnefnda samningsrik-
inu ad pvi er vardar tekjur af pjonustu sem
hann veitir, sem tengist fyrrnefndri pjalfun,
rannsoknum eda nami, i sidarnefnda samn-
ingsrikinu, samtals ad fjarhed sem er ekki
herri en niu pusund Bandarikjadalir (USD

9.000) eda jafngildi peirrar fjarhedar i

islenskum krénum.
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(ii) the grant, allowance, or award;
and

(iii) income from personal services per-
formed in that other Contracting
State in an amount not in excess
of nine thousand United States
dollars ($9,000) or its equivalent
in Icelandic kronur for any taxable
year.

2. An individual who is a resident of one

3.

of the Contracting States at the time he

becomes temporarily present in the other

Contracting State and who is temporarily

present in that other Contracting State as

an employee of, or under Contract with, a

resident of the first-mentioned Contracting

State, for the primary purpose of:

a) acquiring technical, professional, or
business experience from a person other
than that resident of the first-men-
tioned Contracting State or other than
a person related to such resident, or

b) studying at a university or other rec-
ognized educational institution in that
other Contracting State,
shall be exempt from tax by that other
Contracting State for a period of 12
consecutive months with respect to his
income from personal services in an
aggregate amount not in excess of nine
thousand United States dollars (§9,000)
or its equivalent in Icelandic kronur.

An individual who is a resident of one
of the Contracting States at the time he
becomes temporarily present in the other
Contracting State and who is temporarily
present in that other Contracting State for
a period not exceeding 1 year, as a par-
ticipant in a program sponsored by the
Government of that other Contracting
State, for the primary purpose of training,
research, or study, shall be exempt from
tax by that other Contracting State with
respect to his income from personal servic-
es in respect of such training, research, or
study performed in that other Contracting
State in an aggregate amount not in excess
of nine thousand United States dollars
($9,000) or its equivalent in Icelandic kron-
ur.



20. gr.
Adrar tekjur.
. Tekjur, sem eru raunverulega i eigu adila
heimilisfasts i samningsriki og ekki er
fjallad um i fyrri greinum samnings pessa,
skulu einungis skattlagdar i pvi riki og
skiptir pa ekki mali hvar peirra er aflad.
. Akvadi 1. mgr. skulu ekki gilda um tekjur,
ad undanskildum tekjum af fasteign eins
og hun er skilgreind i 2. mgr. 6. gr. (Tekjur
af fasteign), ef raunverulegur eigandi tekn-
anna er heimilisfastur i samningsriki og
hefur med hondum starfsemi { hinu samn-
ingsrikinu fra fastri atvinnustdd sem par er
stadsett og réttindin eda eignin, sem gefur
af sér tekjurnar, er raunverulega bundin vid
slika fasta atvinnustd. I pvi tilviki skulu
akveedi 7. gr. (Hagnadur af atvinnurekstri)
gilda.

21. gr.
Takmarkanir sem gilda um avinning.
. Adili heimilisfastur i samningsriki a rétt
4 avinningi sem samningur bessi veitir
adilum heimilisféstum i samningsriki, p6
adeins ad pvi marki sem kvedid er 4 um i
pessari grein.
. Adili heimilisfastur i samningsriki & rétt a
6llum avinningi sem samningur pessi veitir
s¢ hann:
a) madur;
b) samningsriki eda sjalfsstjornarhérad
eda sveitarstjorn pess;
c) félagef:
(1) vidskipti med meginflokk hlutabréfa
i pvi eru stundud i vidurkenndri
kaupholl eda kauphdllum og
A) vidskipti med meginflokk hluta-
bréfa i pvi eru adallega stundud
i vidurkenndri kaupholl sem er
stadsett i pvi samningsriki par
sem félagid hefur heimilisfesti;
eda
B) hofudadsetur stjornar félagsins
er 1 pvi samningsriki par sem
pbad hefur heimilisfesti; eda

(i1) a0 minnsta kosti helmingur heildar-
atkveda og ad minnsta kosti helm-
ingur heildarverdmetis hlutabréfa i
félaginu eru i beinni eda dbeinni eigu
fimm eda ferri félaga sem ber réttur

1.
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ARTICLE 20
Other Income

Items of income beneficially owned by a
resident of a Contracting State, wherever
arising, not dealt with in the foregoing
Articles of this Convention shall be taxable
only in that State.

The provisions of paragraph 1 shall not
apply to income, other than income from
immovable property (real property) as
defined in paragraph 2 of Article 6 (Income
from Immovable Property (Real Property)),
if the beneficial owner of such income,
being a resident of a Contracting State,
carries on business in the other Contracting
State through a permanent establishment
situated therein and the right or property
in respect of which the income is paid is
effectively connected with such permanent
establishment. In such case the provisions
of Article 7 (Business Profits) shall apply.

ARTICLE 21
Limitation on Benefits
A resident of a Contracting State shall be
entitled to benefits otherwise accorded to
residents of a Contracting State by this
Convention only to the extent provided in
this Article.
A resident of a Contracting State shall
be entitled to all the benefits of this
Convention if the resident is:
a) an individual;
b) a Contracting State or any political
subdivision or local authority thereof;
c) a company if,

(i) its principal class of shares is regul-
arly traded on one or more recog-
nized stock exchanges, and either
A) its principal class of shares is

primarily traded on a recognized
stock exchange located in the
Contracting State of which the
company is a resident; or

B) the company’s primary place of
management and control is in
the Contracting State of which
it is a resident; or

(ii) at least 50 percent of the aggregate
vote and at least 50 percent of the
aggregate value of the shares in the
company are owned directly or indi-
rectly by five or fewer companies
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til avinnings skv. i-1id pessa staflidar,
ad pvi tilskildu, er um radir obeint
eignarhald, ad sérhver millistigseig-
andi sé¢ adili heimilisfastur i 6dru
hvoru samningsrikinu;

d) adili sem er lyst i 2. mgr. 4. gr

(Heimilisfastur adili) samnings bessa,
ad pvi tilskildu, ef um redir adila sem
er lyst i a- eda b-1id peirrar malsgreinar,
ad yfir helmingur rétthafa, medlima eda
patttakenda adilans séu menn heim-
ilisfastir i 60ru hvoru samningsrikinu;
eda

aoili, annar en madur, ef:

(1) a0 minnsta kosti helmingur sér-
hvers flokks hlutabréfa eda annarra
raunverulegra hluta i adilanum er, &
minnst helmingi skattarsins, i beinni
eda obeinni eigu adila heimilisfastra
i pvi riki sem ber réttur til avinnings
sem samningur pessi veitir skv. a-
110, b-1id, i-1id c-lidar eda d-1id pess-
arar malsgreinar, ad pvi tilskildu, er
um radir obeint eignarhald, ad sér-
hver millistigseigandi sé adili heim-
ilisfastur i pvi samningsriki; og

(i) minna en helmingur bruttétekna
adilans 4 skattarinu, eins og per
eru akvednar i pvi riki par sem
adilinn er heimilisfastur, er greidd-
ur eda rennur, beint eda Obeint, til
adila sem eru ekki heimilisfastir i
60ru hvoru samningsrikinu og ber
réttur til avinnings sem samningur
pessi veitir skv. a-1id, b-1i0, i-1id c-
lidar eda d-1id pessarar malsgreinar
i formi greidslna sem eru fradratt-
arberar vegna skatta sem samning-
ur bessi tekur til i pvi riki par sem
adilinn er heimilisfastur (ad fratold-
um greidslum, eins og milli 6tengdra
adila i venjulegum vidskiptum, fyrir
pjonustu eda apreifanlegar eignir
og greidslum vegna fjarhagslegra
skuldbindinga gagnvart banka,
ad pvi tilskildu, hafi bankinn ekki
heimilisfesti i samningsriki, ad fyrr-
nefnd greidsla verdi rakin til fastr-
ar atvinnustodvar bankans sem er
stadsett i 60ru hvoru samningsrik-
inu).

3. a) Félag heimilisfast i samningsriki a einn-

3.
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entitled to benefits under clause (i)
of this subparagraph, provided that,
in the case of indirect ownership,
each intermediate owner is a resi-
dent of either Contracting State;

d) a person described in paragraph 2 of

Article 4 (Resident) of this Convention,
provided that, in the case of a person
described insubparagrapha) orsubpara-
graph b) of that paragraph, more than
50 percent of the person’s beneficiaries,
members or participants are individuals
resident in either Contracting State; or
a person other than an individual, if:
(i) on at least half the days of the tax-
able year at least 50 percent of each
class of shares or other beneficial
interests in the person is owned,
directly or indirectly, by residents
of that State that are entitled to the
benefits of this Convention under
subparagraph a), subparagraph b),
clause (i) of subparagraph c), or
subparagraph d) of this paragraph,
provided that, in the case of indirect
ownership, each intermediate owner
is a resident of that Contracting
State; and
(i1) less than 50 percent of the person’s
gross income for the taxable year, as
determined in the person’s State of
residence, is paid or accrued, direct-
ly or indirectly, to persons who are
not residents of either Contracting
State entitled to the benefits of this
Convention under subparagraph
a), subparagraph b), clause (i) of
subparagraph c), or subparagraph
d) of this paragraph in the form
of payments that are deductible
for purposes of the taxes covered
by this Convention in the person’s
State of residence (but not including
arm’s length payments in the ordi-
nary course of business for services
or tangible property and payments
in respect of financial obligations
to a bank, provided that where
such a bank is not a resident of a
Contracting State such payment is
attributable to a permanent estab-
lishment of that bank located in one
of the Contracting States).

a) A company that is a resident of a



ig rétt a ollum avinningi sem samning-

urinn veitir ef:

(1) a0 minnsta kosti 95% heildarat-
kveda og ad minnsta kosti 95%
verometis allra hlutabréfa i pvi eru
i beinni eda Obeinni eigu sjo eda
feerri adila sem eru heimilisfastir i
adildarrikjum Evropusambandsins
eda Evropska efnahagssvadisins,
eda eru adilar ad friverslunarsamn-
ingi Nordur-Ameriku eda friversl-
unarsamningi Evropu, og uppfylla,
i 6llum tilvikum, krofur b-lidar, eda
einhverjar samsetningar pessa; og

(ii)) minna en helmingur vergra tekna
félagsins a skattarinu er greidd-
ur ebfa rennur, i formi fradratt-
arbarra greidslna, beint eda dbeint,
til adila sem eru ekki heimilisfastir i
adildarrikjum Evropusambandsins
eda Evropska efnahagssvaedisins,
eda adila ad friverslunarsamningi
Nordur-Ameriku eda friverslunar-
samningi Evropu, og uppfylla, i
Ollum tilvikum, krofur b-lidar, eda
einhverjar samsetningar pessa.

b) AQ bvi er vardar a-lid mun adili hljota

medferd sem veri hann adili heimilis-

fastur i adildarriki Evropusambandsins

eda Evropska efnahagssvadisins, eda
adili ad friverslunarsamningi Nordur-

Ameriku  eda  friverslunarsamningi

Evropu, pvi adeins ad hann:

(1) sé aogili heimilisfastur i samningsriki
sem ber réttur til pess avinnings sem
samningur pessi veitir skv. a-lid, b-
1i0, i-1i0 c-lidar eda d-1id 2. mgr.;
eda

(i1) A) myndi eiga rétt 4 avinningi sam-
kvemt heildarsamningi um tekju-
skatta sem er i gildi milli adildarrikis
Evropusambandsins eda Evropska
efnahagssvedisins eda adila ad fri-
verslunarsamningi Nordur-Ameriku
eda friverslunarsamningi Evropu og
pess samningsrikis sem avinnings
samkvemt samningnum er krafist
fra, i samremi vid a-lid, b-lid, i-
1id c-lidar eda d-lid 2. mgr., ad pvi
tilskildu ad innihaldi fyrrnefndur
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Contracting State shall also be entitled

to the benefits of the Convention if:

(1) at least 95 percent of the aggregate
vote and at least 95 percent of the
value of allits sharesis owned, direct-
ly or indirectly, by seven or fewer per-
sons that are residents of Member
States of the European Union, or
of the European Economic Area, or
parties to the North American Free
Trade Agreement or the European
Free Trade Agreement that, in any
case, meet the requirements of sub-
paragraph b), or any combination
thereof; and

(ii) less than 50 percent of the compa-
ny’s gross income for the taxable
year is paid or accrued, in the form
of deductible payments, directly
or indirectly, to persons who are
not residents of Member States
of the European Union, or of the
European Economic Area, or par-
ties to the North American Free
Trade Agreement or the European
Free Trade Agreement that, in any
case, meet the requirements of sub-
paragraph b), or any combination
thereof.

b) For purposes of subparagraph a), a

person will be treated as a resident of a
Member State of the European Union
or of the European Economic Area
or party to the North American Free
Trade Agreement or the European Free
Trade Agreement only if such person:
(1) is a resident of a Contracting State
entitled to the benefits of this
Convention by reason of subpara-
graph a), subparagraph b), clause
(1) of subparagraph c), or subpara-
graph d) of paragraph 2; or
(i1) (A) would be entitled to the benefits
of a comprehensive income tax con-
ventionin force between any Member
State of the European Union or of
the European Economic Area or
party to the North American Free
Trade Agreement or the European
Free Trade Agreement and the
Contracting State from which the
benefits of this Convention are
claimed, analogous to subparagraph
a), subparagraph b), clause (i) of
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4. a)

b)

heildarsamningur ekki grein, sem
fjallar i heild um takmarkanir sem
gilda um avinning, myndi adilanum
bera réttur til pess avinnings sem
samningur pessi veitir skv. a-lid,
b-1id, i-1id c-lidar eda d-lid 2. mgr.
ef sa adili veri adili heimilisfastur
i 60ru hvoru samningsrikinu skv. 4.
gr. (Heimilisfastur adili) samnings
pessa; og

(B)ad pvi er vardar tekjur er um getur
i 10. gr. (Ardur), 11. gr. (Vextir) eda
12. gr. (Péknanir), myndi eiga
rétt samkvemt samningnum, er
um getur i ii-lid pessa staflidar, a
skatthlutfalli, ad pvi er vardar pann
tekjuflokk sem avinnings er krafist
vegna samkvaemt samningi pessum,
sem veri ad minnsta kosti jafnlagt
og pad hlutfall sem gildir samkvamt
samningi pessum.

AAdili heimilisfastur i samningsriki mun

eiga rétt a avinningi sem samningur

pessi veitir ad pvi er vardar tekjulid
sem kemur fra hinu rikinu, an tillits
til pess hvort sa adili 4 rétt & avinningi
skv. 2. og 3. mgr. pessarar greinar edur
ei, ef hann stundar virk vidskipti eda
starfsemi i fyrrnefnda rikinu (adra en
starfsemi sem lytur ad pvi ad stunda eda
styra fjarfestingum i pagu adilans sjalfs,
nema starfsemin sé a svidi bankavid-
skipta, vatrygginga eda verdbréfavid-
skipta sem banki, vatryggingafélag eda
l6ggiltur verdbréfamidlari stundar), og
tekjurnar sem koma fra hinu samnings-
rikinu verda til i tengslum vid eda eru
samfara peim vidskiptum eda starfsemi
og adilinn uppfyllir sérhver dénnur skil-
yrdi fyrir pvi ad hljota slikan avinning.

Ef adili heimilisfastur i samningsriki
eda einhver fyrirteki honum tengd
stunda vidskipti eda starfsemi i hinu
samningsrikinu, sem skapa tekjulid,
gilda akvadi a-lidar pessarar mals-
greinar pvi adeins um pann tekjulid ad
vidskiptin eda starfsemin i sidarnefnda
rikinu s¢ umtalsverd med hlidsjon af
vidskiptum eda starfsemi i fyrrnefnda

4,
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subparagraph c¢) or subparagraph
d) of paragraph 2, provided that
if such other convention does not
contain a comprehensive limitation
on benefits article, the person would
be entitled to the benefits of this
Convention under subparagraph a),
subparagraph b), clause (i) of sub-
paragraph c), or subparagraph d) of
paragraph 2 if such person were a
resident of one of the Contracting
States under Article 4 (Resident) of
this Convention; and

(B) with respect to income referred to in
Articles 10 (Dividends), 11 (Interest)
or 12 (Royalties), would be entitled
under the convention referred to
in clause (ii) of this subparagraph
to a rate of tax with respect to the
particular class of income for which
benefits are being claimed under
this Convention that is at least as
low as the rate applicable under this
Convention.

a) A resident of a Contracting State

b)

will be entitled to benefits of the
Convention with respect to an item of
income derived from the other State,
regardless of whether the resident is
entitled to benefits under paragraph 2
or 3 of this Article, if the resident is
engaged in the active conduct of a trade
or business in the first-mentioned State
(other than the business of making or
managing investments for the resident’s
own account, unless these activities are
banking, insurance or securities activi-
ties carried on by a bank, insurance
company or registered securities deal-
er), and the income derived from the
other Contracting State is derived in
connection with, or is incidental to, that
trade or business and that resident sat-
isfies any other conditions for obtaining
such benefits.

If the resident or any of its associated
enterprises carries on a trade or business
activity in the other Contracting State
which gives rise to an item of income,
subparagraph a) of this paragraph shall
apply to such item only if the trade or
business activity in the first-mentioned
State is substantial in relation to the
trade or business activity in the other



rikinu. Akvérdun um hvort vidskipti
eda starfsemi sé umtalsverd ad pvi er
pessa malsgrein vardar skal byggd a
Ollum stadreyndum og adstedum.

¢) begar akvarda skal hvort adili ,,stundi
virk vidskipti eda starfsemi i samnings-
riki skv. a-1id pessarar malsgreinar skal
litid svo a ad starfsemi, sem fer fram
4 vegum sameignarfélags sem sa adili
4 aoild ad, og starfsemi & vegum adila,
sem eru tengdir fyrrnefndum adila, fari
fram 4 vegum pess adila. Adili telst
vera tengdur 60rum adila ef annar &
ad minnsta kosti helming raunverulegs
hlutar i hinum (eda, ef um félag er ad
reda, fer med ad minnsta kosti helming
heildaratkveda og 4 ad minnsta kosti
helming heildarverdmetis hlutabréfa i
félaginu eda raunverulegs hlutar i pvi)
eda annar adili 4, beint eda Obeint, ad
minnsta kosti helming raunverulegrar
eignarhlutdeildar (eda, ef um félag er
a0 reda, fer med ad minnsta kosti helm-
ing heildaratkveeda og 4 ad minnsta
kosti helming heildarverdmsetis hluta-
bréfa i félaginu eda raunverulegrar
eignarhlutdeildar i pvi) i hverjum og
einum adila. Adili skal i 6llum tilvikum
talinn tengdur 6drum adila ef, ad teknu
tilliti til allra stadreynda og adsta@dna
er mali skipta, annar hefur yfirrad yfir
hinum eda badir lata yfirradum sama
eda somu adila.

5. begar fyrirteki i samningsriki fer tekjur

fra hinu samningsrikinu og rekja ma per
tekjur til fastrar atvinnustodvar, sem fyr-
irteekid hefur i 16gsdgu pridja rikis, munu,
pratt fyrir framangreind akvadi pessarar
greinar, per skattaivilnanir sem annars
myndu gilda samkvemt hinum akvedum
samningsins ekki gilda um neinn tekjulid
ef samanlagdur skattur, sem er greiddur i
raun og veru af slikum tekjum i fyrrnefnda
rikinu og i 16gsogu pridja rikis, er undir 60
hundradshlutum pess skatts sem skylt hefoi
verid ad greida i fyrrnefnda rikinu hefoi
fyrirteekid aflad teknanna i pvi riki og peer
ekki verio raktar til fastrar atvinnustddvar i
16gsogu pridja rikis. Allur ardur, vextir eda
poknanir, sem akvadi pessarar malsgrein-
ar gilda um, skulu skattskyldar i hlutfalli
sem er ekki harra en 15 hundradshlutar af
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State. Whether a trade or business activ-
ity is substantial for purposes of this
paragraph will be determined based on
all the facts and circumstances.

¢) In determining whether a person is
“engaged in the active conduct of a
trade or business” in a Contracting
State under subparagraph a) of this
paragraph, activities conducted by a
partnership in which that person is a
partner and activities conducted by
persons connected to such person shall
be deemed to be conducted by such
person. A person shall be connected
to another if one possesses at least 50
percent of the beneficial interest in the
other (or, in the case of a company, at
least 50 percent of the aggregate vote
and at least 50 percent of the aggregate
value of the shares in the company or
of the beneficial equity interest in the
company) or another person possesses,
directly or indirectly, at least 50 percent
of the beneficial interest (or, in the case
of a company, at least 50 percent of the
aggregate vote and at least 50 percent
of the aggregate value of the shares in
the company or of the beneficial equity
interest in the company) in each person.
In any case, a person shall be considered
to be connected to another if, based on
all the relevant facts and circumstances,
one has control of the other or both are
under the control of the same person or
persons.

5. Notwithstanding the preceding provisions

of this Article, where an enterprise of a
Contracting State derives income from the
other Contracting State, and that income is
attributable to a permanent establishment
which that enterprise has in a third jurisdic-
tion, the tax benefits that would otherwise
apply under the other provisions of the
Convention will not apply to any item of
income if the combined tax that is actu-
ally paid with respect to such income in
the first-mentioned State and in the third
jurisdiction is less than 60 percent of the
tax that would have been payable in the
first-mentioned State if the income were
earned in that State by the enterprise and
were not attributable to the permanent
establishment in the third jurisdiction. Any
dividends, interest or royalties to which the
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vergri fjarhed peirra. Allar adrar tekjur,
sem akvadi pessarar malsgreinar gilda
um, munu skattskyldar samkvemt akvaed-
um landslaga sidarnefnda samningsrik-
isins, pratt fyrir 6nnur akvaedi samningsins.
Akvedi pessarar malsgreinar gilda ekki:

a) pegar um radir poknanir, tekid er vid
poknunum sem endurgjaldi fyrir afnot
eda rétt til afnota af o6apreifanlegri eign
sem fasta atvinnust6din sjalf framleidir
eda proar; eda

b) pegar um redir allar adrar tekjur, peer
tekjur, sem koma fra sidarnefnda samn-
ingsrikinu, verda til vegna tengsla vid
eda eru samfara virkum vidskiptum eda
starfsemi hinnar fostu atvinnustoov-
ar i 10gsogu pridja rikis (annarri en
starfsemi sem lytur ad pvi ad stunda,
styra eda ecinfaldlega halda utan um
fjarfestingar i pagu adilans sjalfs, nema
starfsemin sé 4 svidi bankavidskipta
eda verdbréfavidskipta sem banki eda
16ggiltur verdbréfamidlari stundar).

bratt fyrir framangreind akvadi pessarar
greinar og ef félag sem er adili heimilisfast-
ur i samningsriki, eda félag sem stjornar
sliku félagi beint eda dbeint, a utistandandi
flokk hlutabréfa

a) sem er bundinn skilmalum eda annarri
tilhogun sem veitir handhéfum hans
hlutdeild i tekjum félagsins sem koma
fra hinu samningsrikinu og eru herri
en sa hlutur sem fyrrnefndir handhafar
myndu fa an slikra skilmala eda tilhog-
unar (,,6samsvarandi hluti teknanna®),
og

b) helmingur hans eda meira er i eigu adila
sem ber ekki réttur til avinnings skv. 2.
mgr. pessarar greinar,
skal avinningur, sem samningur bessi
veitir, ekki gilda um hinn 6samsvarandi
hluta teknanna.

. Adila heimilisféstum i samningsriki sem

ber ekki réttur til avinnings samkvaemt

framangreindum malsgreinum pessarar
greinar skal engu ad sidur veittur avinn-
ingur samkvaemt samningnum komist bert
stjornvald i hinu samningsrikinu ad peirri

7.
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provisions of this paragraph apply shall be

subject to tax at a rate that shall not exceed

15 percent of the gross amount thereof.

Any other income to which the provisions

of this paragraph apply will be subject to

tax under the provisions of the domestic
law of the other Contracting State, not-
withstanding any other provision of the

Convention. The provisions of this para-

graph shall not apply if:

a) in the case of royalties, the royalties are
received as compensation for the use of,
or the right to use, intangible property
produced or developed by the perma-
nent establishment itself; or

b) in the case of any other income,
the income derived from the other
Contracting State is derived in connec-
tion with, or is incidental to, the active
conduct of a trade or business carried
on by the permanent establishment in
the third jurisdiction (other than the
business of making, managing or sim-
ply holding investments for the person’s
own account, unless these activities are
banking or securities activities carried
on by a bank or registered securities
dealer).

Notwithstanding the preceding provisions

of this Article, if a company that is a resi-

dent of a Contracting State, or a company
that controls directly or indirectly such

a company, has outstanding a class of

shares:

a) which is subject to terms or other
arrangements which entitle its holders
to a portion of the income of the com-
pany derived from the other Contracting
State that is larger than the portion
such holders would receive absent such
terms or arrangements (“the dispropor-
tionate part of the income”); and

b) 50 percent or more of which is owned
by persons who are not entitled to ben-
efits under paragraph 2 of this Article;
the benefits of this Convention shall
not apply to the disproportionate part
of the income.

A resident of a Contracting State that is

not entitled to benefits pursuant to the

preceding paragraphs of this Article shall,
nevertheless, be granted benefits of the

Convention if the competent authority of

the other Contracting State determines that
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nidurstédu ad eitt af meginmarkmidum
med stofnun, kaupum eda vidhaldi sliks
adila og rekstri hans hafi ekki verid ad
O0last avinning samkvemt samningnum.
Bert stjornvald i sidarnefnda samningsrik-
inu skal eiga samrad vid bart stjornvald i
fyrrnefnda rikinu 4dur en pad neitar adila
um avinning samkvaemt samningnum, eins
og melt er fyrir um i pessari malsgrein.

a) Hugtakid ,,meginflokkur hlutabréfa®
merkir i pessari grein almenna eda
algenga hluti i félagi, ad pvi tilskildu ad
meirihluti atkvedamagns i félaginu og
verdmetis pess sé ad baki slikum flokki
hluta. Ef meirihluti heildaratkveda-
magns 1 félaginu og verOmetis pess
er ekki ad baki neinum einum flokki
almennra eda algengra hlutabréfa er
,meginflokkur hlutabréfa“ sa flokkur
eda flokkar sem samanlagt hafa ad baki
sér meirihluta heildaratkvedamagns i
félaginu og verdmetis pess;

b) Ad pvi er pessa grein vardar merkir
hugtakid ,,vidurkennd kaupholl“:

(i) NASDAQ-netid i eigu Lands-
samtaka verdbréfasala (National
Association of Securities Dealers,
Inc.) og sérhverja kaupholl sem er
skrad hja Verdabréfa- og kauppings-
nefnd Bandarikjanna (U.S. Securities
and Exchange Commission) sem
innlend verdbréfamidlun samkvaemt
bandarisku verdbréfamidlunarlog-
unum fra 1934;

(i) Kaupholl Islands;

(iii) kauphallirnar i Amsterdam, Bruss-
el, Kaupmannaho6fn, Frankfurt,
Hamborg, Helsinki, London,
Osl6, Paris, Stokkholmi, Sydney,
Tokyo og Toronto; og

(iv) sérhverja adra kaupholl sem ber
stjornvold i badum samningsrikj-
unum sampykkja.

¢) AOJ pvier pessa grein vardar verdur hof-
udadsetur stjornar félags pvi adeins i pvi
riki par sem pad hefur heimilisfesti ad
yfirmenn og hattsettir stjérnendur vinni
dagleg storf sin i pagu félagsins (par
med talinna doétturfélaga i beinni og
obeinni eigu pess) a svidi stefnumork-
unar vidvikjandi aetlunum, fjarmalum
og rekstri i rikari meli i pvi riki en i
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the establishment, acquisition or mainte-
nance of such person and the conduct of
its operations did not have as one of its
principal purposes the obtaining of bene-
fits under the Convention. The competent
authority of the other Contracting State
shall consult with the competent authority
of the first-mentioned State before denying
the benefits of the Convention under this
paragraph.

8. a) For purposes of this Article the term

“principal class of shares” means the
ordinary or common shares of the
company, provided that such class of
shares represents the majority of the
voting power and value of the company.
If no single class of ordinary or com-
mon shares represents the majority of
the aggregate voting power and value
of the company, the “principal class of
shares” is that class or those classes that
in the aggregate represent a majority of
the aggregate voting power and value
of the company.

b) For purposes of this Article the term

“recognized stock exchange” means:

(1) the NASDAQ System owned
by the National Association of
Securities Dealers, Inc. and any
stock exchange registered with
the U.S. Securities and Exchange
Commission as a national secu-
rities exchange under the U.S.
Securities Exchange Act of 1934;

(i) the Icelandic Stock Exchange;

(iii) thestock exchanges of Amsterdam,
Brussels, Copenhagen, Frankfurt,
Hamburg, Helsinki, London,
Oslo, Paris, Stockholm, Sydney,
Tokyo, and Toronto; and

(iv) any other stock exchange agreed
upon by the competent authorities
of both Contracting States.

¢) For purposes of this Article a compa-
ny’s primary place of management and
control will be in the State of which it is

a resident only if executive officers and

senior management employees exercise

day-to-day responsibility for more of
the strategic, financial and operational
policy decision making for the company

(including its direct and indirect subsid-
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1.

2.

nokkru 6dru riki og ad starfslidid vinni
dagleg storf sin, sem eru naudsynleg til
pess ad undirbua og taka fyrrnefndar
akvardanir, i rikari meli i pvi riki en i
nokkru 60ru riki.

22. gr.
Adferdir til ad komast hja tviskottun.
[ samraemi vid akvadi og med fyrirvara um
takmarkanir 16ggjafar Bandarikjanna (eins
og henni kann ad verda breytt & hverjum
tima an pess p6 ad meginreglum hennar sé
breytt) skulu Bandarikin heimila ad adil-
ar heimilisfastir i Bandarikjunum eda rik-
isborgarar pess lands geti lagt fram sem
fradratt fra tekjuskatti i Bandarikjunum:
a) tekjuskatt sem er greiddur Islandi eda
rennur til {slands i nafni fyrrnefnds rik-
isborgara eda heimilisfasts adila; og
b) tekjuskatt, sem greidandinn greidir
Islandi eda rennur til Islands i hans
nafni, af peim hagnadi sem ardurinn
er greiddur af, ef um radir bandariskt
félag sem 4 ad minnsta kosti 10 hundr-
adshluta af hlutabréfum med atkvadis-
rétti i félagi sem er heimilisfast 4 {slandi
og bandariska félagid fer ard fra.

Ad pvi er vardar pessa malsgrein teljast
skattar, er um getur i a-1lid 3. mgr. og 4.
mgr. 2. gr. (Skattar sem samningurinn
tekur til), tekjuskattar.

Ad pvi er vardar beitingu 1. mgr. pessarar

greinar:

a) med fyrirvara um b-lid pessarar mals-
greinar, telst lidur vergra tekna, eins og
kvedid er & um i bandariskum l6gum,
p.e. tekna sem adili heimilisfastur i
Bandarikjunum fer og er heimilt ad
skattleggja 4 Islandi samkvaemt samn-
ingi pessum, vera tekjur upprunnar a
Islandi;

b) telst hagnadur, sem madur hlaut medan
hann var heimilisfasturi Bandarikjunum
og Bandarikin skattleggja samkvemt
samningnum og sem kann einnig ad
vera skattlagdur 4 Islandi 4 grundvelli
5. mgr. 13. gr. (S6luhagnadur af eign-
um) einvordungu, samt sem adur hagn-
adur upprunninn i Bandarikjunum.

I tilviki fslands skal komast hja tviskottun
4 eftirfarandi hatt:

1.

17. desember 2008

iaries) in that State than in any other
state, and the staffs conduct more of
the day-to-day activities necessary for
preparing and making those decisions
in that State than in any other state.

ARTICLE 22
Relief from Double Taxation

In accordance with the provisions and

subject to the limitations of the law of the

United States (as it may be amended from

time to time without changing the general

principle hereof), the United States shall
allow to a resident or citizen of the United

States as a credit against the United States

tax on income:

a) the income tax paid or accrued to
Iceland on behalf of such citizen or
resident; and

b) in the case of a United States company

owning at least 10 percent of the voting
stock of a company that is a resident
of Iceland and from which the United
States company receives dividends, the
income tax paid or accrued to Iceland
by or on behalf of the payer with
respect to the profits out of which the
dividends are paid.
For the purposes of this paragraph, the
taxes referred to in subparagraph a) of
paragraph 3 and paragraph 4 of Article
2 (Taxes Covered) shall be considered
income taxes.

For the purposes of applying paragraph 1

of this Article,

a) subject to subparagraph b) of this
paragraph, an item of gross income,
as determined under the laws of the
United States, derived by a resident
of the United States that, under this
Convention, may be taxed in Iceland
shall be deemed to be income from
sources in Iceland;

b) however, gains derived by an individual
while that individual was a resident of
the United States, that are taxed by the
United States in accordance with the
Convention, and that may also be taxed
in Iceland by reason only of paragraph
5 of Article 13 (Capital Gains), shall be
deemed to be gains from sources in the
United States.

In the case of Iceland, double taxation

shall be avoided as follows:
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a)

b)

hafi adili heimilisfastur & Islandi tekjur
sem ma skattleggja i Bandarikjunum
samkvemt akvaedum samnings bessa,
skal Island heimila ad fjarhed pess
tekjuskatts sem greiddur hefur verid i
Bandarikjunum sé dregin fra tekjuskatti
pess adila;

slikur fradrattur skal po aldrei vera
herri en sa hluti tekjuskattsins, reikn-
adur fyrir fradrattinn, sem lagdur
er & per tekjur sem skattleggja ma i
Bandarikjunum;

hafi adili heimilisfastur 4 Islandi
tekjur, sem skulu einungis skattlagdar
i Bandarikjunum samkvemt akvaed-
um samnings pessa, getur Island fellt
per tekjur inn i skattstofn en skal
heimila ad sa hluti tekjuskattsins sem
rekja ma til peirra tekna sem koma fra
Bandarikjunum sé dreginn fra tekju-
skatti.

Ad pvi er vardar pessa malsgrein teljast
bandariskir skattar, er um getur i b-lid
3. mgr. og 4. mgr. 2. gr. (Skattar sem
samningurinn tekur til), tekjuskattar
og skal leyfilegt ad draga pa fra
islenskum tekjuskatti.

4. Ef bandariskur rikisborgari er heimilisfast-
ur a Islandi:

a)

b)

skal Island heimila, ad pvi er vardar
tekjulidi sem eru undanpegnir skatti i
Bandarikjunum samkvemt akvedum
samnings pessa eda sem lekkad skatta-
hlutfall i Bandarikjunum gildir um
pegar adili heimilisfastur 4 Islandi, sem
er ekki bandariskur rikisborgari, aflar
peirra, ad haegt s¢ ad leggja fram sem
fradratt fra skatti a4 Islandi einungis
greidda skatta, ef um pa er ad rada,
sem Bandarikin geta lagt a samkvemt
akvaedum samnings bessa, adra en
skatta sem heimilt er ad leggja 4 einung-
is sakir rikisfangs samkvaemt fyrirvara
4. mgr. 1. gr. (Almennt gildissvid);

skulu Bandarikin heimila, i pvi skyni
ad reikna bandariskan skatt 4 pa
tekjulidi er um getur i a-lid, ad haegt sé
ad leggja fram sem fradratt fra skatti
i Bandarikjunum tekjuskatt sem er
greiddur 4 Islandi, ad fradregnum peim
afsletti er um getur i a-1i0; sa afslattur,
sem pannig er heimiladur, skal ekki

a)

b)
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When a resident of Iceland derives
income which, in accordance with the
provisions of this Convention, may be
taxed in the United States, Iceland shall
allow as a deduction from the tax on
the income of that resident an amount
equal to the income tax paid in the
United States;

Such deduction shall not, however,
exceed that part of the income tax, as
computed before the deduction is given,
which is attributable to the income that
may be taxed in the United States;
When a resident of Iceland derives
income which, in accordance with the
provisions of this Convention, shall
be taxable only in the United States,
Iceland may include this income in the
tax base but shall allow as a deduction
from income tax that part of the income
tax which is attributable to the income
derived from the United States.

For the purposes of this paragraph, the
United States taxes referred to in sub-
paragraph b) of paragraph 3 and para-
graph 4 of Article 2 (Taxes Covered)
shall be considered income taxes, and
shall be allowed as a deduction against
the Icelandic tax on income.

4. Where a United States citizen is a resident
of Iceland:

a)

b)

with respect to items of income that
under the provisions of this Convention
are exempt from United States tax or
that are subject to a reduced rate of
United States tax when derived by a
resident of Iceland who is not a United
States citizen, Iceland shall allow as a
credit against Icelandic tax, only the tax
paid, if any, that the United States may
impose under the provisions of this Con-
vention, other than taxes that may be
imposed solely by reason of citizenship
under the saving clause of paragraph 4
of Article 1 (General Scope);

for purposes of computing United
States tax on those items of income
referred to in subparagraph a), the
United States shall allow as a credit
against United States tax the income tax
paid to Iceland after the credit referred
to in subparagraph a); the credit so
allowed shall not reduce the portion of
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1.

ryra pann hluta bandariska skattsins
sem heagt er ad leggja fram sem fradratt
fra islenska skattinum skv. a-1id; og

c) skulu tekjulidir, er um getur i a-lid, i
peim einbera tilgangi ad aflétta tvi-
skottun i Bandarikjunum skv. b-lid,
taldir upprunnir 4 Islandi ad pvi marki
sem naudsynlegt er til pess ad komast
hja tviskottun slikra tekna skv. b-lid.

23. gr.

Bann vio mismunun.
Rikisborgarar samningsrikis skulu ekki
seta annarri eda pyngri skattlagningu eda
krofum 1 pvi sambandi i hinu samnings-
rikinu en rikisborgarar pess rikis s@ta eda
unnt er ad lata pa seta vid somu adstedur,
sérstaklega ad pvi er vardar heimilisfesti.
bratt fyrir akveedi 1. gr. (Almennt gildissvid)
gildir petta akvedi einnig um adila sem
eru hvorki heimilisfastir i 68ru né badum
samningsrikjunum. Bandariskir rikisborg-
arar, sem eru skattskyldir um heim allan,
eru samt sem adur, ad pvi er skattlagn-
ingu i Bandarikjunum vardar, ekki i somu
adstedum og islenskir rikisborgarar sem
eru ekki heimilisfastir i Bandarikjunum.

Skattlagning fastrar atvinnustodvar, sem
fyrirteki i samningsriki hefur i hinu samn-
ingsrikinu, skal ekki vera 6hagstadari i sid-
arnefnda rikinu en skattlagning & fyrirteki
i pvi riki sem hefur sams konar starfsemi
med hondum. Petta akvaedi skal ekki skyra
pannig ad pad skyldi samningsriki til ad
veita adilum heimilisféstum i hinu samn-
ingsrikinu nokkurn pann personufradratt,
per skattaivilnanir og skattalekkanir
vegna borgaralegrar stodu eda fjolskyldu-
framfeerslu sem pad veitir peim adilum sem
par eru heimilisfastir.

Vextir, poknanir og adrar greidslur, sem fyr-
irteeki i samningsriki greidir til adila heim-
ilisfasts i hinu samningsrikinu, skulu vera
fradrattarberar vid akvordun skattskylds
hagnadar fyrirtekisins med sému skilyrd-
um og hefou pear verid greiddar adila heim-
ilisfostum 1 fyrrnefnda rikinu, nema akvadi
1. mgr. 9. gr. (Tengd fyrirteki), 4. mgr. 11.
gr. (Vextir) eda 6. mgr. 12. gr. (Poknanir)
eigi vid0. A sama hatt skulu hvers konar

1.
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the United States tax that is creditable
against the Icelandic tax in accordance
with subparagraph a); and

c) for the exclusive purpose of relieving
double taxation in the United States
under subparagraph b), items of income
referred to in subparagraph a) shall be
deemed to arise in Iceland to the extent
necessary to avoid double taxation of
such income under subparagraph b).

ARTICLE 23
Non-Discrimination

Nationals of a Contracting State shall not
be subjected in the other Contracting State
to any taxation or any requirement con-
nected therewith, which is other or more
burdensome than the taxation and con-
nected requirements to which nationals of
that other State in the same circumstances,
in particular with respect to residence, are
or may be subjected. This provision shall,
notwithstanding the provisions of Article
1 (General Scope), also apply to persons
who are not residents of one or both of
the Contracting States. However, for the
purposes of United States taxation, United
States nationals who are subject to tax on
a worldwide basis are not in the same cir-
cumstances as nationals of Iceland who are
not residents of the United States.

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 taxation levied on enterprises of
that other State carrying on the same activ-
ities. This provision shall not be construed
as obliging a Contracting State to grant to
residents of the other Contracting State
any personal allowances, reliefs and reduc-
tions for taxation purposes on account of
civil status or family responsibilities which
it grants to its own residents.

Except where the provisions of paragraph 1
of Article 9 (Associated Enterprises), para-
graph 4 of Article 11 (Interest), or para-
graph 6 of Article 12 (Royalties), apply,
interest, royalties and other disbursements
paid by an enterprise of a Contracting
State to a resident of the other Contracting
State shall, for the purpose of determining
the taxable profits of such enterprise, be
deductible under the same conditions as
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skuldir fyrirteekis i samningsriki vid adila
heimilisfastan i hinu samningsrikinu vera
fradrattarbaerar vid akvordun skattskyldra
eigna fyrirtekisins med somu skilyroum
og ef til peirra hefoi verid stofnad vid adila
heimilisfastan i fyrrnefnda rikinu.

. bott eignir fyrirtekja i samningsriki séu ad
Ollu eda nokkru leyti, beint eda obeint, i
eigu eda undir stjorn eins eda fleiri adila
sem eru heimilisfastir i hinu samningsrik-
inu skulu pau ekki s@ta annarri eda pyngri
skattlagningu eda 60rum krofum i pvi
sambandi i fyrrnefnda rikinu en fyrirteki
svipadrar tegundar, sem eru heimilisfost i
fyrrnefnda rikinu, seta eda unnt er ad lata
pau seta.

. bessa grein skal ekki skyra pannig ad hindri
samningsriki i pvi ad leggja a skatt eins og
lyst er i 8. mgr. 10. gr. (Ardur).

. bratt fyrir akveadi 2. gr. (Skattar sem samn-
ingurinn tekur til) skulu akvedi pessarar
greinar gilda um hvers konar skatta, hvada
nafni sem beir nefnast, sem lagdir eru a af
samningsriki eda sjalfsstjornarhéradi eda
sveitarstjorn pess.

24. gr.

Framkvemd gagnkvems samkomulags.

Ef adili telur ad radstafanir sem gerdar
eru af 60ru hvoru eda badum samnings-
rikjunum leidi til eda muni leida til skatt-
lagningar ad pvi er hann vardar, sem ekki
er i samremi vid akvadi pessa samnings,
getur hann, an pess ad pad raski rétti hans
til ad fera sér i nyt pau réttarirredi sem
16g pessara rikja kveda 4 um og 6had peim
timamorkum sem melt er fyrir um i peim
16gum til pess ad setja fram kréfur um end-
urgreidslu, lagt malid fyrir bert stjornvald i
hvoru rikinu sem er.

Ef beart stjornvald telur a0 mdétmelin séu
4 rokum reist, en getur po ekki sjalft leyst
malid & vidunandi hatt, skal pad leitast
vid ad leysa malid med gagnkvemu sam-
komulagi vid bert stjornvald i hinu samn-
ingsrikinu i pvi skyni ad komast hja skatt-
lagningu sem ekki er i samraemi vid akvadi
samningsins. Slikt samkomulag skal koma
til framkvemda 6had 6llum timamorkum
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if they had been paid to a resident of the
first-mentioned State. Similarly, any debts
of an enterprise of a Contracting State to
a resident of the other Contracting State
shall, for the purpose of determining
the taxable capital of such enterprise, be
deductible under the same conditions as if
they had been contracted to a resident of
the first-mentioned State.

Enterprises of a Contracting State, the
capital of which is wholly or partly owned
or controlled, 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 taxa-
tion and connected requirements to which
other similar enterprises of the first-men-
tioned State are or may be subjected.

. Nothing in this Article shall be construed

as preventing either Contracting State from
imposing a tax as described in paragraph 8
of Article 10 (Dividends).

. The provisions of this Article shall, notwith-

standing the provisions of Article 2 (Taxes
Covered), apply to taxes of every kind and
description imposed by a Contracting State
or a political subdivision or local authority
thereof.

ARTICLE 24
Mutual Agreement Procedure

. 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 accordance with the provisions of this
Convention, he may, irrespective of the
remedies provided by the domestic law of
those States, and the time limits prescribed
in such laws for presenting claims for
refunds, present his case to the competent
authority of either State.

. The competent authority shall endeavor,

if the objection appears to it to be justi-
fied and if it is not itself able to arrive at
a satisfactory solution, to resolve the case
by mutual agreement with the competent
authority of the other Contracting State,
with a view to the avoidance of taxa-
tion which is not in accordance with the
Convention. Any agreement reached shall



Nr. 8

eda annars konar takmorkun a4 malsmed-
ferd sem i gildi er samkvemt landslogum
samningsrikjanna.

Ber stjornvold i samningsrikjunum skulu
leitast vid ad leysa med gagnkvemu sam-
komulagi sérhvern vanda eda vafaatridi
vardandi tilkun eda beitingu samningsins.
Bar stjornvold i samningsrikjunum geta
einkum komid sér saman um:

a) a0 somu tekjur, fradrattur, afslattur eda
framlag fyrirtekis i samningsriki verdi
rakid til fastrar atvinnustodvar pess
sem er stadsett i hinu samningsrikinu;

b) sébmu skiptingu tekna, fradrattar,
afslattar eda framlaga milli adila;

¢) somu lysingu tiltekinna tekjulida, medal
annars somu lysingu a tekjum sem sam-
kvemt skattaloggjof annars samnings-
rikisins er likt vid tekjur af hlutabréfum
og farid er med sem olikan tekjuflokk i
hinu rikinu;

d) somu lysingu & adilum;

e) ad beita upprunareglum & sama hatt
med tilliti til tiltekinna tekjulida;

f) almenna merkingu hugtaks; og

g) beitingu akvada landslaga um vid-
urlog, sektir og vexti med peim hetti ad
samrymist markmidum samningsins.

bau geta einnig haft samrad i pvi skyni
ad komast hja tviskottun i tilvikum sem
ekki er fjallad um i samningnum.
Bear stjornvold i samningsrikjunum geta
haft beint samband sin 4 milli i pvi skyni ad
na samkomulagi i samraemi vid undanfar-
andi malsgreinar.

25. gr.
Upplysingaskipti og stjornsysluadstoo.

Ber stjornvold i samningsrikjunum skulu
skiptast & upplysingum sem mali skipta
fyrir framkvemd akveda samnings pessa
eda landslaga vardandi skatta, hverju nafni
sem peir nefnast, sem samningsrikin leggja
4, ad pvi leyti sem vidkomandi skattlagn-
ing fer ekki i baga vid samninginn, par

17. desember 2008

be implemented notwithstanding any time

limits or other procedural limitations in the

domestic law of the Contracting States.

The competent authorities of the

Contracting States shall endeavor to

resolve by mutual agreement any difficul-

ties or doubts arising as to the interpreta-
tion or application of the Convention. In
particular the competent authorities of the

Contracting States may agree:

a) to the same attribution of income,
deductions, credits, or allowances of
an enterprise of a Contracting State to
its permanent establishment situated in
the other Contracting State;

b) tothesame allocation of income, deduc-
tions, credits, or allowances between
persons;

¢) to the same characterization of par-
ticular items of income, including the
same characterization of income that is
assimilated to income from shares by the
taxation law of one of the Contracting
States and that is treated as a different
class of income in the other State;

d) to the same characterization of per-
sons;

e) to the same application of source rules
with respect to particular items of
income;

f) to a common meaning of a term; and

g) to the application of the provisions of
domestic law regarding penalties, fines,
and interest in a manner consistent with
the purposes of the Convention.

They may also consult together for the
elimination of double taxation in cases
not provided for in the Convention.

The competent authorities of the

Contracting States may communicate with

each other directly, for the purpose of

reaching an agreement in the sense of the

preceding paragraphs.
ARTICLE 25
Exchange of Information and Administrative
Assistance
The competent authorities of the

1.

Contracting States shall exchange such
information as is relevant for carrying
out the provisions of this Convention or
of the domestic laws concerning taxes
of every kind imposed by a Contracting
States, insofar as the taxation thereunder
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med taldar upplysingar um alagningu eda
innheimtu, fullnustu eda saksokn vidvikj-
andi skottum sem samningurinn tekur til
eda um akvardanir i kerumalum vegna
slikra skatta. Skipti & upplysingum tak-
markast ekki vid 1. mgr. 1. gr. (Almennt
gildissvid) og 2. gr. (Skattar sem samn-
ingurinn tekur til). Med allar upplysingar,
sem samningsriki tekur vid, skal fara sem
trinadarmal 4 sama hatt og farid er med
upplysingar sem er aflad samkvaemt 16gum
pess rikis, og skulu per eingdngu afhentar
adilum eda stjornvoldum (par med taldir
domstoélar og stjornsysluadilar) sem hafa
med hondum alagningu, innheimtu eda
stjornsyslu vidvikjandi peim skéttum sem
um getur hér ad framan eda fullnustu- eda
akeruvald vardandi pa skatta eda urskurdi
um keerur vegna peirra skatta eda hafa eft-
irlit med pessum pattum. Pessir adilar eda
stjornvold skulu einungis nota upplysing-
arnar i greindum tilgangi. Peim er heimilt
ad gera slikar upplysingar opinberar vid
malarekstur fyrir domstolum eda i doms-
nidurstddum.

Ef samningsriki fer fram a upplysingar
samkvaemt pessari grein skal hitt samn-
ingsrikid afla peirra med sama heatti og ad
sama marki og veri skattheimta fyrrnefnda
rikisins bess eigin og veari pad sjalft ad
leggja skattinn &, jafnvel pott sidarnefnda
rikid kunni ekki 4 peim tima ad parfnast
fyrrnefndra upplysinga vegna eigin skatt-
heimtu.

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

pbannig ad pau leggi pa skyldu & samnings-

riki:

a) ad framkvema stjornsysluradstafanir
sem vikja fra 16gum og stjornsysluvenj-
um bess eda hins samningsrikisins;

b) ad veita upplysingar sem ekki er unnt
ad afla samkvaemt 16gum eda almenn-
um stjornsysluvenjum pess eda hins
samningsrikisins;

¢) ad veita upplysingar sem myndu ljostra
upp leyndarmalum eda framleidsluad-
ferdum a svidi vioskipta, atvinnumala,
i0nadar, verslunar eda sérfraedipekk-
ingar eda veita upplysingar sem myndu
strida gegn almannareglu (ordre public)
ef per veru gerdar opinberar.

4. Ef ber stjornvold samningsrikis 6ska pess
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is not contrary to the Convention includ-
ing information relating to the assessment
or collection of, the enforcement or pros-
ecution in respect of, or the determina-
tion of appeals in relation to, the taxes
covered by the Convention. The exchange
of information is not restricted by para-
graph 1 of Article 1 (General Scope) and
Article 2 (Taxes Covered). Any informa-
tion received by a Contracting State shall
be treated as secret in the same manner 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 assessment, collection or administra-
tion of, the enforcement or prosecution in
respect of, or the determination of appeals
in relation to the taxes referred to above, or
the oversight of the above. Such persons or
authorities shall use the information only
for such purposes. They may disclose the
information in public court proceedings or
in judicial decisions.

If information is requested by a Contracting

State in accordance with this Article, the

other Contracting State shall obtain that

information in the same manner and to
the same extent as if the tax of the first-
mentioned State were the tax of that other

State and were being imposed by that other

State, notwithstanding that the other State

may not, at that time, need such informa-

tion for purposes of its own tax.

In no case shall the provisions of para-

graphs 1 and 2 be construed so as to impose

on a Contracting State the obligation:

a) to carry out administrative measures
at variance with the laws and adminis-
trative practice of that or of the other
Contracting State;

b) to supply information which is not
obtainable 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,
commercial or professional secret or
trade process, or information, the dis-
closure of which would be contrary to
public policy (ordre public).

4. If specifically requested by the competent
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sérstaklega skulu beaer stjornvold i hinu
samningsrikinu veita upplysingar sam-
kvemt pessari grein i formi vitnisburdar
og stadfestra endurrita oObreyttra frum-
skjala (m.a. bdokhalds, greina, yfirlysinga,
skyrslna, greinargerda og ritverka), ad pvi
marki sem unnt er ad afla sliks vitnisburd-
ar og skjala samkvemt 16gum og stjorn-
sysluvenjum sidarnefnda rikisins ad pvi er
vardar skatta pess sjalfs.

Hvort samningsriki um sig skal leitast vid
ad innheimta fyrir hond hins samningsrik-
isins fjarhadir eftir pvi sem kann ad vera
naudsynlegt 1 pvi skyni ad tryggja ad eft-
irgjof samkvemt samningnum & skatti,
sem sidarnefnda rikid leggur 4, renni ekki
til adila sem ekki a rétt 4 slikri undanpagu.
Akvadi pessarar malsgreinar skylda hvor-
ugt samningsrikjanna til pess ad gripa til
stjornsysluradstafana sem feru i baga vid
fullveldi pess, 6ryggi eda almannareglu.

Bert stjornvald i samningsriki, sem hyggst
senda embeattismenn sina til hins samnings-
rikisins til pess ad taka viotol vid menn og
skoda bokhald og skyrslur med sampykki
peirra adila sem rannsokn beinist ad, skal
tilkynna beru stjornvaldi i hinu samnings-
rikinu um pau aform.

26. gr.
Sendiradsmenn og starfsmenn
reedisskrifstofa.

Ekkert i samningi pessum skal hafa ahrif a

skattaivilnanir sem sendiradsmenn eda starfs-
menn raedisskrifstofa njota samkvemt almenn-
um reglum pjodaréttar eda akvaedum sérstakra

samninga.
27. gr.
Gildistaka.
1. Samningur pessi er hadur fullgildingu i

samremi vid gildandi malsmedferd hvors
samningsrikis um sig. Samningsrikin skulu
skriflega tilkynna hvort 6dru eftir diplo-
matiskum leidum pegar gildandi malsmed-
ferd hvors um sig er lokid.

Samningurinn 6dlast gildi pann dag sem
seinni tilkynningin sem visad er til i 1. mgr.
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authority of a Contracting State, the com-
petent authority of the other Contracting
State shall provide information under this
Article in the form of depositions of wit-
nesses and authenticated copies of uned-
ited original documents (including books,
papers, statements, records, accounts, and
writings), to the same extent such depo-
sitions and documents can be obtained
under the laws and administrative practices
of that other State with respect to its own
taxes.

Each of the Contracting States shall
endeavor to collect on behalf of the other
Contracting State such amounts as may be
necessary to ensure that relief granted by
the Convention from taxation imposed by
that other State does not inure to the ben-
efit of persons not entitled thereto. This
paragraph shall not impose upon either
of the Contracting States the obligation
to carry out administrative measures that
would be contrary to its sovereignty, secu-
rity, or public policy.

The competent authority of a Contracting
State intending to send officials of that State
to the other Contracting State to interview
individuals and examine books and records
with the consent of the persons subject to
examination shall notify the competent
authority of the other Contracting State
of that intention.

ARTICLE 26
Members of Diplomatic Missions and
Consular Posts

Nothing in this Convention shall affect the

fiscal privileges of members of diplomatic mis-
sions or consular posts under the general rules
of international law or under the provisions of
special agreements.

1.

ARTICLE 27
Entry Into Force

This Convention shall be subject to rati-
fication in accordance with the applicable
procedures of each Contracting State. The
Contracting States shall notify each other
in writing, through diplomatic channels,
when their respective applicable procedures
have been satisfied.

The Convention shall enter into force on
the date of the later of the notifications
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er dagsett og koma akvadi hans til fram-
kvaemda i badum samningsrikjunum:

a) ad pvi er vardar stadgreidslu- eda
afdrattarskatta, vegna tekna sem aflad
er 1. januar eda sidar a pvi almanaks-
ari sem fylgir naest a eftir pvi ari pegar
samningurinn 6dlast gildi;

b) ad pvi er vardar adra skatta, vegna
skatta sem leggja ma & vegna skattars
sem byrjar 1. janmuar eda sidar & pvi
almanaksari sem fylgir nast & eftir pvi
ari pegar samningurinn 6dlast gildi.

Samningnum milli lydveldisins slands og

Bandarikja Nordur-Ameriku til ad kom-

ast hja tviskodttun og koma i veg fyrir und-

anskot fra skattlagningu & tekjur og eignir,
sem var undirritadur 7. mai 1975 (,.fyrri
samningurinn®), skal ekki lengur beitt ad
pvi er vardar sérhvern skatt fra peim degi
pbegar samningi pessum er beitt ad pvi er
pann skatt vardar skv. 2. mgr. pessarar
greinar. Hef®i adila, sem a rétt 4 avinningi
samkvaemt fyrri samningnum, borid réttur
til meiri avinnings samkvemt honum en
samningi pessum skal fyrri samningnum,
a0 vali fyrrnefnds adila, pratt fyrir malslio-
inn hér ad framan, afram beitt i heild sinni
ad pvi er pann adila vardar i 12 manudi fra
peim degi pegar akvedum samnings pessa
myndi annars hafa verid beitt skv. 2. mgr.
pessarar greinar. Fyrri samningnum skal
slitid pann dag pegar honum er beitt i sid-
asta sinn ad pvi er vardar skatta i samremi

vid framangreind akvadi pessarar mals-

greinar.

. bratt fyrir gildistoku samnings pessa skal
madur, sem a rétt a avinningi skv. 21. gr.
(Kennarar) fyrri samningsins pegar samn-
ingur pessi O0last gildi, eiga afram rétt a
peim avinningi uns madurinn myndi ekki
lengur eiga rétt & avinningi hefdi fyrri
samningurinn gilt afram.

28. gr.
Uppségn.
Samningur pessi skal gilda par til samnings-
riki segir honum upp. Hvort samningsriki um
sig getur sagt samningnum upp, eftir diplomat-
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referred to in paragraph 1, and its provi-

sions shall have effect in both Contracting

States:

a) in respect of taxes withheld at source,
on income derived on or after 1 January
in the calendar year next following the
year in which the Convention enters
into force;

b) in respect of other taxes, for taxes
chargeable for any tax year beginning
on or after 1 January in the calendar
year next following the year in which
the Convention enters into force.

. The Convention between the United States

of America and the Republic of Iceland for
the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with Respect
to Taxes on Income and Capital, signed
May 7, 1975, (“the prior Convention”)
shall cease to have effect in relation to any
tax from the date on which this Convention
has effect in relation to that tax in accor-
dance with paragraph 2 of this Article.
Notwithstanding the preceding sentence,
where any person entitled to benefits
under the prior Convention would have
been entitled to greater benefits thereun-
der than under this Convention, the prior
Convention shall, at the election of such
person, continue to have effect in its entire-
ty with respect to such person for a twelve-
month period from the date on which the
provisions of this Convention otherwise
would have effect under paragraph 2 of
this Article. The prior Convention shall
terminate on the last date on which it has
effect in relation to any tax in accordance
with the foregoing provisions of this para-
graph.

. Notwithstanding the entry into force of

this Convention, an individual who was
entitled to benefits of Article 21 (Teachers)
of the prior Convention at the time of the
entry into force of this Convention shall
continue to be entitled to such benefits
until such time as the individual would
cease to be entitled to benefits if the prior
Convention remained in force.

ARTICLE 28
Termination
This Convention shall remain in force

until terminated by a Contracting State.
Either Contracting State may terminate the
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iskum leidum, med skriflegri tilkynningu um
uppsogn eigi sidar en sex manudum fyrir lok
almanaksars. 1 sliku tilviki skal samningnum
ekki beitt i samningsrikjunum:

a) a0 pvi er vardar stadgreidslu- eda
afdrattarskatta, vegna tekna sem aflad
er 1. januar eda sidar a pvi almanaks-
ari sem fylgir nast a eftir pvi ari pegar
tilkynningin er afhent;

b) ad pvi er vardar adra skatta, vegna
skatta sem leggja ma a vegna skatt-
ars sem hefst 1. jantiar eda sidar a pvi
almanaksari sem fylgir nast & eftir pvi
ari pegar tilkynningin er afhent.

PESSU TIL STADFESTU hafa undirrit-
adir, sem til pess hafa fullt umbod rikisstjorna
sinna, undirritad samning pennan.

Gjort i tviriti i Washington hinn 23. oktober
2007 & islensku og ensku og eru badir textar
jafngildir.

FYRIR HOND RIKISSTIORNAR
ISLANDS:

Arni M. Mathiesen

FYRIR HOND RIKISSTIORNAR
BANDARIKJA NORDUR-AMERIKU:

Robert M. Kimmit
BOKUN

Vid undirritun samningsins milli rikisstjorn-
ar Islands og rikisstjornar Bandarikja Nordur-
Ameriku til ad komast hja tviskdttun og koma
i veg fyrir undanskot fra skattlagningu a tekjur
hafa undirritadir ordid asattir um eftirfarandi
vidbotarakvaedi sem skulu vera 6adskiljanleg-
ur hluti fyrrnefnds samnings.

1. AOd pvier vardar 3. gr. (Almennar skilgrein-
ingar).

Eftirfarandi telst uppfylla krofur I-lidar 1.
mgr.:

a) A Islandi: sérhver lifeyrissjodur eda lif-
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Convention, through diplomatic channels, by
giving notice of termination in writing at least
six months before the end of any calendar
year. In such event, the Convention shall cease
to have effect in both Contracting States:

a) in respect of taxes withheld at source,
on income derived on or after 1 January
in the calendar year next following the
year in which the notice is given;

b) in respect of other taxes, for taxes
chargeable for any tax year beginning
on or after 1 January in the calendar
year next following the year in which
the notice is given.

IN WITNESS WHEREOF the under-
signed, being duly authorized thereto by their
respective  Governments, have signed this
Convention.

Done in duplicate at Washington on this
23rd day of October 2007 in the Icelandic and
English languages, both texts being equally
authentic.

FOR THE GOVERNMENT OF
ICELAND:

Arni M. Mathiesen

FOR THE GOVERNMENT OF
THE UNITED STATES OF AMERICA:

Robert M. Kimmit
PROTOCOL

At the signing of the Convention concluded
today between the Government of Iceland
and the Government of the United States of
America for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with
Respect to Taxes on Income, the undersigned
have agreed upon the following additional pro-
visions which shall form an integral part of the
said Convention.

1. With reference to Article 3 (General
Definitions).

The following shall be considered to meet
the requirements of subparagraph 1) of
paragraph 1:

a) in Iceland: any pension fund or pension



eyriskerfi, sem er vidurkennt samkvaemt
16gum um lifeyri eda lifeyriskerfi, sému
eda ad verulegu leyti svipadrar tegund-
ar, sem stofnad er samkvemt logum
sem eru sampykkt eftir undirritun
samningsins.

b) [ Bandarikjunum: vidurkennd kerfi skv.
1id 401(a) i 16gum um tekjur rikisins af
skattheimtu, einkaeftirlaunakerfi (par
med talin einkaeftirlaunakerfi sem eru
hluti af einféldudu lifeyriskerfi starfs-
manna sem uppfyllir skilyrdi lidar
408(k), einkaeftirlaunareikningar, lif-
eyrisgreidslur einkaeftirlauna, reikn-
ingar skv. 1id 408(p) og einkaeftirlauna-
reikningar kenndir vid Roth (Roth
IRA) skv. 1id 408A), opinber kerfi skv.
1id 457(g), vidurkennd greidslukerfi skv.
1id 403(a) og kerfi skv. 1id 403(b) eda
onnur kerfi, somu eda ad verulegu leyti
svipadrar tegundar, sem verda til sam-
kvemt 16gum sem eru sampykkt eftir
undirritun samningsins.

2. A0 pvi er vardar 7. gr. (Hagnadur af

atvinnurekstri).

Meginreglur vidmidunarreglna Efnahags-
og framfarastofnunarinnar (OECD) gilda
med 16gjofnun um akvordun hagnadar sem
rekja ma til fastrar atvinnustédvar. Af pvi
leidir ad heimilt er ad beita sérhverri adferd
sem par er lyst, par med toldum adferdum
sem taka til hagnadar, til pess ad akvarda
tekjur fastrar atvinnustddvar, svo fremi ad
peim adferdum sé beitt samkvaemt vidmio-
unarreglunum.

. Akvadi 7. gr. (Hagnadur af atvinnurekstri)
og 23. gr. (Bann vid mismunun) koma
hvorki i veg fyrir ad Island geti afram
skattlagt fastar atvinnustodvar bandariskra
vatryggingafélaga i samremi vid akvaedi 3.
lidar 2. mgr. 70. gr. islensku skattalaganna
né ad Bandarikin skattleggi afram fastar
atvinnustodvar islenskra vatryggingafélaga
i samrami vid 1id 842(b) 1 16gum um tekjur
rikisins af skattheimtu.

. Ad pvi er vardar 8. og 9. mgr. 10. gr.
(Ardur).

Meginreglan , fjarhed jafngild ardi“, eins
og hun birtist i bandariskum 16gum, pjon-
ar peim tilgangi ad namunda pann hluta
peirra tekna, er um getur i 7. mgr. 10. gr.,
sem jafnast & vi0 pa fjarhed sem myndi
verda uthlutad sem ardi ef slikra tekna
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plan qualified under the Pension Act
or any identical or substantially similar
schemes which are created under any
law enacted after the signature of the
Convention.

b) in the United States, qualified plans
under section 401(a) of the Internal
Revenue Code, individual retirement
plans (including individual retirement
plans that are part of a simplified
employee pension plan that satisfies
section 408(k), individual retirement
accounts, individual retirement annui-
ties, section 408(p) accounts, and Roth
IRAs under section 408A), section
457(g) governmental plans, section
403(a) qualified annuity plans, and sec-
tion 403(b) plans, or any identical or
substantially similar schemes which are
created under any law enacted after the
signature of the Convention.

2. With reference to Article 7 (Business

Profits).

The principles of the OECD Transfer
Pricing Guidelines shall apply, by analogy,
for the purposes of determining the profits
attributable to a permanent establishment.
Accordingly, any of the methods described
therein, including profits methods, may be
used to determine the income of a perma-
nent establishment so long as those meth-
ods are applied in accordance with the
Guidelines.

. Articles 7 (Business Profits) and 23 (Non-

Discrimination) shall not prevent Iceland
from continuing to tax permanent estab-
lishments of United States insurance
companies in accordance with Article 70,
paragraph 2, section 3 of the Icelandic Tax
Code, nor shall it prevent the United States
from continuing to tax permanent estab-
lishments of Icelandic insurance compa-
nies in accordance with section 842 (b) of
the Internal Revenue Code.

. With reference to paragraphs 8 and 9 of

Article 10 (Dividends).

The general principle of the “dividend
equivalent amount”, as used in United
States law, is to approximate that portion
of the income mentioned in paragraph 7 of
Article 10 that is comparable to the amount
that would be distributed as a dividend if
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veri aflad af dotturfélagi sem er stofnad
sem 16gadili i Bandarikjunum. Fjarhad
jafngild ardi, ad pvi er vardar erlent hluta-
félag, er, fyrir hvert ar, jafnha peim tekjum
eftir skatta sem rekja ma til: i) tekna hins
erlenda hlutafélags sem rekja ma til fastr-
ar atvinnustédvar i Bandarikjunum, ii)
tekna bess af fasteign i Bandarikjunum
sem eru skattlagdar & hreinum grunni skv.
6. gr. (Tekjur af fasteign) og iii) hagnadar
pess af hlut i fasteign sem er skattlagd-
ur i Bandarikjunum skv. 1. mgr. 13. gr.
(Soluhagnadur af eignum), sem laekkar af
voldum aukningar nettofjarfestinga erlenda
hlutafélagsins i bandariskum eignum eda
hakkar af voldum minni nettofjarfestinga
erlenda hlutafélagsins i bandariskum eign-
um.

5. A0 pvi er vardar 16. gr. (Listamenn og

ipréttamenn).

Ekkert kemur i veg fyrir a0 samningsriki
dragi skatt af slikum greidslum samkvaemt
landslogum. Ef adeins er hins vegar heimilt
ad skattleggja slikt endurgjald eda tekjur i
hinu samningsrikinu samkvemt akvedum
pessarar greinar skal fyrrnefnda samnings-
rikid endurgreida skattinn, sem pannig er
af dreginn, komi fram krafa par um sem
16g0 er fram med tilhlydilegum hetti. Slika
krofu skal leggja fram hja skattayfirvold-
um, sem hafa innheimt hinn afdregna skatt,
innan fimm ara fra lokum pess almanaks-
ars pegar skatturinn var af dreginn.

. AQ pvi er vardar 21. gr. (Takmarkanir sem
gilda um avinning).

Ber stjornvold i samningsrikjunum skulu
eiga samrad sin 4 milli i pvi skyni ad
koma pvi til leidar ad akvaedum pessarar
greinar verdi beitt med peim hetti sem
badi rikin geta s®tt sig vid. Ber stjorn-
vold skulu, i samremi vid akvedi 25. gr.
(Upplysingaskipti og stjornsysluadstod),
skiptast & naudsynlegum upplysingum til
pess ad akvadi pessarar greinar geti komid
til framkvemda.

. Ad bvi er vardar 25. gr. (Upplysingaskipti
og stjornsysluadstod).

Valdheimildir bers stjornvalds hvors
samningsrikis um sig til pess ad afla sér
upplysinga fela m.a. 1 sér heimildir til pess
ad afla sér upplysinga, sem fjarmalastofn-
anir, tilnefndir adilar eda umbods- eda
fjarvorsluadilar bua yfir (ad undanskildum
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such income were earned by a subsidiary
incorporated in the United States. For
any year, a foreign corporation’s dividend
equivalent amount is equal to the after-
tax earnings attributable to the foreign
corporation’s (i) income attributable to
a permanent establishment in the United
States, (ii) income from real property in the
United States that is taxed on a net basis
under Article 6 (Income from Immovable
Property (Real Property)), and (iii) gain
from a real property interest taxable by the
United States under paragraph 1 of Article
13 (Capital Gains), reduced by any increase
in the foreign corporation’s net investment
in U.S. assets or increased by any reduction
in the foreign corporation’s net investment
in U.S. assets.

. With reference to Article 16 (Artistes and

Sportsmen).

Nothing shall preclude a Contracting State
from withholding tax from such payments
according to its domestic laws. However, if
according to the provisions of this Article,
such remuneration or income may only be
taxed in the other Contracting State, the
first-mentioned Contracting State shall
make a refund of the tax so withheld upon
a duly filed claim. Such claim must be filed
with the tax authorities that have collected
the withholding tax within five years after
the close of the calendar year in which the
tax was withheld.

. With reference to Article 21 (Limitation on

Benefits).

The competent authorities of the
Contracting States shall consult together
with a view to developing a commonly
agreed application of the provisions of
this Article. The competent authorities
shall, in accordance with the provisions of
Article 25 (Exchange of Information and
Administrative Assistance), exchange such
information as is necessary for carrying out
the provisions of this Article.

. With reference to Article 25 (Exchange

of Information and Administrative
Assistance).

The powers of each Contracting State’s
competent authority to obtain informa-
tion include powers to obtain information
held by financial institutions, nominees, or
persons acting in an agency or fiduciary
capacity (not including information that
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upplysingum sem myndu opinbera trun-
adarsamskipti milli skjolstedings og 10g-
manns, 16gfraedilegs radgjafa eda annars
logfredilegs fulltrua, leiti skjolstedingur
eftir 16gfrediradgjof), og upplysinga um
eignarhald 16gadila og pad ad bert stjorn-
vald hvors samningsrikis um sig geti midl-
ad slikum upplysingum samkvaemt akvad-
um greinarinnar.

PESSU TIL STADBFESTU hafa undirrit-
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would reveal confidential communications
between a client and an attorney, solici-
tor or other legal representative, where
the client seeks legal advice), and infor-
mation relating to the ownership of legal
persons, and that each Contracting State’s
competent authority are able to exchange
such information in accordance with the
Article.

IN WITNESS WHEREOF the undersigned,

adir, sem til pess hafa fullt umbod rikisstjérna
sinna, undirritad bokun pessa.

being duly authorized thereto by their respec-
tive Governments, have signed this Protocol.

Gjort 1 tviriti i Washington hinn 23. oktober
2007 a islensku og ensku og eru badir textar

Done in duplicate at Washington on this
23rd day of October 2007 in the Icelandic and

jafngildir. English languages, both texts being equally
authentic.
FYRIR HOND RIKISSTJORNAR FOR THE GOVERNMENT OF
ISLANDS ICELAND:
Arni M. Mathiesen Arni M. Mathiesen
FYRIR HOND RiKISSTJORNAR FOR THE GOVERNMENT OF

BANDARIKJA NORDUR-AMERIKU

Robert M. Kimmit

THE UNITED STATES OF AMERICA:

Robert M. Kimmit

C-deild — Utgafud.: 31. desember 2008



