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Stage:  We bo of old—

: W
Minister e propose therefore ;fﬁ

initi

gciggﬂled by ficials and before they

t—h—ad;_—adei\r:g-for signature.

by a i +s—stage they Iould be accompanied

si .bm_ note drawind attention to novel OY
gnificant features / fuller priefing tO be

provided as at presen when the i

Merits Committee have been arranged OF in

answer to any specific queries Ministers may

wish to put. ;
yelote
These agreements fol ch%-standard
peen 1laid down

pattern the 1ines of which have

this reason past practice has been in general
em up for specific apprOVal.

not to refer th
rom the standard form

Important variations A
would normally be referred €O Ministers during

.the course of negotiationss and this will
continue. Ministers have been continuously

informed of progress on the revision of the
agreement with the USA and we sent a detailed
note on the jmportant points shortly after o
was jnitialled. 1t is to be signed before
the end of this month and we assume therefore
that Ministers will not wish to have this
agreement put up to them undexr the proposed

new arr angemen ts.

2 We are looking into the question of
swings and roundabouts mentioned in your
second paragraph and will send a further

minute as soon as possible.
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e 7 A" Starutory Instruments
MR. SHELDON.] y
is. These are matters about which
4 inquiries by

Minister makes [ )
son of the Agreement itself. It 1s
traordinarily difficult to find the num-

however. asked for certain information
on this in general. 1 do not think that
this is a particularly important aspect of
it, and it may be that we can devise some
means of checking the assertions that
we make concerning the balance of ad-
vantage in these matters.

There is no question of wealth tax

being involved because there is no such
" 1ax in operation. That will be subject to
decisions of the House.

I turn now to the double taxation
agreement with Hungary. This is not,
in_ fact, the first such agreement, as I
said in my opening remarks. We have
an agreement with the Soviet Union
which also concerns air transport. As to
the number of Hungarian employees
who are likely to benefit—nobody else
will benefit—it is hard for me to make
an assessment of the numbers actually
working with the airlines. It will clearly
depend on the amount of business

Statutory Instruments 3

of business will increase and will affect
the numbers.

. 1f the hon. Gentleman will allow me
to say so, 1 do not think that this 1s a
Very 'important point. Clearly the costs

have been going for many Yyears. &
should also pay a personal tribute to
him, because we know that there 1s no
Treasury Minister who is more
conscientious than he is. I am particu-
larly glad that he has promised to
monitor the double taxation agreements.
The two before us are of limited scope
but there are some very important ones.

[ simply ask the hon. Gentleman
whether he will find some means by
which the outcome of his monitoring of
double taxation agreements, including
the important ones which we have with
bigger countries on a bigger scale, can
be made available to the House and to
the public. Monitoring within the
cloistered confines of the Treasury is
one thing, but we should iike the
monitoring to be such that Parliament
is able to play its part.

ors  involved because, although the and benefits will be 1‘_0ughly_ cq\{a‘..{Tl}c —
orecment may actually be in effect, one npumber of l_-Iunganan air staf mf . Bener
tan never be in a position to know for  Britain approximately equates to t'halt 30 heptesirslc
Seertain how many people are likely to  the British personnel in Hgﬂgﬁfb;l Fiaicy? oL P St
benefit from it. One can make some pot think that the net gain OT 'oasihl_.g of T
‘assessment, however, of how much will something that need concern us lai \ul-c
be gained or lost as a result. After all,  stage, although, as I have said, }Mt:c?hc«;ﬂ
that is what is important. We reckon—  come to look at the way in ‘whic '=hﬂv
this is a formula that is always used in  matters work I think this will be useful.
these matters—that the result we have What is important is that [ hope, as a
is about as fair a result as we can get. result of the initiative that [ hd;:é
I__have personally gonc into__the taken, over the next year of t“:;.ofablc
Question_of how we can monitor double able to place this In the moFe IiC oo S
taxation acreements to imake sure that area of being able to assess Hla hia
{he resulis of the arrangements that we we claim and that which actually ra,sumé & "
make—allliouch thev cannoi_be pre- [ am hoping that we may get.f 510 A
dicied exactly at the time ot the negotia-  pointers which would be use ut i ¢ m
Tone—are subsequchilv Seen To be ovenly  extending the area of the double taxa
balanced or even, if_anvining, to_be a tion agreement so that at any rate we Paxs
[fitle o5 1he plus side. and there is no can see that, not only are we assisting
harm in _that. in the wider international financial _——
There are difficulties. First, the length activity from which we }uill benefit, but
of time to file the returns makes it that if there are any gains Orf losses we D1
difficult. The first Order of this kind was are fairly covered. B
in the summer of'l973 and results there il ety oo orateful to e
are only now coming through. Also, the . % : 1 k :
ay in ic ibuti ks Financial Secretary. As he well Knows, 18
way in which the aftribution can be i ~cent the principle
made produces some complexity. I have, W& Oon this side fully accep princip
L e it * of double taxation agreements, which 1

Mr. Sheldon : Perhaps I may maintain
the fairly narrow claim which 1 made
concerning the monitoring. I am

how_monitoring can best be |

undertaken both by Malev, the
Hungarian airline, and by our own, It
is expected and hoped that the amount

i
S L ;_E_._.





































Mr Collins

DOUBLE
LE TAXATION AGREEMENTS

10 In
your disc i N

ézbout the Uniteduiiiog with the Financial Secretary ©n 3 December

roe Islands and H gdom double taxation agreements with the
of a review of r ungary) you agreed to investigate the possibilities
imbalances of s ?Cent double taxation agreements to see whether any
the Financiwal wings and roundabouts were revealed. You also told

Secretary that we would think about the procedure for

ivin :
g g double taxation agreements the force of law.

Swings and Roundabouts

and roundabouts of

g.ub Three ways of monitoring some of the

ouble taxation agreements occur Eo) e through inspectors of taxes,
from the Inspector of Foreign Dividends and by looking at the

flows between countries compiled by the pDepartment of Trade:

i. through inspectors of taxes
ents which are processed

tails of assessmt
Mr Meadows has summarised some

ary (Annex pA). A snag of
purpose seems to be that

by country (although T

le if time-consuming to conduct
Statistics Division
nts made under

Inspectors report de

by Statistics Division.
details in his minute of 12 Janu

using this information for Ehals
the amounts are not broken down

suppose that it would be possib
As you will see,

some sample checks) .
have not yet processed any reports oOf assessme
the imputation systemn.

f Foreign Dividends (also cI(Claims) and

from the Inspector O

CcI (PD) Foreign Section)
rts of gross dividends paid

IFD circulate half-yearly repo
by United Kingdom companies to qualifying non-residents

relieved at source OX by repayment. The latest reports we
have are for the half-year ended 5 October 1975 (Annex B) .
These figures are by country and are thus perhaps more info-
rmative. Of course poth these sets of figures f(a)sand fhd) ]
are one-sided and do not therefore provide any comparison

with flows the other way round.

ii.

iii. income flows between countries
The Department of rTrade send us flows on application.
They are broken down into dividends, unremitted net profits
of subsidiaries, interest, net profits of branches and
royalties and cover both inward and outward investment.

(They are based on the voluntary returns of firms). Examples
for the United States are. attached (Annex c). Similar figure
are also published in the Business Monitor by the Department
of Trade. One disadvantage of using this information is that
it does not show what relief has actually been given but 1%
is possible to compute what could be due by working out the

tax takes of the two countries (cf Annex D

third of these method
ble for this purpose,

3 It seems to me that the s of assessing
and I have looke

relief may be the most suita

(‘-nnt/-.l.!.
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DOUBLE TAXATION AGREEMENTS
ecretar

1l The Financial S name
that at the time when ne double t

agreements with depedivn 3% _ .

Hungary were being corg o investigate \
pecember W€ a £ recent

e whether \

House in >
the possibilltle
tion agre dabouts

double taxa .
any imbalances<3fsW1ng

were revealed.
report on this

Esa
We are now making S e

20
r minute ©

further to ou
a5 The Financial sSecr
know that a committee © : S
resentatlves has
Inland Revenue rep - = e

i o
reviewing the whole guestion :
1ief on the instructions of

taxation re
the Paymaster General.
c

JiecElol double taxation

4. The United Kingdom seeks in two ways
or substantially reduce, the

double taxation which occurs when the
ed in the hands of the

same income is tax _
wo countries. Bipsty; ikt e

same taxpayer in t .
has made between 60 and 70 double taxation
agreements under which each country agrees

to give up or reduce its tax in certain
specified kinds of case by exemption,
reduction of rate or giving credit for
overseas tax on income which is not

exempted and so doubly taxed. Secondly,
where relief is not due under an agreement,
relief for overseas tax is given

unilaterally.

etary will of course
£ Treasury and

The re

to prevent,

54 Our double taxation a
' greements usuall
nggrlse some 25 e&d articles covering .
1v1§1ends, interest, royalties and branch
s Lg:gﬁ;‘;s (wlét)are the cost of relief can be
ican ;
é]u\ , & number of other subjects

ng sslaret, such as 10
pensions andjteach i
-zguld sogetimes be possiblzriuzhizi lgs
matggigtliy the cost of relief'and fin%%ly
unquantigieii the cost is completely
el e able but the intangible benefit
onsiderable (such as providing thzt.

our Industry is not di '
: is i '
when it trades abroad).crlmlnated b o

b v

-4



P
&

Dividends Articles
i mle 18 g
\ i vi g Axtic :
The DlVldené Bl e =
imp at an

6.
r the most
i e

by fa

concerned and 1t
purposes of t
briefly-

et the
7 we normall g ;

country's withh
z 15 per ceni

Under the imputation sysS :
o % no withholdind tax
hich the

form at least, :
dividends and thus nothing on whi
normal type of pividends Article can

done therefore is to offer

the tax cre

domestic law
residents) to portfolio shareholders Yrecs=

ident in the other country subject to
United Kingdom tax at a minimum of 15 per
cent on the aggregate of the dividend and
the tax credit. We have until just
recently refused to offer the tax credit to
trade investors. In return for the oEfex -3
of the tax credit to portfolio shareholders
our aim has in general been to get the

it is a developing

other country (unless 1
duce sits withholding tax on

country) to re §
dividends to &ire +t shareholdexs ‘to 5 per -
i o

e

cent.

Other~Articléé'n

8. The other main subj
ments are the following?ecgzmginigz 292§?—
ating through branches in the other L
gggiory (whioh is the normal pattern for
orotggg 3nd 1ns?rance companies) are
?articlee (wi}'f a 'permanent establishment'
s o f}Ch prescribes rules for taxing
articlepili itg). ' Under our shiniad
with the ciuizle taxing.right g i
i ghin e Fy.o'f residence. Professors
ot s visiting the other count

rom exemption of earnings 'FQ];Y



. jglt b isi
tah durlnqei v]z;md temporaii i;e other
ion
i %i;e Interest and_royaé country¥ of \
coun g s
le
rmall taxable = = o
igsidenﬁe. IndLV}dgaii he other caiigﬁf \
3 : estll’l A min !
tradlng O;e;2¥it of a non—dlscrl \
have the

article.
\

ReciErocitY : .
; ald make 1
9 A general we We ry much ;

a.double raxatio

a bargain struck
and it is often eXP

dif feren
therefore
whole agre
articles.

nd not i

ement a
£ficulty 9

The di

of some ar

others and t : -
letely unquantiflable in term '

Monitoring of agreements
ary asked what =

)
The Financial gecret A
y the balance >

10.
checks were made on the way +
of our agreements was maintained and we ke,
regular 9
= ]

said that while we di

review of our agreements we wou

be aware of any changes in balan
eration - if,

ce in the
for

course of their op

example, we received a claim for a large 66

amount of relief under a provision in an

article which we had not estimated to be

expensive.

k. We have regular sources of infoxm= S

ation which can be of assistance in assess-?

ing the cost of double taxation relief.

These are returns by inspectors of taxes B
d

of relief given and details of income flows
:from the Department of Trade (ie dividends
interest, royalties and branch profits) in'
respect of most but not all of our treaty
countries. The former of course only
iﬁfleCt the traffic one way and do not
thzriigre provide any comparison with flows
i hgdwgg rrlgténd];1 Thi latter on the We

ot show what relief n
actually been given but it is poss'g?_s
compute from them what are 1li s
been the tax takes of th e o

e two countries.
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, Fpinanc adt x

chat tD D aa 10 \

< understan@ - nteres ’ \

éZ-rEtgiY was Partlcular%%_ the cOEROEL \
B i of BRY changes - | . he E
o : m in oduced 1 qures is \
tion taX syS 5 ave : - ‘
ar for whic therefOfC 4 3
2 £ re jef \

latest Y€ 7
and it 15
a73 he cost OIt e hoped \t i

in fact 1
i e
possible ro compar ohange

pefore an

that figu
within the next

under our
under our
rather than & _
deduction from lncomind
c i e

ection 516, Incom

. is about

Act 1970) ¢
non-oil company taxes @
million for 0il company

ion Taxes \

£165 million for
0 ik

d (1 31)0) = 15
taxes -

We have also been examinl

14.

i e flows provided by _

;2232 for several of our major treaty

partners -~ australia, canada, Fragce,

Western Germany s Japan, gouth Africa an

the United states for the last few years e

for which figures are available 1970 to g
at the

It is clear f
nts have no

1973 )% _ 7
proportion of the amou t ‘(Wlth a re’
few exceptions) altered very signlflcantly & 5
so that wit irly static and comp~

arable tax ra ere in force

during the perio
expected that the balance O

changed appreciably.

£ the agreements 56

15, It would be possible in some cases
to obtain figures from other sources in .
respect of some of the other articles in
our agreements. For example, we may some~
times be able to get details of temporary -
workers, teachers, Or pensions paid 1
abroad,_, and indeed have done sO in some
cases in the past, but such figures are
often incomplete and do not in any event
reflect revenue flows of any very signif-
igant size. fos we have mentioned above,
aseiﬁels a third category of articles such
ol non-discrimination article whose -'

efits are so intangible (but . ‘
less consid Bt e

erable) as to be
e incapable of

-
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I
el MOXS e
to Ministers durind Lth&ﬂ1 infolmdtlt’ Sk \
to minsters, Sicns. SUTC of £ne Ui'iome |\
. useful in e R > have = \
E ~ Ccas . insis = %
timea mgreed 1D the —ur appx® o the \
i to modify o idence havind £ %
account .
A

countries- ! : e.

onlot negOtlitln%iin to apbide
iga

somelmegié gb g odel

have previ B
we have in ne R
deal we can un

i i the
As far as monitorind :
ve been made 1S

185
s after they ha

agreement
concerned,

to provide Ministe

a regular basis (although :

do this work,dependlng 1

£ we woulcC

extra staff to . ;
on the size of the monitoring) bu .
el difficultles of

assessing the swing
agreements as a whole and the othe
vantages mentioned abov i
misleading and unwise to
The alterna

information.
to report to Ministers on th
tives when we

publish this
tive is to continue

e costs of the E;EB
are negotiat-

various alterna

ing agreements OI when any significant

changes in the palance of existing agree-

ments become apparent. 166

Statutory Instruments

19 The Financial Secretary also .
5.

discussed with Mr Collins on 3 Decemberxr
the procedure for presenting Statutory

Instruments to Parliament.

2.0, We have been considerin
;fzr;hei and are advised that ?:hzhisealzzgtefzr
aggeg;eitpizsiizitiig tot?arliament of each
: re taxation is
igqiiizzazy the consent of Parlia;:niﬁgzsed
s subjeci make the treaty binding upon
o - or enforceable by officers bi

. Although the object of double

PR o
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REPORT OF GROSS .
QELE?;y?r GROSS DIVIDENDS PAID BY UNITED KINGDOM kS 10
. NG NON--RESIDENTS RELIEVED AT SOURCE OR BY REPAYMENT n L
530‘-: / {b

jyidends relieved
on Agreementg . :
ds relieved by cl(Claims) \
figures below; Fhese S
Statistics Division- The flgurest BN ek
substantial amounts of 1n§eres 'fuliy
distinguish come ﬁ
d rate of tax.

i t and at
elieved bY repaymen ;
d analyses the rellef ae T \
her analyses portfollo relie !
ble III summarises, country \

HALF YEAR ENDED 5 OCTOBER 1975
ompany d :
ble Taxatl

This report sets out information about United Kingdom €
at source or by repayment by 1FD under the terms of Dou
(other than that with the Republic of Ireland). Dividen
and ?I{PD) Foreign Seclion are not included in the
particulars are supplied direct to the
relate solely to dividends. In addition,
etc_are similarly relieved. The tables do not
relieved and that only relieved down to & specifie
ividends r
lier periods) an
Table II furt
lief, whilst Ta
ceived in IFD.

Table I indicates the total amount of d
source (with comparable figures for ear
between direct and portfolio investment .
according to the method of giving the re
by country, the numbers of repayment claims re
ross dividends relieved amounted to
f-years are given in Column‘1_of

of re-negotiation of the dividend
fer a title to the tax credit
fter 5 April 1973, this
er the imputation system.

i1f-year in

OVERALL POSITION
975 the g

In the half-year ended 5 October 1 .
£m7.3. The corresponding figures for previous hal
low progress

Table I below. Due to the continued s
Agreements so as to con
gdom companies &

articles in Double Taxation
applicable to dividends paid by United Kin
figure remains below what might be regarded as the norm und :
the small increase recorded in the report for the previous hg
by repayment on portfolio dividends following the _
hereby British subjects are able to obtain
h dividends under the

However,
te) on suc
Fluctuations in the figures

the amount of relief given
introduction of the simplified procedure W
e tax as appropria

payment of tax credit (less incom
terms of the existing agreements, has been maintained.
through variations in timing of claims

for particular countries sometimes arise
within this category - thus residents of Malta were quick to take advantage of the
procedure in the half-year to 5 April 1975 and the figure for the current half-year
The very recent extension of this procedure to residents
The much larger figures

has fallen off somewhat.
of Rhodesia is expected to be reflected in the next report.
5 October 1973 related in the main to direct
5 April 1973. The continued

of dividends relieved in periods to
investment, which does not qualify for relief after
fgll in the figures shown in Appendix A shows that almost all claims relating to
d}r?ct investmen? have now been processed. Accordingly, the great majority of the
dividends shown in the present report relate to portfolio investment.
The 'P' arrangement figure arises from three cases i i i
: : es in which retrospective relief

ﬁ;?rce was given in r?s?ect of dividends due before 6 April 1973. pThe revisedé .
Fhlk;rrangement for giving credit at source has now been extended to Malta and the
i Bzgfllslan§s Put the 'Qf arrangement is still limited to Malaysia. Discussions

continuing regarding the proposed credit at source scheme for dividends

on shares belonging to French residents registered in the name of SICOVAM

Most of the repayment claims b
: French resident i ] !
s yme y idents now bei
nited Kingdom dividends a;; renewal claims; about 30% oggtizcgiizﬁeigaresif)::t Oi
e rate of receipt of claims is largely dependent ;:?t;;

to fluctuate considerabl

Y. Whereas a particular
vious half-year's report, the number received i#%iﬁiigh
ar ended 5 October 1974.

to years before 1973/74
French banks and is liable

figure was shown in the pre
current half-year is similar to that for the half-ye
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1 APPENDIX A ;
VIDENDS

G . PER COUNTRY ANALYSIS OF DIRECT INVESTMENT I .
ROSS DIVIDENDS PAID BY UK COMPANIES RELIEVED FROM UK INCOTJ:;,"{, A?l‘.o‘“f,(,,, OR MORE
WHERE THE HOLDING BY THE OVERSEAS COMPANY AMOUNYE 53 B

PERIOD ENDED =,
COUNTRY Rt 19?,). “111...‘\’12 >
i l-&' e ke _
D sl o S yoiggae I Beka1BT e i
] P Lo 30
£ £ £ - i i
Australia 526,907 542 ,038 ': A - 3
B i 53 800 240,831 “ . - g
4 | Canada Y 6, 7:730 80,000 2 ¥ -
- Deoneri G 7254266 23999 s 17,395 N
_ [ 154 e A i) = 2
| Finland = 127,929 = 6,278
| : oL 1,360,153 2,313,717 128,770 531.‘3)10‘; : g
ll: Germany (Federal 269,217 1,029,757 1,4l 2h, 3 ¥
3 f Republic of) 597 = ;4
B¢ Israel 54, 761 - 19,597 i j
i Italy 150,112 1,588,773 5 » = 3
' ; Japan 55,545 18,866 % 5 5 %
{ o Luxembourg 4,500,000 2,561,700 . = -
¢ Malaysia 5 i 5 5 E 6 89-'
I Malta 10,013 = s = s
J  Netherlands 3,534,507 24,347,345 743,782
M Netherlands i 80,000 - - >
: Antilles et -
y New Zealand 184,299 219,399 3 4
v Norway 790,000 4,283,500 & 2
y¢e Portugal 66,1&23 13 ,gﬁg - = 7
Ni  Bingapore 131,5 ' s o
N¢ South Africa 1,273,838 3,036,639 42,896 u75 -
g: Swaziland 9,955 - = = :
St Sweden 3,920,984 2,857,829 190,0(?0 -
ge Switzerland 9,818,748 14,347,311 239,171 2,728 11,291 3.
gy Trinidad & Tobago - 32,500 - - i
1 USA 152,665,082 | 111,179,994 2,355,673 8,800 -
o Virgin Islands - 2,450,000 - = .
W Zambia - = - & P
Totals 180,826,389 | 178,368,153 | 3,810,330 594,918 3k, 96k

NOTE: This table includes all 10% holding cases, irrespective of whether the normal ¢

g Preferential rate of relief was appropriate.
e figures shown for the half-years other than that ended 5 April 1973 represent d

paid up to 5 April 1 : ;
s s ani, p 973 but for which the requisite reports or claims were received






APPENDIX © _
Do RELIEVED nY FII,I‘AIH.IH

o pY REPAYD
[DENTES ELIEVED FroM UKLT LY WHE

__#/ g ..,

PER COUNTRY ANALYSIS OF PORTFOLIO DIVIDEN T

UROBS DIVIDENDS PAID BY UK COMPANIES TO QUALIFYING NONW=REG

PLRIOD ENDED N
COUNTRY s N IR 6.141975" 5010.197F#
5ela 1973 501019720 54La 19740 __i:)_',_J._‘_-——- £
: b Ldils
; ; [ £ 66 s
Antigua o % ot 2,630 o 807%,161 1,2 2:})‘),)
Austraite 1,050,372 1,425,618 988,12 20,67 14,022 51 Ly
el 123,652 26,202 B 1145199 2253 "8,696
Barbados 13,122 27,06l 24,670 al 856 22,252 s
Bolgium 211,991 147,272 G‘J.];? 118 La2 i
Botawana ¢ 215 prricd ,6Lb6 = o
Br Honduras (Belize) 7,_‘53 952 "E’_‘:’ : 089 i hU-
Br Solomon Islands 206 952 I'J‘_E T- ¥ =
Brunet - = - " T OER
Burma - ” ‘ 5 659,79 823,952
Canada 1,070,491 1,220,173 697,058 h?,éj“':g 8,805 f]f 'j{f)
Cyprus 16,033 21,952 ’5"4.6!45 @9'-125 261,185 100, JLJO
Denmark 15,958 168,149 252,718 Falers 500 3
Dominica 1::‘92 838 682 oly% 1,873 h:u-’:
Falkland Islands 3,291 3,918 1o = R %
Faroe lslands L L . ~
F1J1 & 2 52,459 2,121 3
Finland 121 iy 152 g 1,596 }oz 1,5L9,081 1,768,056
France 8,369,042 2,587,879 2,608,511 Pratae - ” 00;
Gamb 1a - = 7 68,131 1,
Germany (Fed Republic of) 338,207 251,680 136,555 31,499 : 336
Ghana 5 = - i
Oflbert & Ellfce Islands - 5 £ g 1,9% 633
Grenada 797 3 2894 i 547 31_;
Guyana 647 o ’ 123,066 T3,
Israel L7,L76 30,013 63,523 52';;2 u6'202 36,LU6
Ita 30, 776 23,381 18,490 ’ »
1y " ; 69,001 682,249
2}-} l-lg 19.1'?2 »
Jamalca 14,L67 1lh,132 7 i
Japan 11,608 7,267 12,003 13,496 367 A
Lesotho - 268 - -
- 6,578 896
Luxembourg 3,378 150D 113 ’
Malaysia 507:5614 66'011 37,221 126,8LL 79,168 5;.5;2‘;4
Halta 643,269 6L0,472 300,389 1h2,1c2:g 1.01?,;3 702,
19,21 3 =
o o6 e 7 2,296 1,235 1,808
Netherlands 1,054,080 933,306 117,827 513,778 173,341 127,178
Netherlands Antilles 1,012,100 53,055 76,560 L, 746 1,102 861
New Zealand ’ 668,785 509,205 266,567 713,885 76U, 797
Nigeria 413 2,829 Splli8 5,249 1,381 1,815
Normay 65,97 64,539 134,100 51,458 26,97 9,899
Pakistan - - - - e fics
Portugsl 66,999 60,637 47,185 66,537 60,211 80,608
Rhodesia 261,910 342,689 366,651 155,917 155,997 19,L99
: : fuh;i :topner & Nevis g, 0239 630 2,121 503 1,807 1,050
St Vincent '313:‘ 62"5' 1-2;"; L?; 5 Oggf a’2?59%
Seychell ’
Slera ddoe = hGl AR 13,090 14,533 5,472
8ingapore 84, 702 105.8 = - -
South Africa 1’213:0m 263:53:} ggg'gg 86,717 85,998 10.562
South West Africa 2,098 2,297 i 52-215952 125,854 97,716
Swaziland ? L -
Sweden 33’6?;’ 263’@ 5,907 3,8L3 21,144 2,72l
Switzerland 1,711 ’889 801 '626 19’}.@ 151 '9!"!‘ 393350 xﬁm
Trinidad & Tobago a 11656 ’ 572,238 393,154 251,269 130, 302
USA 4 14,264 11,660 13,7686 £ ’
2,911,174 11,210,16 ’ 13,109 5,560
Virgin Islands 52 pI0p157 1,3bk,521 600'026 701»505 .
zambia 243 500 2,10l s 55U, 33l
Lo,949 6,006 Iy, 196 1,013 13935
¢ ’ M,172 29,98
TOTALS P »385 26,735
425,213 21,643,620 9,830,81 — .
830,814 6,028,301 75224,912 7’%*7

0 The figures have bee
D arrived at b
The rate of 38,75% has been used, :

* These figures have been

arr
rate of 30% has been us ived at by grossing net dividends at 8.

75% except those paid after S5elia73 for mﬁﬁﬂ ..

grosging net dividends at the rate applicable to the majority of ;31 ' = m :
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Present:-

Th

Thz ﬁiﬂingéal Secretary
s roof zat

Mrs Smallwood o

Mr Collinsg

Mr Houghton

Mr Brown

Mr Sheldon i
Mr Denzil Rees I
Inland Revenue i\
Inland Revenue 1
Treasury l"
Treasury, PS to the FST

o BN R |

The Financial Secretary explained that he had asked for the
meeting in order to follow up the Revenue's minute on the
monitoring of double taxation agreements. His problem, he
explained, is to reassure himself in the absence of
quantifiable data that when he is asked to recommend a double
taxation agreement to the House as a reasonably balanced deal
he can happily do this.

re whether in general having

He was concerned to know therefo
dvantageous to the UK, whether

double taxation agreements was a
the Revenue looked to income flows as @& pasic guantifiable
starting point in assessing the value of an agreement, how the
Department in fact sets about preparing for negotiations and
what factors it takes into account in deciding whether a new
agreement is .desirable or a proposed revision is needed OXY

f quantifiable data one can

acceptable, and how in the absence O LT
get a notion of what the other country is giving up and a
and indeed what

proper sense of what is an appropriate agreement,
in general is a good and what a bad agreement. Mrs Smallwood

explained that double taxation agreements were one element of
the wider Government approach to inward and outward investment
and trade and that the question whether they were in general
advantageous to the UK depended very largely on an assessment
of the role they played in this wider scene. But, assuming
that the UK would continue to give unilateral relief in the
absence of an agreement, an agreement would provide an
advantage to the extent that it reduced the other country's tax.
She confirmed that the Revenue did look to the flows of income
between the two relevant countries in beginning to make an
assessment of whether and what sort of agreement opdht g be

aimed at, but pointed out that the basic data was not:abﬂayS very
full or up-to-date. For maj e information would

or countries more 1 )
be available than for others, though in many of the smal
countries the income flows would be so limited at the
involved in any agreement would be. too

small
useful to talk about a financial balance.
for negotiations it is possible to use
and try to up date it on the basis of a
including non-fiscal trends, one need

or monitoring the development of an
e processes of preparation and mon]
uite the same. She explained in s
volved in preparing for negotiati

er Departments, and with the

L 2



industr

Y Stud

Proble _Study of the oth (o

iﬁcgi?ms arising out of th?; COUH%rx-s Taw and any special

e flows etc and S or other circumstances study of

underlined the function of the'OﬁCD-uunmﬂ_ \

sed agreement. i

ariakility of k

v act that the !

rum of deve loped

ome extent even

agreement i ;
Mr ”Oughto;nezhﬁpl?g the content of any new OX revi
aadahal 5. Oui asised too the limitations on the v
OECD model S egreements which are imposed b he £
CouRETLas. widely ?CCCpted by a wide spect
s and acts an important guideline to =
as and what

for developing countries.
ggewFlgancia% S?CIEtarY asked what the OECD Model W
ould do if it turned out not to provide an advantageous
)

reement wWas:
likely that following

pattern for the UK.
ained that the Model ag

since we D

to provide

- Mrs Smallwood expl
our standard agreement, and that it was un
it would turn out to be disadvantageous to us
rafting it, but that if it did cease
14 have to seck toprcepel the general
it. She emphasised the
as acceptable

ern we wou

hould be in
laebhe regarded
i ible factors

developing
rely the s ame

391 appr031ma
'mportant

a large hand in d
a satisfactory patt
out what s

argument ab
in assessing
of weighing care

necessity .,
in an agreement,
involved - the flows of income be
countries could not be expected to be eve
in both directions and the intangibles could be very 1 )
in this context, more so than 1n the context of agreements with
deve loped countries where the income flows would be more egqual.
with the developing countxies, as the Ministexr of
iscussion, 1S jllustrated by oux
under two sorts of
ich the other country

al

a much highex tax
We are under
and from other

der to help

ted in the d

The problem
th Brazil wher
L el

State indica
negotiations wi
pressure, first
gives and second to allow t
take than we have hitherto thought reason
considerable pressure from some of our own taxpay
Government Departments to accep j
UK traders and inves i
with and investment in Brazil.
unhappy about accepting these disadvantageou
put they had to be considered.
t that other countries felt
although in

non fiscal reasons,
here moreover was the fac
d of bargain,
a

intangibles
more easily able to accept this kin
some cases their own tax systems helped them to do 80 = L
as fox example France, the
one from a

country relieves double taxation,
Netherlands and Belgium do, by simply exempting inc
they have no problem about

foreign permanent establishment, then
matching the other country's reliefs.

il ip Eact be very

wou
g fiscal terms For
Oone of the

cement with the US was certainly
re negotiating

d negotiated or we
at the Financial Secretary
quantita

a good one, as were
with our EEC partners. In getting wh
described as the feel of an agreement in the absence of
data we do have a wide ability to sense the agreement's effect -
our regular contacts with the CBI, other Departments, particula:
the Trade Departments and the FCO, our study of changes in othe
1aws and so on. But we dontE have quantitative
t what the other country 1is giving up under the
3 that the local Embass’

ould be regarded as good agreement:

our Agreements C
d that our agr

Asked which of
those we ha

Mrs Smallwood sai

countries'
information abou
agreement. Also we have to bear in min
and the other interested peop
f how things are going, are

people, our traders in the area,
who contribute to our assessment O
int of view.

looking at these things from their own PO
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