








10. Secondly it would mean that we were largely accepting the
argument that the capital importing country has the primary
right to tax not only the profits earned from Lhe investment ot
capital but also the dividends paid out of those profits. Our
Double Taxation Agrecments are based on the principle that the
capital importing countiry accepts restrictions on its right to
tax payments made to residents of the capital exporting country
while in return the capital exporting country gives credit
against its tax for the reduced tax charged in the capital
importing country. Both countries thus share the burden of
relieving double taxation; both accept reductions in their tax

revenues. the Brazilian proposals we would bear a far

larger sh

e burden than under our other agreements. This

ch could become significant if the
ern for our agreements with
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a Double Taxation Agreem

ent <« are Sometimes exaggerated, Under

dit for direct taxes
not there is a Double Taxation Agreement
ntry concerned.

our Unilateral relief Provisions we give cro
Paid overseas whether op

in existence With the coun In general the conclusion

of a Double Taxation Agrcement with a particular country will not

lead to any reduction in
Kingdom tax bill:
Taxation Agree
Double Taxatio
in a United Ki

the United Kingdom investor's United
this would normally only happen if the Double
ment contained matching credit Provisions. Moreover
n Agreements by no means always result in a reduction
ngdom investor's total tax bill. In the case of
Brazil a United Kingdom investor's total tax bill will be reduced
only if we accept the Brazilian proposals regarding credit for
Brazilian tax given up under the Agreement., Moreover this
reduction in tax will affect only profits remitted to the United
Kmﬁgm which in the circumstances prevailing in Brazil may prove
to be a small proportion. Apart from this the only cash benefit
to United K ! investors from a Double Taxation Agreement would
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You wrote to me on © Janu lati
t ary about the negotiatio i
double taxation convention with Brazil. = it T

Jour assurance that you will bear in mind the

letter of 12 December, and my wish to be

any final decision is taken on contentious

t adversely affect our commercial relations with E
1

I am grateful for
points made in my
consulted before

issues which migh
this important market.

I do of course appreciate that we already given credit unilaterally
for Brazilian tax paid on income flowing from Brazil - though

it is worth adding that for a number of reasons the relief

S0 available may not extend to the whole of the Brazilian k

tax:paid.
But the heart of the current negotiating problems concerns the
relief to be giver . tax by the Brazilian authorities. S
Here I find i 0. Uz tand the distinction being drawn %
betwe legislation to encourage ¥
up under the convention itself. |
3 : r of technique, not
not draw this
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