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PROPOSITION

THE STATES are asked to decide whether they are afpinion-

to ratify the double taxation agreement betweenStates of Jersey and the
Government of Estonia as set out in the AppendithéoReport of the Chief
Minister dated 21st December 2010.

CHIEF MINISTER
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REPORT

Double taxation agreement (DTA) to be entered intawith the Government of
Estonia

1.

The States are asked to ratify the signed dotaXation agreement to be
entered into with the Government of Estonia, atdchs Appendix 1 to this
report.

Background

2.

In February 2002 Jersey entered into a polittcahmitment to support the
OECD'’s tax initiative on transparency and inforroatiexchange through the
negotiation of tax information exchange agreemevits each of the OECD
Member States.

In April 2009, following the G20 Summit in Londothe OECD published a
progress report on the jurisdictions implementihg tnternationally agreed
tax standards of transparency and information exgdnalersey was included
in the list of jurisdictions that have substantialimplemented the

internationally agreed tax standard — what has rbecknown as the “white

list” — alongside countries such as the United ldmmg, the United States,
Jersey, France, Japan, etc.

Since April 2009, subsequent G20 Summits hagewaged further progress
in agreeing, implementing and abiding by the nemgssnternational
agreements. Since early 2009, over 500 agreemawts lieen signed, where
previously only some 45 agreements had been enitgi@that complied with
the current internationally agreed tax standards.

To be included on the OECD “white list” in Ap#D09, Jersey needed to have
signed 12 tax information exchange agreements ($)Efhat met the
international standards. Since that date, furtiyeeeaments have been signed
or have been negotiated to the point where theyready for signing. The
latest position in respect of the overall progranoh@IEA/DTA negotiations

is attached as Appendix 2 to this report.

In September 2009, the Global Forum on Transggreand Information

Exchange for Tax Purposes, a body of which oveju88dictions are

members, established a peer review process tosaseegpliance with the

international standards. To oversee this proced®eexr Review Group has
been set up chaired by France with 4 vice-chainm findia, Japan, Singapore
and Jersey.

The Peer Review process is made up of 2 phBbese 1 is concerned with
an assessment of the Laws and Regulations in placé, involves an
assessment of whether these are sufficient to theahternational standards.
All of the Global Forum members will be assessetthig respect over a 3 year
period from March 2010. Phase 2 is concerned wisessing the
effectiveness with which the standards are beingliegh A number of
countries, of which Jersey is one, have volunte¢oede assessed for both
Phase 1 and Phase 2 within the first 3 year pefindnsite visit took place at
the beginning of June with assessors from the Glélmaum Secretariat,
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Denmark and Bermuda, and a draft report on thesagsnt was considered
by the Peer Review Group at the end of Novembee. diaft report, which
remains confidential, will be considered by the lgalloForum at its meeting at
the end of May 2011, and if adopted it will thenpablished.

Agreement with the Government of Estonia

8.

10.

11.

The negotiation of a tax information exchangeament is seen as a first step
in the development of a political and economictrefeship with the countries
concerned, which in due course will lead to thenisig of a full or partial
double taxation agreement. However, whenever thgorpnity presents
itself, the preference has been to negotiate alddakation agreement from
the outset. Some jurisdictions are reluctant teremito such an agreement
with a zero tax jurisdiction because they cannet @y obvious reciprocal
benefit. Other countries, however, are more opethéoidea and one such
jurisdiction is Estonia.

Attached as Appendix 1 to this report is theldeuaxation agreement signed
with the Government of Estonia. This is the stadd@ECD agreement

between countries to remove double taxation obst&olr the development of
economic relations, and so facilitate exchange addg and services and
movements of capital, technology and people. Ib alslivers the OECD

agreed international standard on tax transparenog axchange of

information.

The signing of the double taxation agreemeinh \Eistonia is a significant
step. Jersey is keen to develop its business opédtips with the European
Union, and therefore it is considered in the Islafekst interests that, through
the double taxation agreement with Estonia, Jersaly be further

strengthening its political and business relatignshth an EU Member State.

The finance industry fully supports the negaiia of double taxation
agreements. Negotiations are underway to signthdusuch agreement with
Belgium.

Procedure for Signing and Ratifying the DTA

12.

13.

The Agreement with Estonia was signed by theuBe Chief Minister in
London on 21st December 2010, in accordance with ghovisions of
Article 18(2) of the States of Jersey Law 2005 gadagraph 1.8.5 of the
Strategic Plan 2006 — 2011 adopted by the State28tim June 2006. The
Agreement is now being presented to the Stategatification, following
which it will be published, entered into the offitirecord; and Regulations
will be made for the Agreement to enter into fonwben the domestic
procedures of both parties have been completed.

The States, on 8th June 2010, adopted the idax@Double Taxation)
(Jersey) Regulations 2010. The Schedule to thegal&ns lists the Double
Taxation Agreements being entered into. As furthgreements are entered
into, the Regulations need to be amended to inclndthe Schedule the
jurisdiction concerned. The necessary Regulationgadvide for the inclusion
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in the Schedule of Estonia will be presented to $ates in due course
following the ratification of the Agreement.

Financial and manpower implications
14. There are no implications for the financial manpower resources of the

States arising from the ratification and impleméotaof the double taxation
agreement with the Government of Estonia.

13th January 2011
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APPENDIX 1

AGREEMENT
BETWEEN
JERSEY
AND
THE REPUBLIC OF ESTONIA
FOR THE AVOIDANCE OF DOUBLE TAXATION AND
THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME

Article 1
PERSONS COVERED

This Agreement shall apply to persons who are residents of one or both of the Parties.

Article 2
TAXES COVERED

1. This Agreement shall apply to taxes on income imposed on behalf of a Party or its local
authorities, irrespective of the manner in which they are levied.

2. There shall be regarded as taxes on income all taxes imposed on total income or on
elements of income, including taxes on gains from the alienation of movable or
immovable property.

3. The existing taxes to which the Agreement shall apply are in particular:

a) in the case of Jersey, the income tax;

b) in the case of Estonia, the income tax.

4, The Agreement shall apply also to any identical or substantially similar taxes that are
imposed after the date of signature of the Agreement in addition to, or in place of, the
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1

existing taxes. The competent authorities of the Parties shall notify each other of any
significant changes that have been made in their respective taxation laws.

Article 3

GENERAL DEFINITIONS

. For the purposes of this Agreement, unless the context otherwise requires:

a)
b)

4
)

g)

h)

0

the term "Jersey" means the Bailiwick of Jersey, including its territorial sea;

the term "Estonia” means the Republic of Estonia; and, when used in the geographical
sense, means the territory of Estonia and any other area adjacent to the territorial
waters of Estonia within. which, under the laws of Estonia and in accordance with
international law, the rights of Estonia may be exercised with respect to the sea bed
and its sub-soil and their natural resources;

the terms "a Party" and "the other Party" mean Jersey or Estonia as the context
requires; the term “Parties” means Jersey and Estonia;

the term "person" includes an individual, a company and any other body of persons;

the term "company" means any legal person or any entity that is treated as a legal
person for tax purposes;

the term “enterprise” applies to the carrying on of any business;
the terms "enterprise of a Party" and "enterprise of the other Party" mean respectively

an enterprise carried on by a resident of a Party and an enterprise carried on by a
resident of the other Party; '

the term "international traffic" means any transport by a ship or aircraft operated by an
enterprise of a Party, except when the ship or aircraft is operated solely between places
in the other Party;

the term "business” includes the performance of professional services and of other
activities of an independent character,

the term "competent authority" means:

(i) in the case of Jersey, the Treasury and Resources Minister or his authorised
representative, and;

(ii) in the case of Estonia, the Minister of Finance or his authorised representative;

the term "national", in relation to a Party, means:

P.7/2011

Page -7



(i) any individual possessing the nationality or citizenship of a Party, and;

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

. As regards the application of the Agreement at any time by a Party, any term not defined

therein shall, unless the context otherwise requires, have the meaning that it has at that
time under the law of that Party for the purposes of the taxes to which the Agreement
applies, any meaning under the applicable tax laws of that Party prevailing over a
meaning given to the term under other laws of that Party.

Article 4

RESIDENT

. For the purposes of this Agreement, the term "resident of a Party" means any person who,

under the laws of that Party, is liable to tax therein by reason of his domicile, residence,
place of management, place of incorporation or any other criterion of a similar nature, and
also includes that Party, any local authority thereof and any pension fund or pension
scheme recognised by that Party. This term, however, does not include any person who is
liable to tax in that Party in respect only of income from sources in that Party.

. Where by reason of the provisions of paragraph 1 an individual is a resident of both

Parties, then his status shall be determined as follows:

a) he shall be deemed to be a resident only of the Party in which he has a permanent
home available to him; if he has a permanent home available to him in both Partics, he
shall be deemed to be a resident only of the Party with which his personal and
economic relations are closer (centre of vital interests);

b) if the Party in which he has his centre of vital interests cannot be determined, or if he
has not a permanent home available to him in either Party, he shall be deemed to be a
resident only of the Party in which he has an habitual abode;

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

d) if he is a national of both Partics or of neither of them, the competent authorities of the
Parties shall settle the question by mutual agreement.

. Where by reason of the provisions of paragraph 1 a person other than an individual is a

resident of both Parties, the competent authorities of the Parties shall settle the question by
mutual agreement having regard to such factors as the place of effective management and
the place of incorporation.
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Article 5

PERMANENT ESTABLISHMENT

. For the purposes of this Agreement, the term "permanent establishment” means a fixed
place of business through which the business of an enterprise is wholly or partly carried

on.

. The term "permanent establishment” includes especially:

)
b)
)
0
0]
)

A

a place of management;
a branch;

an office;

a factory;

a workshop, and

a mine, an oil or gas well, a quarry or any other place of extraction of natural
resources.

building site or construction or installation project constitutes a permanent

establishment only if it lasts more than twelve months.

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

2)

b)

©)

d)

c)

the use of facilities solely for the purpose of storage, display or delivery of goods or
merchandise belonging to the enterprise;

the maintenance of a stock of goods or merchandise belonging to the enterprise 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;

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

the maintenance of a fixed place of business solely for the purpose of carrying on, for
the enterprise, any other activity of a preparatory or auxiliary character;

the maintenance of a fixed place of business solely for any combination of activities
mentioned in sub-paragraphs a) to €), provided that the overall activity of the fixed
place of business resulting from this combination is of a preparatory or auxiliary
character.
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. Notwithstanding the provisions of paragraphs 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 Party an authority to conclude contracts in the name
of the enterprise, that enterprise shall be deemed to have a permanent establishment in that
Party 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 business a
permanent establishment under the provisions of that paragraph.

. An enterprise of a Parly shall not be deemed to have & permanent establishment in the

other Party merely because it carries on business in that Party 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. However, when the activities of such an
agent are devoted wholly or almost wholly on behalf of that enterprise, and conditions are
made or imposed between that enterprise and the agent in their commercial and financial
relations which differ from those which would have been made between independent
enterprises, he will not be considered an agent of an independent status within the
meaning of this paragraph.

. The fact that a company which is a resident of a Party controls or is controlled by a

company which is a resident of the other Party, or which carries on business in that other
Party (whether through a permanent establishment or otherwise), shall not of itself
constitute either company a permanent establishment of the other.

Article 6

INCOME FROM IMMOYABLE PROPERTY

. Income derived by a resident of a Party from immovable property (including income from

agticulture or forestry) situated in the other Party may be taxed in that other Party.

. The term "immovable property" shall have the meaning which it has under the law of the

Party in which the properly in question is situated. The term shall in any case include
property accessory to immovable property, livestock and equipment used in agriculture
and forestry, tights to which the provisions of general law respecting landed property
apply, any rights of claim in respect of immovable property, usufruct of immovable
property and rights to variable or fixed payments as consideration for the working of, or
the right to work, mineral deposits, sources and other natural resources; ships, boats and
aircraft shall not be regarded as immovable property.

. The provisions of paragraph 1 shall apply to income derived from the direct use, letting,

or use in any other form of immovable property.

. The provisions of paragraphs 1 and 3 shall also apply to the income from immovable

property of an enterprise.
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Article 7
BUSINESS PROFITS

. The profits of an enterprise of a Party shall be taxable only in that Party unless the
enterprise carries on business in the other Party through a permanent establishment
situated therein. If the enterprise carries on business as aforesaid, the profits of the
enterprise may be taxed in the other Party but only so much of them as are atiributable to
that permanent establishment.

. Subject to the provisions of paragraph 3, where an enterprise of a Party carries on business
in the other Party through a permanent establishment situated therein, there shall in each
Party be attributed to that permanent establishment the profits which it might be expected
to make if it were a distinct and separate enterprise engaged in the same or similar
activities under the same or similar conditions and dealing wholly independently with the
enterprise of which it is a 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 establishment,
including executive and general administrative expenses so incurred, whether in the Party
in which the permanent establishment is situated or elsewhere.

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

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

. For the purposes of the preceding paragraphs, the profits to be attributed to the permanent
establishment shall be determined 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 Agreement, then the provisions of those Articles shall not be affected by the
provisions of this Article.

Article 8
SHIPi.’l:NG AND AIR TRANSPORT

. The profits of an enterprise of a Party from the operation of ships or aircraft in
international traffic shall be taxable only in that Party.

P.7/2011
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The provisions of paragraph 1 shall also apply to profits from the participation in a pool, a
joint business or an international operating agency.

Article 9
ASSOCIATED ENTERPRISES
Where

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

b) the same persons participate directly or indirectly in the management, control or
capital of an enterprise of a Party and an enterprise of the other Party,

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 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.

Where a Party includes in the profits of an enterprise of that Party, and taxes accordingly,
profits on which an enterprise of the other Party has been charged to tax in that other Party
and the profits so included are profits which would have accrued fo the enterprise of the
first-mentioned Party if the conditions made between the two enterprises had been those
which would have been made between independent enterprises, then that other Party shall
make an appropriate adjustment to the amount of the tax charged therein on those profits.
In determining such adjustment, due regard shall be had to the other provisions of this
Agreement and the competent authorities of the Parties shall if necessary consult each
other.

Article 10
DIVIDENDS

Dividends paid by a company which is a resident of a Party to a resident of the other Party
and beneficially owned by that resident of the other Party shall be taxable only in that
other Party.

The term "dividends" as used in this Article means income from shares or other rights, not
being debt-claims, participating in profits, as well as income from other rights which is
subjected to the same taxation treatment as income from shares by the laws of the Party of
which the company making the distribution is a resident.

The provisions of paragraph 1 shall not apply if the beneficial owner of the dividends,
being a resident of a Party, carries on business in the other Party of which the company
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APPENDIX 2

STATES OF JERSEY
A. TAX INFORMATION EXCHANGE AGREEMENTS (TIEAS)
1. TIEAS signed:
Countries Date Signed Ratified by Ratified by Entry into Force
Jersey other Party
U.S.A. November 2002 May 2006 November 2002  23rg RRO6
Netherlands June 2007 February 2008 December 2005t Mdrch 2008
Germany July 2008 January 2009 July 2009 28th Auz39
Sweden October 2008 March 2009 November 2009 28wmkmber 2009
Norway October 2008 March 2009 September 2009  Etbhliar 2009
Iceland October 2008 March 2009 October 2009 3rcebwer 2009
Finland October 2008 March 2009 December 2008  3rguat 2009
Denmark October 2008 March 2009 March 2009 6th 2008
Greenland October 2008 March 2009 March 2009 Gile 2009
Faroes October 2008 March 2009 June 2009 21st AQGO9
U.K. March 2009 July 2009 November 2009 27th Noven#909
France March 2009 July 2009 July 2010 11th Oct@ban
Ireland March 2009 July 2009 April 2010 5th May 201
Australia June 2009 November 2009 January 2010  Jdthary 2010
New Zealand July 2009 November 2009 September 2020th October 2010
Portugal July 2010 September 2010  (1st half 2011) 1st Half 2011)
People’s Republic of China  October 2010 (Januami PO | (1st half 2011) (1st half 2011)
Turkey November 2010 (February 2011) (1st half 2011 (1st half 2011)
Mexico November 201Q (February 2011) (1st half 2011 (1st half 2011)
Canada January 2011 (March 2011) (1st half 20111) st hdlf 2011)
Note:  Dates in brackets are the expected dates basen latest information from the country concerned.
2. TIEAs initialled/agreed ready for signing:
- Argentina
Brazil
Indonesia
India
Italy
Republic of Korea
South Africa
3. TIEAs where negotiations are well advanced witha draft agreement
exchanged:
- Czech Republic
Greece
Japan
Poland
Spain
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4. Jurisdictions contacted from which there has bee a positive response
and/or initial action has been taken:
- Hungary
Luxembourg
Russia
Switzerland

5. Jurisdictions approached but from whom a formakesponse is awaited:
OECD Member States:
- Austria
- Slovak Republic
G20 Member States:
- Saudi Arabia

B. DOUBLE TAXATION AGREEMENTS (DTASs)

1. DTAs signed:
Malta —
signed 25th January 2010
ratified by Malta February 2010
ratified by Jersey June 2010
in force — 19th July 2010

Estonia —
signed 21st December 2010

2. DTAs where negotiations are well advanced:
Bahrain
Belgium
Qatar

Enquiries concerning the above should be directedhithe first instance to the
Adviser — International Affairs in the Chief Minister's Department;
Tel: 44(0)1534 440414, e-mait.powell@gov.je

Adviser — International Affairs

13th January 2011
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