AGREEMENT

BETWEEN

THE COUNCIL OF MINISTERS OF THE REPUBLIC OF
ALBANIA

AND

THE GOVERNMENT OF ICELAND

FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME




THE COUNCIL OF MINISTERS OF THE REPUBLIC OF ALBANIA and THE
GOVERNMENT OF ICELAND,

DESIRING o conclude an Agreement for the avoidance of double taxation and
the prevention of fscal evasion with respect to taxes on income,

HAVE AGREED as follows:

Artiele 1
PERSONS COVERED
This Agreement shall apply to persons who are residents of one or hoth of the
Contracting States.

Article 2
TAXES COVERED

l. This Agreement shall apply to laxes on ingome imposed on behalf of a
Contracting State or of its local authorities, irrespective of the manner in which they are
levied.

L. There shall be regarded as taxes on income all taxes imposed on total income or
on elements of income, including taxes on pains from the alienation of movable or
immovahle property.

3, The existing taxes to which the Agreement shall apply are:
i) In Teeland:

ii) the income taxes t the state (tekjuskattar rikissjdas); and
itl] the income tax to the municipalities ((tsvar til sveitarfélaganna);

(hercinafter reforred 1o as “leelandic tax™):
iy In Adbaniaz

i1} the income taxes (including corporate profits tax and personal
imcome tax); and
i)  the tax on small business activities;

(hereinafler referred to as “Albanian Tax™).

4, I'he Agreernent shall apply also to any identical or substantially similar taxes
that are imposed afier the date of signature of the Agreement in addition to, or in place
of, the existing laxes, The compelent authoritics of the Contracting States shall notify
cach other of any siznificant changes that have been made in their taxation laws,




Article 3
GENERAL DEFINITIONS

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

aj the term “leeland” means Iceland and, when used in a peographical

sense, means the territory of leeland, including its tervitorial sea, and any

area beyond the territorial sea within which Iceland, in accondance with

infermational law, exercises jurisdiction or sovereign rights with respect o

the seam bed, s subsoll and its superjacent watcrs, and their natural

TESMLITTES,

the term “Albama” mcans the Republic of Alhania, and when used in a

geographical sens¢ means the temitory of the Republic of Albania

inchuding territorial waters and air space over them as well as any area

beyvond the temritorial waters of the Republic of Albania which, under its

laws and in accordance with international law, is an area within which the

Republic of Albrnia may exercise its rights with respect to the scabed and

subsoil and their natural resources;

the term “person™ includes an individual, a company and any other body

ol persons;

the term “company™ means any body corporate or any legal entity that is

treated as a body corporate for tax purposes;

the terms “enterprise of a Contracting State™ and “enterprise of the other

Contracting Statc™” mean respectively an cnterprise carried on by a

resident of a Contracting State and an enlerprise carried on by a resident

ol the other Contracting State;

the terms “a Contracting State™ and “the other Contracting State™ mean

lceland or Albania as the context requires;

the term “intcmational traffic™ means any transport by a ship or an

aircraft operaled by an enterprisc which has its place of effective

management in a Contracting State, except when the ship or aircraft is

operated solely between places in the other Contracting State;

the term “compeient authority™ means:

(1) in the cose of Teeland, the Minister of Finance or the Minister's
authorised representative:

iii) in the case of Albania, the Minister of Finance or the Minister’s
authorised representative;

the term “national™ means:

(i) any individual possessing the nationality of a Contracting State:

iii) any legal person, parmership or association deriving its siatus as
such from the laws in force in a Contracting State.

1. As regards the application of the Agreement at any time by a Contracting State
¥ term mol defined thercin shall, unless the conlext olherwise reguires, have the
meaning that it has at that time under the law of that Statc for the purposes of the taxes
1o which the Agreement 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,




Arficle 4
RESIDENT

l. For the purposes of this Agreement, the term “resident of a Contracting State™
means any person who, under the laws of that State, is Hable to tax therein by reason ol
his domicile, residence, place of management, place of registration or any other
eriterion of a similar nature, and alse includes that State or local authority thereof, This
term, however, does nol include any person who is liable to tax in that State in respect
anly of income Irom sources in that State.

2. Where by reason of the provisions of paragraph | an individual is a resident of
both Contracting States, then his status shall be determined as follows:

) he shall be deemed to be a resident only of the State in which he has a
permanent home available to him: if he has a permanent home available
to him in both States, he shall be deemed to be a resident only of the
State with which his persenal and economic relations are closer (centre of
vilal inlenests);

il the State in which he has his centre of vital interests cannot be
determined, or il he has pot a2 pcrmanent home available 10 him in either
State, he shall be deemed 10 be a resident only of the State in which he
has an habinsal abode;

il he has an habitual abode in both States or in neilther of them, he shall
be deemed 10 be a resident only of the State of which he is a national;

il he is a national of both States or of neither of them, the competent
authorities of the Contracting Statcs shall scttle the question by mutual
Apreement,

3. Where by reason of the provisions of paragraph 1 a person other than an
individual is o resident of hoth Contracting States, then it shall be deemed 0 be a
resident only of the Staie in which its place of effective management is situated,

Article 5
PERMANENT ESTABLISHMENT

| B For the purposes of this Agreemient, the term “permanent establishment” means
a fined place of business through which the business of an enterprise is wholly or partly
carned on,

| he term “permanent establistment” includes especially:

) 8 place of managernent
bi i branch

c) an offce;

di a lactory;

&l a workshoy; and




a ming, an 0il or gas well, a quarry or any other place of extraction of
aalural resources.

The term “permanent establishment” likewise encompasses:

i

a building site, a comstruction, assembly or installation project or
supervisory activities in connection therewith, but only where such site,
project or activities continue for a period of more than six months in any
twelve-month period commencing or ending in the lscal year concemed;
and

the lurnishing of services, including consullancy services, by an
enterprise through emplovees or other personnel engaged by (he
enlerprise for such pumpose. bul only where activities of that nature
continue within the country for a period or perieds aggregating more (han
six months in any twelve-moath period commencing or ending in the
Mscal vear concerned.

4 Motwithstanding the preceding provisions of this Articke. the term “permanént
establishment™ shall be deemed not 10 inclede:

Al

Bl
cl

d)

5. Motwit

nol reake this
that paragraph

the use of facilities solely for the purpose of storage, display or deliveny
of poods or merchandise helonging to the enterprise;

the mainienance of a stock of goods or merchandise belonging 1o the
cntcrprise solely for the purpose of storage, display or delivery;

the mainienance of a stock of goods or merchandise belonging 1o Lhe
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 & fixed place of business solely for the purpose of
carrying on, for the enterprise, any other activity of a preparatory or
suxiliery character;

the mainienance of a fixed place of business solely for any combination
of activities mentioned in subparagraphs a) to ¢), provided that the overall
sctivity of the fixed place of business resulting from this combination is
of a preparatory or auxiliary character.

hstanding the provisions of paragraphs | and 2, where a person - other
than n agent of an independent status to whom paragraph 6 applies - is acting on behalt’
of anenterprise and has, and habiteally exercises, in a Contracting State an authority o
conclude contracts in the pame of the enterprise, that enterprise shall be deemed 1o have
a permancni establishreent in that Siate in respect of any activities which that person
undettakes for the enterprise, mless the activities of such person are limiled 10 those
mentone n paragraph 4 which, il exercised through a fixed place of business, would

fixed place of basines a permanent cstablishment under the provisions of




6. An enterprise shall not be deemed to have a permanent establishment in a
Contracting State merely because it carries on business in that Statc 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
activitics of such an agent are devoted wholly or almost wholly on behalf of that
enterprise, he shall not be considered to be an agent of an independent stutus within the
meaning of this paragraph,

T The lact that o company which is a resident of a Contracting State controls or is
controlled by u company which is a resident of the other Contracting State, or which
carries on business in that other State (whether through a permanent establishment or
otherwise), shall not of itself constitute either company a permanent establishment ol
the other,

Article 6
INCOME FROM IMMOVABLE PROPERTY

1. Income derived by a resident of a Contracting State from immovable property
{including mncome from agriculture or forestry) situated in the other Contracting State
may be taxied in that other Stale.

2, The term “immovable property™ shall have the meaning which it has under the
law of the Contracting Staté in which the property in question is situated. The term shall
in any case include propeny accessory o immovable property, livestock and equipment
used in agriculture and forestry, rights to which the provisions of general law respecting
landed propermy apply, usufruct of immovable property and rights to variable or fixed
payments as consideration tor the working of, or the right to work, mineral deposits,
sources and other natural resources; ships and aircraft shall not be regarded as
immovable propery,

i, I'he provisions of paragraph 1 shall apply. 1o income derived from the direct use,
letting or use in any other form of immovable property,

4. The provisions of paragraphs 1 and 3 shall also apply o the income from
immevable property of an enterprise and to income from immovable property used lor
the performance of independent personal services.

Article 7
BUSINESS PROFITS

1. The profits of an emerprise of a Contracting Stale shall be taxable only in that
Stle mless e enterprise carmies on business i the other Contracting State through a
pemaest edablishment situated thercin. IT the enterprise camics on busingss as
aforcsicl the profits of the enterprisc may be taxed in the other State bul only so much
ofthem & ix sitributable 0 that permanent establishment




2 Subject to the provisions of paragraph 3, where an enterprise of a Contracting
State camies on business in the other Contracting State through a permancnt
establishment situated therein, there shall in cach Contracting State be attributed 1o that
permanenl cstablishment the profits which it might be expected to make if it were a
distinct and separaie 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 permancnt cstabl ishment

1 In determining the profits of a permanent establishment, there shall be allowed
as deductions cxpenscs which are incurred for the purposes of the permanent
establishment, including executive and general adminisirative expenses o incurred,
whether i the State in which the permanent cstablishment is situated or elsewhere,

4. Insolar us 11 has been customary in a Contracting State to determine the profits to
be attributed to a permanent establishment on the basis of an apporionment of the total
profits of the enterprise to its various parts, nothing in paragraph 2 shall preclude that
Contracting State from determining the profits to be taxed by such an appertionment 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.

- Mo profits shall be attributed to a permanent establishment by rewson of the mere
purchase by thal permanent cstablishment of goods or merchandise for the enterprise

6. For the purposes of the preceding paragraphs, the profits to be attributed 10 the
permancnt establishment shall be determined by the same method vear by vear unless
there is good and safficicnt reason 1o the contrary.

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

Acrticle 8
INTERMATION AL SHIPPING AMD AIR TRANSPORT

L Profilts from the operation of ships or aircraft in intermational traffic shall be
taxable only in the Contracting Siate in which the place of effective management of the
cnterprise is situnted.

2 If the place of effective management of a shipping enterprise is aboard a ship,

then it skall be deemed to be stuaticd in the Contracting State in which the home
harboar of the ship s situated, of i1 T there 5 o such home harboir, in the Confracting
State of which the operator of icship is a resideni.

i The provisions of paragragh | shall also apply o profits from the participation in
a pool, a jpint business or an inlematicnal operating agency




Article 9
ASSOCTATED ENTERPRISES

W here:

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

b) the same persons participate directly or indirectly in the management,
contrl or capital of an enterprise of a Contracting State and an enterprise
ol the other Contracting State,

and in either case conditions are made or imposed between the two enterprises in their
commercial or Nnancial relations which differ from those which would be made
between independent enlerprises, then any profits which woukl, but for those
conditions, have scerved 1o onc of the enterprises, but, by reason of those conditions,
have not so accrued, may be included in the profits of that enterprise and laned
accordingly.

2 Where a Contracting Staic includes in the profits of an enterprise of that Staic -
and taxcs accordingly - profits on which an enterprise of the other Contracting State has
been charged to tax in that other State and the profits so included are profits which
would have accreed 1o the enterprise of the first-mentioned State if the conditions made
between the Iwo enicrpriscs bad been those which would have been made between
indepeadont enterprises, then that other State shall make an appropriate adjustment 1o
the amount of the tax charged therein on those profits. In determining such adjustment,
due regard shall be had to the other provisions of this Agreement and the competent
authorities of the Contracting States shall if necessary consult cach other

Article 10
DIVIDEMDS

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

3 However, such dividends may also be taxed in the Contracting State of which
the company paying the dividends is a resident and according to the laws of that State,
bul if the bene ficial owner of the dividends is a resident of the other Contracting State,
the tax so charged shall not exceed:

&) S per cemt of the gross amount of the dividends if the beneficial owner is
acompany (other than a partnership) which holds directly at least 15 per
cenlof the capital of the company paying the dividends:

bi 10 per cent of the gross amount of the dividends in all other cases

The cormpetat auhorities of the Contracting States shall by mutual Agreement settle
the made of sppliction of these limitations.




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

3. Ihe term “dividends” as used in this Article means income from shares of any
kind, ar other rights not being debt-claims, participating in profits, as well as income
from other corporate rights which is subjected to the same taxation treatment as income
from shares by the laws of the Siate of which the company making the distribution is a
resident.

4. The provisions of paragraphs | and 2 shall not apply if the beneficial owner of
the dividends, being a resident of a Contracting State, carries on business in the other
Contracting Slate of which the company paying the dividends is a resident, through a
permancnt establishment situated therein or performs in thal other State independent
personal services from a fixed base situated therein, and the holding in respect of which
the dividends are paid is effectively connected with such permanent establishment or
tixed base. In such case the provisions of Article 7 or Article 14, as the case may be,
shall apply.

¥ Where a company which is a resident of a Contracting State derives profits or
income [rom the other Contracting State, that other State may not imposc any tax on the
dividends paid by the company, except insofar as such dividends are paid tw a resident
of that other State or insofar as the holding in respeet of which the dividends arc paid is
effectively connected with a permanent establishment or a fixed base situated in that
other State, nor subject the company's undistributed profits to a tax on the company’s
undistributed profits, even if the dividends paid or the undistributed profits consist
wholly or partly of profils or income arising in such other State.

Avrticle 11
[NTEREST

). Inferest arising in a Contracting State and paid to a resident of the other
Contracting State may be taxed in that other State.

fup However, such interest may also be taxed in the Contracting State in which it
aries and according to the laws of that State, but, if the beneficial owner of the interest
is & resident of the other Contracting State, the tax so charped shall not exceed 10
percent of the gross amount of the interest. The competent authorities of the Contracting
States shall by mutmal Apreement settle the mode of application of this limitation.

L Matw ithstanding the provisions of paragraph 2, interest referred to in paragraph
1 shall be taxable onlv inthe Contracting State of which the recipient is a resident if the
beneficial owner of the interest is thar State or the Central Bank, a political subdivision
ora local authority thereof,

4. The term “interest™ as used in this Article means income from debt-claims of
every kind, whether or not secured by mortgage and whether or not carmrving a right to
participate in the debtor's profits, and in particular, income from government securities




and income from bonds or debentures, including premiums and prizes attaching to such
secariies, bonds or debentures. Penalty charges for late pavment shall not be regarded
as mterest for the purpose of this Amicle.

3. The provisions of paragraphs | and 2 shall not apply if the beneficial owner of
the mnterest, being a resident of a Contracting State, carries on business in the other
Coatracting State in which the interest arises through a permanent establishment
sttuatcd therein, or perfonms in that other State independent personal services from a
fixed base situated thercin, and the debt-claim in respect of which the interest is paid is
cffectively connected with such permanent establishment or fixed base, In such cases,
the provisions of Article 7 or Anticle 14, as the casc may be, shall apply

f. Interest shall be deemed to arise in a Contracting State when the paver is that
State itself, o political subdivision, a local authority or a resident of that State, Where,
however, the person paying the interest, whether he is a resident of a Contracting State
or not, has in o Contmcling State a permanent establishment or a lixed base in
connection with which the indebtedness on which the interest is paid was incurred and
such interest is borne by such permanent establishment or lixed base, then such interest
shall be deemed to arise in the State in which the permanent establishment or fixed base
is situated

T Where, by reason of a special relationship between the payer and the beneficial
owner or belween hoth of them and some other person, the amount ol the ntercst,
having regard 1o the debt-claim for which it is paid. exceeds the amount which would
have been agrecd upon by the paver and the beneficial owner in the absence of such
rclationship. the provisions of this Armicle shall apply only to the last-mentioned
amounl In such case, the excess part of the pavments shall remain taxable according to
the laws of each Contracting State, due regard being had to the other provisions of this
Apreement.

Article 12
ROYALTIES

L Rovalties arising in & Contracting State and bencficially owned by a resident of
the: other Contracting State may be taxed in that other State.

2 However, such rovalties may also be taxed in the Contracting State in which
they arise and acconding Lo the laws of that State, but if the beneficial owner of the
nryalties is a resident of the other Contracting State. the tax so charged shall not exceed
10 per cent of the gross amount of the royaltics. The competent authorities of the
Contracting Stats shall by mutual Agreement settle the mode of application of these
[imitatons

5

i The term “woyalties™ as used in this Article means payments of any kind
received as aconsideration for the use of, or the right o use, any copyright of literary,
artistic or sc kntific work including cinematograph films, or tapes for radio or television




broacicasting, any patent, trade mark, design or model, plan, secret formula or process,
or for mformation conceming industrial, commercial or scientific experience.

4, lhe provisions of paragraphs 1 and 2 shall not apply if the beneficial owner of
the royalties, being a resident of a Contracting State, carrics on business in the other
Contrucling State in which the royalties arisc, through a permanent establishment
situated therein, or performs in that other State independent personal services from a
tized hase situated therein, and the right or property in respect of which the royalties are
paid is effectively connecled with such permanent eslablishment or fixed base. In such
cases the provisions of Article 7 or Article 14, as the case may be, shall apply.

J. Royaltics shall be deemed to arise in a Contracting State when the paver is a
resident of that Stale. Where, however, the person paying the rovalties, whether the
paver is a resident of a Contracting State or not, has in a Contracting Stale a permanent
establishment or a fixed base in connection with which the obligation to pay the
royallies was incurred, and such royalties are borne by such permanent establishment or
fixcd base, then such royallies shall be deemed o arise in the State in which the
permanent establishment or fixed base i situated.

6. Where, by reason of a special relationship between the payer and the beneficial
owner or between both of them and some other person. the amount of the rovalties,
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 sbsence of such relationship, the provisions of this Article shall apply only 10 the
last-mentioned amount. In such case, the excess parl of the pavmenis shall remain
laxable according to the laws of each Contracting State, duc regard being had 1o the
other provisions of this Agreement.

Article 13
CAPITAL GATNSG

l. Ciains derived by a resident of a Contracting State from the alienation of
immovable property relered W in Article 6 and situated in the other Contracting State
may be taved in that other State.

2 Gigins from the alienation of movable property forming part of the business
property of a permanent establishment which an enterprise of a Contracting State has in
the other Contracting State or of movable property pertaining to a fixed base available
o @ resiclent of 8 Comtracting State in the other Contracting State for the purpose of
performing independent personal services, including such gains from the alienation of
much a pemmanent stsblishment (alone or with the whole enterprise) or of such fixed
base. Ty betaxed in that other State.

(ians from the alicnation of ships or aircrali operaled in international trafTic, or
nowibk property pertaining 1o the operation of soch ships or aircrafl, shall be laxable
mly in the Contracting Stale in which the place of cffective management of the
mteprse s dtuled




4, Gains from the alienation ol shares of the capital stock of a company, or of an
interest in a partnership or trest, the property of which consists directly or indirectly
principally of immovable property situated in a Contracting Statec may be taxed in that
Siale.

J. Gams from the aliemation of any property other than that refermred to in
paragraphs 1, 2 3 and 4, shall be taxable only in the Contracting State of which the
alienator is a resident

6. The provisions of paragraph 4 and 5 shall not affect the right of each of the
Contracting States 1o levy according to its own law a 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 resident of that State, derived by an
individual who is o resident of the other Contracting State and has been a resident of the
first-mentioned Stule in the course of the last five years preceding the alienation ol the
shares or rights.

Article 14
INDEPENDENT PERSONAL SERVICES

1. Income derived by an individual who is a resident of a Contracting Stale in
respect of professional or other similar services of an independent character shall be
taxable only in that State excepl in the following circumstances, when such income may
al=0 be taxed in the other Contracting State:

al il he has a fixed base regularly available w0 him in the other Contracting
State for the purpose of performing his activities: in that case, only so
much of the income as is atributable 1o that fixed base may be taxed in
that ether State; or
if his stay in the other Contracting State is for a period or periods
amounting o or exceeding in the aggregate 183 days in any 12-month
period commencing or ending in the calendar year concerned; in that
case, only s0 much of the income as is derived [rom his sctivities
performed in that other State may be taxed in that other State,

2. The term “professional services™ includes especially independent scientific,

literary, artistic, educational or teaching activities as well as the independent activities
of physicians, dentists, lawvers, engincers, architects, auditors and accountants.

Article 15
INOOME FROM EMPLOYMENT

L. subtyect 1o the provisions of Aricles 16, 18 and 19, salaries, wages and other
sitnilar remuneration derived by a residemt of a Contracting State in respect of an
ermployment shall be taxable only in that State unless the employment is exercised in the




other Contracting State. 1T the employment is so exercised, such remuneration as is
derived thercfrom may be taxed in that other State.

2. Motwithstanding the provisions of paragraph 1, remuneration derived by a
resident of a Contracting State in respect of an employment exercised in the other
Contracting State shall be taxable only in the first-mentioned State ifs

a) the recipient is present in the other State for a pericd or periods not
exceeding in the aggregate 183 days in any twelve month period
commencing of ending in the fiscal vear concemned; and
the remuneration is paid by, or on behalf of, an emplover who is not a
resident of the other State; and
theé remuneration is not borne by a permanent establishment or a fixed
base which the emplover has in the other State; and
the emplovment is not a case of hiring out of labour.

1 Notwithstanding the preceding provisions of this Article, remuneration derived
in respect of an employment exercised aboard a ship or aircraft operated in international
traffic, may be laxed in the Confracting State in which the place of effective
management of the enterprise is situated.

Artiele 16
DIRECTORS® FEES

Directors” fees and other similar payments derived by a resident ol 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 17
ARTISTES AND SPORTSPERSONS

l. Motwithstanding the provisions of Articles 7 and 15, income derived by a
resitdent of a Contracting State as an entertainer, such as a theatre, motion picture, radio
or television artiste, or a musician, or as a sportsperson, from his'hers personal activities
a5 such exercised in the other Contracting State, may he taxed in that other State.

2. Where income in respect of personal activities exercised by an entertainer or a
spartsperson in hishers capacity as such accrues not to the entertainer or sportsperson
himself’ berself but to another person, that income may, notwithstanding the provisions
of Articles 7 and 15, be taxed in the Contracting State in which the activities of the
enertairyer of Sporisperson are exercised.




Article 18
PENSIONS

1. Subject to the provisions of paragraph 2 of Article 19, pensions and other similar
remuneration paid to a resident of a Contracting State in consideration of past
employment shall be taxable only in that Statc.

2, However such pensions and other similar remuneration may also be taxed in the
Contracting State in which they arise if these payments are not subject to tax in the other
Contracting State under the ordinary rules of its tax law.

Article 19
GOVERNMENT SERVICE

salares, wages and other similar remuneration, other than a pension,

paid by a Contracting State or a local authority thereof to an individual in

respect of services rendered to that State or authority shall be taxable

anlv in that State.

Howewver, such salaries, wages and other similar remuneration shall he

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:

{1} isanational of that State: or

(i) did not become a resident of that State solely for the purpose of
rendering the services,

Any pension paid by, or out of funds created by, a Contracting Stale or a
local authority thereol o an individual in respect of services rendered to
that 5tate or authority shall be taxable only in that Starte,

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 Statc.

3. The provisions of Articles 15, 16, 17, and |8 shall apply to salarics, wages and
other similar remuneration and to pensions in respect of services rendered in connection
with a business carried on by a Contracting State or a local authority thercof,

Avrticle 20
STUDENTS AND APPRENTICES

1. Payments which a student or husiness apprentice who is or was immediately
belore vidting 2 Contracting State a resident of the other Contracting State and who is
presenl in the first-mentioned State solely for the purpose of his education or training
receives lor lhe pupose of his maintenance, education or training shall not be taxed in
that Slate, prowided that such payments arise from sources oulside that Stale.

2. In rapect of grants, scholarships and remuneration from employvment not
coversd by paragraph 1, a student or business apprentice described in paragraph 1 shall,




in addition, be entilled during such education or training 1 the same exemptions,
relieves or reductions in respect of taxes available to residents of the State which he is
visiting.

Article 21
OTHER INCOME

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

2. Ihe previsions of paragraph | shall not apply to meome, other than income from
immovable property as defined in paragraph 2 of Article 6, if the recipient of such
income, being a resident of a Contracting State, carries on business in the other
Contracting Stale through a permanent establishment sitwated therein, or perfonms in
that other State independent personal services from a fixed base situated therein, and the
right or property in respect of which the income is paid is effectively connected with
such permanent establishment or fixed base. In such case the provisions of Article 7 or
Article 14, as the case may be, shall apply.

Article 22
MISCELLANEOLS PROVISIONS

Notwilhsianding the provisions of any other Article of this Agreement, a resident
of a Contracting State shall not receive the benetit of any reduction in, or exemption
trom. tax provided for in the Agreement by the other Contracting State i the main
purpose or one of the main purposes of such resident or a person connected with such
resident is to obtain the benefils of the Agreement.

Article 23
ELIMINATION OF DOUBLE TAXATION

1. Where a resident of @ Contracting State derives income which, in accordance
with the provisions of this Agreement. may be taxed in the other Contracting State, the
lNral-mentioned State shall allow as a deduction from the tax on the income of thai
resident, an amount equal to the income tax paid in that other Statc,

Such deduction in either case shall not, however, exceed that part of the income tax. as
computed before the deduction is given, which is attributable, as the case may be, o the
incorme which may be taxed in that other State,

2. Where in accordance with any provision of the Agreement income derived
ownel by a resident of a Contracting State is exempl (rom ax in that State, such State
may nevertheless, in calculating the amount of tax on the remaining income of such
resicdlent, take into account the exempted income,




Avrtich: 24
WON-TMSCRIMINATION

L Nationals of a Contracting State shall not be subjected in the other Contmacting
State to any taxation or anv requirement connected therewith, which is other or mare
burdensome than the taxation and connected requirements to which nationals of that
other Stafe in the same circumstances, in particular with respect to residence, are or may
be subjected. This provision shall, notwithstanding the provisions of Article 1, also
apply 1o persons whe are not residents of one or both of the Contracting States.

2, The laxation 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
activities. This provision shall not be construed as obliging a Contracting State Lo grant
to residenis of the other Contracting Statc any personal allowances, relief’s and
reductions [or taxation putposes on account of civil status or family responsibilities
which it grants to its own residents.

3. Except where the provisions of paragraph 1 of Article 9, paragraph 3 of Article
11, or paragraph 6 of Article 12, apply, interest, rovalties and other dishursements 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 if they had been paid to a resident of the first-mentioned State.

4. Enterprises of a Contracting State, the capital of which is whally or partly owned
or controlled, directly or indirectly, by one or more residents of the other Contracting
Siate, shall not be subjected in the first-mentioned State to any taxation or any
requirement connectad therewith which is other or more burdensome than the taxation
and comnecled requitements to which other similar enterprises of the Grsl-mentioned
=tate are or may be subjected.

3, Ihe provisions of this Article shall, notwithstanding the provisions of Article 2,

apply Lo xes of every kind and description.

Article 25
MUTUAL AGREEMENT PROCEDURE

1. Where a person considers that the actions of one or both of the Contracting
States result or will result for him in taxation not in accordance with the provisions of
this Agreement, he may, imespective of the remedies provided by the domestic law of
those States, present his case to the competent authority of the Contracting State of
which he is a resident or, if his case comes under paragraph 1 of Article 23, to that of
the Contracting State of which he is a national. The case must be presented within three
wears from the first notification of the action resulting in taxation not in accordance with
the provisions of the Apreement.




. The competent authority shall endcavour, if the objection appears to it to be

Justified and if it is not itself able to arrive at a salisfactory solution, to resolve the case
by mutual Agreement with the competent authority of the other Contracting State, with
a view to the avoidance of taxation which is not in accordance with the Agreement. Any
Agrezsment reached shall be implemented notwithstanding any time limits in the
domestic law of the Contracting States.

3. The competent authorities of the Conlracting States shall endeavour to resolve
by mutual Apreement any difficulties or doubts arising as to the interpretation or
application ol the Agreemenl They may also consult together for the elimination of
double taxation in cases not provided for in the Agreement

4 The competent authorities of the Contracting States may communicate with each
other directly for the purpose of reaching an Apreement in the sense of the preceding
paragraphs.

Article 26
EXCHAMGE OF INFORMATION

. I'he competent authoritics of the Contracting States shall exchange such
information as is foresecable relevant for carryving out the provisions of this Agreement
or o the administration or enforcement of the domestic laws concerning taxes of every
kind and deseription imposed on behall” of the Contracting States, or of their political
subdivisions or local authorities, insofar as the taxation hereunder is not contrary to the
Apreement. The exchange of information is not restricted by Articles 1 and 2.

2. Any information received under paragraph 1 by a Contracting State shall be
treated as secrel in the same manner as information obtained under the domestic laws of
(hat State and shall be disclosed only o persoms or authorities (including courts and
administrative bodies) concerned with the assessment or collection of, the enforcement
or prosecution in respect of, the determination of appeals in relation o the taxes referred
to in paragraph 1. or the oversight of the above. Such persons or authorities shall use the
im[ormation omly for such purposes. They may disclose the information in public court
procesdings or o judicial declsions,

3. In i case shall the provisions of paragraphs 1 and 2 be construed so as to
imipose on 8 Contracting State the obligation:

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

b to supply information which is not obtainable under the laws or in the
norimal course of the administration of that or of the other Contracting
State;

to supply information which would disclose any itrade, business,
industrial, commercial or professional secret or trade process, or
information, the disclosure of which would be contrary to public policy
(public order).




4. I information is requested by a Contracting State in accordance with this
Arlicle, the other Contracting State shall use its information gathering measures to
obtain the requested information, even though that other State may not need such
information for its own tax purposes. The ohligation contained in the preceding
sentence is subject to the limitations of paragraph 3 but in no case shall such limitations
be construed to permit a Contracting State to decline to supply information solely
because it has no domestic interest in such information

2 In no case shall the provisions of paragraph 3 be construed to permit a
Contracting State to decline 1o supply information solely because the information is held
by a bank, other financial institution, nominee or person acting in an agency or a
hiduciary capacity or because it relates w ownership interests in a person.

Article 27
MEMBERS OF DIPFLOMATIC MISSIONS AND CONSULAR POSTS

Mothing in this Agreement shall affect the fiscal privileges of members of
diplomatic missions or consular posts under the general rules of international law or
under the provisions of special Agreements.

Article 28
ENTEY INTO FORCE

1. Ihis Apreement shall be ratified and the Contracting States shall notifv cach
other that their legal requirements for the entry into force of this Agreement have been

fulfilled.

2 The Agreement shall enter into force on the date of the later of the notifications
referred to in paragraph 1 and its provisions shall have effect in both Contracting States:

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

k) in respect of other laxes on income, for taxes chargeable for any tax vear
beginning on or after | January in the calendar vear next following the
year in which the later notice is given,

Article 29
TERMIMNATION

This Agreement shall remain in force until terminated by a Contracling State.
Either Contracting State may terminate the Agreement through diplomatic channels, by
giving notice of termination in writing at least six months before the end of any calendar
vear beginning afier the expiration of a pericd of five vears [rom the date of its cotry




into force. In such cvent, the Agreement shall cease to have effect in both Contracting
States:

a) in respect of taxes withheld at source, on income derived, on or sfter |
January in the calendar vear next following the year in which the notfice is
Diven;

1)} in respect of other taxes on income for taxes chargcable for any tax year
beginning on of afier 1 January in the calendar vear next following the
vear in which the notice is given,

I WITNESS WHEREOF the undersigned, duly authorized thereto, have signed
this AGREEMENT.

s Done in duplicate at ;VEW \'ﬁﬂrrnlrf on this Eq&' day of
,,_'E-u:-‘-'l’; 1eh s 9o |y inthe English language.

For the Council of Ministers of the For the Government of Iceland
Republic of Albania




PROTOCOL

Albania and lceland have agreed, at the signing of the Agreement between the two
States [or the aveidance of double taxation and the prevention ol lscal evasion with respect
o laxes on income, upon the following provisions which shall form an integral part of the
said Agreement.

Ad Article 15

In paragraph 2 d) of Anticle 15, emplovees resident in a Contracting State shall be
deemed to be hired oul if they are placed at another person’s disposal by a person (the
employment agent) 1o carry oul work in the business of such other person (the principal),
siuated in another Conmtracting State, provided that the principal is resident or has a
permanent establishment in that other State, and that the employment agent has no
responsibility and does not bear any risk in respect of the result of the work.

In determining whether an emplovee shall be deemed to be hired out, a
comprehensive review should be carried out, with particular reference to whether:

a) the ultimate control over the work rests with the principal;

i the work is carried out in a place of work which is at the disposal of the  principal
and for which he has responsibility;

<) the remuncration of the employment agent is computed according to the time  spent
or with reference 1o any other relationship between the remuneration and the wages received
by the emplovee:

d) the main ools and materials are supplied by the principal; and

ch the employment agenl does not decide unilaterally on the number of employees
of their qualihcations.

IN WITNESS WHEREOF the undersigned, duly authorized thereto, have signed
this Provocol.

; ; . % o e b e
; Done in duplicate w “:3'3- \) A _ on this 24", day of
L p o @mtey o alk inthe English language. ~
i T

Far the Council of Ministers of the For the Government of leeland
Re public of Albania:

._-...




