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STATUTORY INSTRUMENTS

1996 No. 3166

INCOME TAX

The Double Taxation Relief (Taxes
on Income)(Finland) Order 1996

Made       -      -      -      - 19th December 1996

At the Court at Buckingham Palace, the 19th day of December 1996
Present,

The Queen’s Most Excellent Majesty in Council

Whereas a draft of this Order was laid before the House of Commons in accordance with the
provisions of section 788(10) of the Income and Corporation Taxes Act 1988(1), and an Address
has been presented to Her Majesty by that House praying that an Order may be made in the terms
of that draft:

Now, therefore, Her Majesty, in exercise of the powers conferred upon Her by section 788 of the
said Act, and of all other powers enabling Her in that behalf, is pleased, by and with the advice of
Her Privy Council, to order, and it is hereby ordered, as follows:—

1. This Order may be cited as the Double Taxation Relief (Taxes on Income) (Finland) Order
1996.

2. It is hereby declared—
(a) that the arrangements specified in the Protocol set out in Part I of the Schedule to this

Order and in the Exchange of Notes constituting an Agreement set out in Part II of that
Schedule, which vary the arrangements set out in the Schedule to the Double Taxation
Relief (Taxes on Income) (Finland) Order 1970(2), as amended by the arrangements set
out in the Schedule to the Double Taxation Relief (Taxes on Income) (Finland) Order
1973(3), by the arrangements set out in the Schedule to the Double Taxation Relief
(Taxes on Income) (Finland) Order 1980(4), by the arrangements set out in the Schedule
to the Double Taxation Relief (Taxes on Income) (Finland) Order 1985(5) and by the
arrangements set out in the Schedule to the Double Taxation Relief (Taxes on Income)

(1) 1988 c. 1; section 788 is extended by section 277 of the Taxation of Chargeable Gains Act 1992 (c. 12) and has effect in
relation to petroleum revenue tax as modified by section 194 of the Finance Act 1993 (c. 34).

(2) S.I.1970/153.
(3) S.I. 1973/1327.
(4) S.I. 1980/710.
(5) S.I. 1985/1997.
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(Finland) Order 1991(6), have been made with the Government of the Republic of Finland
with a view to affording relief from double taxation in relation to income tax, corporation
tax, petroleum revenue tax or capital gains tax and taxes of a similar character imposed
by the laws of Finland; and

(b) that it is expedient that those arrangements should have effect.

N. H. Nicholls
Clerk of the Privy Council

(6) S.I. 1991/2878.
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SCHEDULE

PART I
PROTOCOL BETWEEN THE GOVERNMENT OF THE UNITED
KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND
AND THE GOVERNMENT OFTHE REPUBLIC OF FINLAND
TO AMEND THE CONVENTION FOR THE AVOIDANCE OF
DOUBLE TAXATION AND THE PREVENTION OF FISCAL

EVASION WITH RESPECT TO TAXES ON INCOME AND CAPITAL,
SIGNED AT LONDON ON 17TH JULY 1969 AS AMENDED BY THE

PROTOCOLS SIGNED AT LONDON ON 17TH MAY 1973, 16TH
NOVEMBER 1979, 1ST OCTOBER 1985 AND 26TH SEPTEMBER 1991.

The Government of the United Kingdom of Great Britain and Northern Ireland and the Government
of the Republic of Finland;
Desiring to conclude a Protocol to amend the Convention between the Contracting Parties for the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
and Capital, signed at London on 17th July 1969, as amended by the Protocols signed at London
on 17th May 1973, 16th November 1979, 1st October 1985 and 26th September 1991 (hereinafter
referred to as “the Convention”);
Have agreed as follows:

ARTICLE I
Paragraph (1) of Article 2 of the Convention shall be deleted and replaced by the following:

“(1)  The taxes which are the subject of this Convention are:
(a) in the United Kingdom of Great Britain and Northern Ireland:

(i) the income tax;
(ii) the corporation tax;

(iii) the petroleum revenue tax; and
(iv) the capital gains tax;

(b) in Finland:
(i) the state income taxes (valtion tuloverot; de statliga inkomstskatterna);

(ii) the corporate income tax (yhteisöjen tulovero; inkomstskatten för samfund);
(iii) the communal tax (kunnallisvero; kommunalskatten);
(iv) the church tax (kirkollisvero; kyrkoskatten);
(v) the tax withheld at source from interest (korkotulon lähdevero; källskatten på

ränteinkomst);
(vi) the tax withheld at source from non-residents' income (rajoitetusti verovelvollisen

lähdevero; källskatten för begränsat skattskyldig); and
(vii) the state capital tax (valtion varallisuusvero; den statliga förmögenhetsskatten).”
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ARTICLE II
Article 6 of the Convention shall be deleted and replaced by the following:

“ARTICLE 6

Limitation of relief
Where under any provision of this Convention income or capital gains are relieved from Finnish tax
and, under the law in force in the United Kingdom, an individual in respect of the said income or
capital gains is subject to tax by reference to the amount thereof which is remitted to or received
in the United Kingdom and not by reference to the full amount thereof,then the relief to be allowed
under this Convention in Finland shall apply only to so much of the income or capital gains as is
remitted to or received in the United Kingdom.”

ARTICLE III
Article 10 of the Convention shall be deleted and replaced by the following:

“ARTICLE 10

Associated enterprises
(1)  Where

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

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

and in either case conditions are made or imposed between the two enterprises in their commercial or
financial relations which differ from those which would be made between independent enterprises,
then any profits which would, but for those conditions, have accrued to one of the enterprises, but,
by reason of those conditions, have not so accrued, may be included in the profits of that enterprise
and taxed accordingly.

(2)  Where a Contracting State includes in the profits of an enterprise of that State - and taxes
accordingly - profits on which an enterprise of the other Contracting State has been charged to tax in
that other State and the profits so included are profits which would have accrued to the enterprise of
the first-mentioned State if the conditions made between the two enterprises had been those which
would have been made between independent enterprises, then, if it agrees that the taxation of such
profits by the first-mentioned State is justified both in principle and as regards the amount under the
provisions of paragraph (1) of this Article, that other State shall make an appropriate adjustment to
the amount of tax charged therein on those profits. In determining such adjustment, due regard shall
be had to the other provisions of this Convention and the competent authorities of the Contracting
States shall if necessary consult each other.”

ARTICLE IV
Article 11 of the Convention shall be deleted and replaced by the following:
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“ARTICLE 11

Dividends
(1)  Dividends paid by a company being a resident of a Contracting State which are derived and

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

(2)  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 corporate rights assimilated
to income from shares by the taxation law of the State of which the company making the distribution
is a resident and also includes any other item (other than interest or royalties relieved from tax under
the provisions of Article 12 or Article 13 of this Convention) which, under the law of the Contracting
State of which the company paying the dividend is a resident, is treated as a dividend or distribution
of a company.

(3)  The provisions of paragraph (1) of this Article shall not apply if the beneficial owner of the
dividends, being a resident of a Contracting State, carries on business in the other Contracting State
of which the company paying the dividends is a resident, through a permanent establishment situated
therein, or performs in that 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 fixed base. In such case the provisions of Article 8 or Article 15, as the
case may be, shall apply.

(4)  If the beneficial owner of the dividends being a resident of a Contracting State owns 10 per
cent. or more of the class of shares in respect of which the dividends are paid and does not suffer tax
thereon in that State then paragraph (1) of this Article shall not apply to the dividends to the extent
that they can have been paid only out of profits which the company paying the dividends earned or
other income which it received in a period ending twelve months or more before the relevant date.
For the purposes of this paragraph the term “relevant date” means the date on which the beneficial
owner of the dividends became the owner of 10 per cent. or more of the class of shares in question.
Provided that this paragraph shall apply only if the shares were acquired primarily for the purpose
of securing the benefit of this Article and not for bona fide commercial reasons.

(5)  Where a company which is a resident of a Contracting State derives profits or income from
the other Contracting State, that other State may not impose any tax on the dividends paid by the
company, except insofar as such dividends are paid to a resident of that other State or insofar as
the holding in respect of which the dividends are 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 profits or income arising in such other State.”

ARTICLE V
Paragraphs (4) and (7) of Article 12 of the Convention shall be deleted and the existing paragraphs
(5), (6) and (8) shall be renumbered (4), (5) and (6) respectively.

ARTICLE VI
Paragraph (2) of Article 14 of the Convention shall be deleted and replaced by the following:

“(2)  Gains derived by a resident of a Contracting State from the alienation of:
(a) shares or other corporate rights, other than shares quoted on an approved Stock Exchange,

deriving more than half of their value directly or indirectly from immovable property
situated in the other Contracting State, or
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(b) an interest in a partnership or trust the assets of which derive more than half of their value
from immovable property situated in the other Contracting State, or from shares or other
corporate rights referred to in sub-paragraph (a) above,may be taxed in that other State.”

ARTICLE VII
Sub-paragraph (a) of paragraph (2) of Article 16 shall be deleted and replaced by the following:

“(a)   the recipient is present in the other State for a period or periods not exceeding in the
aggregate 183 days within any twelve-month period; and”

ARTICLE VIII
Article 19 of the Convention shall be deleted and replaced by the following:

“ARTICLE 19

Pensions, annuities and social welfare payments
(1)  Subject to the provisions of paragraph (2) of Article 20:

(a) pensions and other similar payments arising in a Contracting State,
(b) benefits, whether periodic or lump-sum compensation, awarded under the social security

legislation of a Contracting State or under any public scheme organised by a Contracting
State for social welfare purposes, or

(c) any annuity arising in a Contracting State,shall be taxable only in that Contracting State.
(2)  The term “annuity” as used in this Article means a stated sum payable periodically to an

individual at stated times during his life, or during a specified or ascertainable period of time, under
an obligation to make the payments in return for adequate and full consideration in money or money’s
worth.”

ARTICLE IX
Paragraph (2) of Article 24 of the Convention shall be deleted and replaced by the following:

“(2)  Capital represented by:
(a) shares or other corporate rights, other than shares quoted on an approved Stock Exchange,

deriving more than half of their value directly or indirectly from immovable property
situated in a Contracting State, or

(b) an interest in partnership or trust the assets of which derive more than half of their value
from immovable property situated in a Contracting State, or from shares or other corporate
rights referred to in sub-paragraph (a) above,

may be taxed in that State.”

ARTICLE X
(1)  Sub-paragraph (b) of paragraph (1) of Article 25 of the Convention shall be deleted and

replaced by the following:
“(b)   in the case of a dividend paid by a company being a resident of Finland to a company

which is a resident of the United Kingdom and which controls directly or indirectly at
least 10 per cent. of the voting power in the company paying the dividend, the credit
shall take into account (in addition to any Finnish tax creditable under the provisions of
sub-paragraph (a) of this paragraph) the Finnish tax payable by the company in respect
of the profits out of which such dividend is paid.”
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(2)  Paragraph (2) of Article 25 of the Convention shall be deleted and replaced by the following:
“(2)  Subject to the provisions of the law of Finland regarding the elimination of

international double taxation (which shall not affect the general principle hereof), double
taxation shall be eliminated in Finland as follows:

(a) Where a resident of Finland derives income or chargeable gains which, in
accordance with the provisions of the Convention, may be taxed in the United
Kingdom, Finland shall, subject to the provisions of sub-paragraph (b) of this
paragraph, allow as a deduction from the Finnish tax of that person, an amount
equal to the United Kingdom tax paid under the law of the United Kingdom and
in accordance with the Convention, as computed by reference to the same income
or chargeable gains by reference to which the Finnish tax is computed.

(b) Dividends paid by a company being a resident of the United Kingdom to a
company which is a resident of Finland and which controls directly at least 10 per
cent. of the voting power in the company paying the dividends shall be exempt
from Finnish tax.

(c) Where a resident of Finland derives income which, in accordance with the
provisions of Article 19 or Article 20, shall be taxable only in the United
Kingdom, such income shall be exempt from Finnish tax; however, Finland may,
in calculating the amount of tax on the remaining income of such person, take
into account the exempted income.”

ARTICLE XI
Article 26 of the Convention shall be deleted.

ARTICLE XII
Each of the Contracting Parties shall notify to the other the completion of the procedures required
by its law for the bringing into force of this Protocol. The Protocol shall enter into force fifteen days
after the date of the later of these notifications and shall thereupon have effect:

(a) in the United Kingdom:
(i) in respect of income tax and capital gains tax, for any year of assessment beginning

on or after 6th April in the calendar year next following that in which the Protocol
enters into force;

(ii) in respect of corporation tax, for any financial year beginning on or after 1st April
in the calendar year next following that in which the Protocol enters into force;

(b) in Finland:
(i) in respect of taxes withheld at source, on income derived on or after 1st January in

the calendar year next following that in which the Protocol enters into force, and
thereafter;

(ii) in respect of other taxes on income, and taxes on capital, for taxes chargeable for
any tax year beginning on or after 1st January in the calendar year next following
that in which the Protocol enters into force.

In witness whereof the undersigned, duly authorised thereto, have signed this Protocol.
For the Government of the United Kingdom of Great Britain and Northern Ireland:
Done in duplicate at Helsinki this 31st day of July 1996, in the English and Finnish languages, both
texts being equally authentic.
David Allan Burns

7



Document Generated: 2023-06-27
Status:  This is the original version (as it was originally made). This
item of legislation is currently only available in its original format.

For the Government of the Republic of Finland:
Hillel Skurnik

PART II
EXCHANGE OF NOTES

Your Excellency,
Helsinki 31st July 1996
I have the honour to refer to the Convention between the Government of the Republic of Finland
and the Government of the United Kingdom of Great Britain and Northern Ireland for the avoidance
of double taxation and the prevention of fiscal evasion with respect to taxes on income and capital,
signed at London on 17th July 1969 as amended by the Protocols signed at London on 17th May
1973, 16th November 1979, 1st October 1985 and 26th September 1991 and by the Protocol signed
today (hereinafter referred to as “the Convention”), and to make, on behalf of the Government of
the Republic of Finland, the following proposals:
With reference to paragraph (2) of Article 2, sub-paragraph (1)(j) of Article 3, sub-paragraph (2)(d)
of Article 4, paragraphs 1, 2, 3 and 4 of Article 28 and Article 29 of the Convention, it is noted that in
the Convention the Finnish-language term “asianomainen viranomainen” is used as the equivalent
for the English-language term “competent authority”. However, the correct equivalent in Finnish
is now “toimivaltainen viranomainen”. It has been agreed that, in relation to the Finnish-language
text as amended, the term “toimivaltainen viranomainen” as used in the Protocol between the two
Governments to amend the Convention, signed today, should be read in place of “asianomainen
viranomainen” used heretofore in the Convention.
With reference to sub-paragraph (b) of paragraph (1) and sub-paragraph (b) of paragraph (2) of
Article 25 of the Convention, by continuing to use the criterion of a holding of voting power the
Contracting States are exercising the option provided in paragraph 2 of Article 3 of Council Directive
90/435/EEC of 23rd July 1990 to derogate from paragraph 1 of that Article by replacing the criterion
of a holding in the capital of a company of another Member State by that of a holding of voting rights.
If the foregoing proposals are acceptable to the Government of the United Kingdom of Great Britain
and Northern Ireland, I have the honour to suggest that the present Note and Your Excellency’s reply
to that effect should be regarded as constituting an agreement between the two Governments in this
matter, which shall enter into force at the same time as the entry into force of this Protocol to the
Convention.
I avail myself of this opportunity to extend to you, Your Excellency, the assurance of my highest
consideration.
Hillel Skurnik
Director for International Tax Affairs
Your Excellency,
Helsinki,
31st July 1996
I have the honour to acknowledge receipt of your Note of today’s date which reads as follows:

“I have the honour to refer to the Convention between the Government of the Republic of Finland
and the Government of the United Kingdom of Great Britain and Northern Ireland for the avoidance
of double taxation and the prevention of fiscal evasion with respect to taxes on income and capital,
signed at London on 17th July 1969 as amended by the Protocols signed at London on 17th May
1973, 16th November 1979, 1st October 1985 and 26th September 1991 and by the Protocol signed
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today (hereinafter referred to as “the Convention”), and to make, on behalf of the Government of
the Republic of Finland, the following proposals:

With reference to paragraph (2) of Article 2, sub-paragraph (1)(j) of Article 3, sub-paragraph (2)(d)
of Article 4, paragraphs 1, 2, 3 and 4 of Article 28 and Article 29 of the Convention, it is noted that in
the Convention the Finnish-language term “asianomainen viranomainen” is used as the equivalent
for the English-language term “competent authority”. However, the correct equivalent in Finnish
is now “toimivaltainen viranomainen”. It has been agreed that, in relation to the Finnish-language
text as amended, the term “toimivaltainen viranomainen” as used in the Protocol between the two
Governments to amend the Convention, signed today, should be read in place of “asianomainen
viranomainen” used heretofore in the Convention.

With reference to sub-paragraph (b) of paragraph (1) and sub-paragraph (b) of paragraph (2) of
Article 25 of the Convention, by continuing to use the criterion of a holding of voting power the
Contracting States are exercising the option provided in paragraph 2 of Article 3 of Council Directive
90/435/EEC of 23rd July 1990 to derogate from paragraph 1 of that Article by replacing the criterion
of a holding in the capital of a company of another Member State by that of a holding of voting rights.

If the foregoing proposals are acceptable to the Government of the United Kingdom of Great Britain
and Northern Ireland, I have the honour to suggest that the present Note and Your Excellency’s reply
to that effect should be regarded as constituting an agreement between the two Governments in this
matter, which shall enter into force at the same time as the entry into force of this Protocol to the
Convention.”.
The foregoing proposals being acceptable to the Government of the United Kingdom of Great Britain
and Northern Ireland, I have the honour to confirm that Your Excellency’s Note and this reply shall
be regarded as constituting an agreement between the two Governments in this matter which shall
enter into force at the same time as the entry into force of this Protocol to the Convention.
I avail myself of this opportunity to renew to Your Excellency, the assurance of my highest
consideration.
David Allan Burns
His Excellency the Ambassador of the United Kingdom of Great Britain and Northern Ireland

EXPLANATORY NOTE

(This note is not part of the Order)

The Protocol set out in the Schedule to this Order makes certain alterations to the Convention set out
in the Schedule to the Double Taxation Relief (Taxes on Income) (Finland) Order 1970 as amended
by four subsequent Protocols.
The Protocol updates the list of taxes covered by the Convention (Article I).
The limitation of relief article is amended to provide that relief from Finnish tax in respect of income
or capital gains is limited to so much of the income or gain as is remitted to, or received in, the
United Kingdom (Article II).
The associated enterprises article is amended to provide for the Contracting States to make
appropriate adjustments to existing assessments on an enterprise where the other State adjusts
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the profits of a related enterprise; and to consult under the mutual agreement procedure of the
Convention where necessary (Article III).
The dividends article is amended with the result that tax credits are no longer available to investors
in one State who receive dividends from an enterprise of the other State (Article IV).
The pensions article is amended to give the State paying pensions and social welfare payments the
right to tax them (Article VIII).
Amendments are also made to the articles of the Convention dealing with interest, capital gains and
employments. In the interest article the paragraphs providing a defence to the thin capitalisation of
companies are deleted following changes to domestic legislation (Article V). The capital gains article
is amended to provide for shared taxing rights on gains from the disposal of shares in companies
whose assets consist mainly of land or any category of immovable property as defined in the article
dealing with immovable property (Articles VI and IX). In the employments article, the period which
determines which State has the right to tax is clarified (Article VII).
The elimination of double taxation article is updated in line with changes elsewhere in the Protocol
(Article X).
Article 26 of the Convention is deleted as its provisions for residents of either country to receive
personal allowances, reliefs and reductions from tax in the other country simply repeated what is
already available by virtue of Article 27(1) and its interaction with domestic legislation. (Article XI).
The Protocol will enter into force fifteen days after the date of the later of the notifications by each
country of the completion of its legislative procedures. It will take effect in the United Kingdom for
corporation tax on or after 1st April and for income tax and capital gains tax on or after 6th April in
the calendar year following that in which it enters into force. The date of entry into force will in due
course be published in the London, Edinburgh and Belfast Gazettes.
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