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Tax issues resolved

Oil companies have for a
long time being looking
for a clear-cut taxation
situation between the
Faroes and the UK. A
dual tax agreement

has now finally been
agreed between the two
countries, and this will
probably increase the
interest to work and
operate in the Faroes

I By Hilmar Simonsen

The issue is very often raised;
there is nothing as unclear as
taxation systems, and when
considerations have to be

taken regarding the tax

systems in two countries, the
chain has simply come off the
bike. This is the situation the
international oil companies have
been facing, if they intended to
operate in the Faroes. The
taxation system has been quite
unclear and for many oil
companies based in London, this
unclear situation has created
problems.

The new taxation agreement
however has turned things
around. On the 20th of June
2007, Mr Magni Laksafoss, the
government minister for fiscal
affairs and the UK tax minister,
Mrs. Dawn Primarolo signed a
new dual taxation agreement,
which will come into force on
the 1st of January 2008, after it
supposedly is passed both by the
UK and Faroe parliaments.

Satisfied minister
The Faroe minister is very

Mr Magni Laksafoss, the government minister for fiscal affairs

pleased with this new agreement,
which he hopes will increase the
interest of foreign oil companies
to work here: -“The oil industry
has for a long time been
requesting clear-cut rules on tax
issues. Therefore I estimate this
agreement can only be an
advantage for British companies
and people working in the
Faroes”, says Mr Laksafoss.

He is aware of oil companies
refraining from working in the
Faroes, e.g. activities which
could be done here being done
abroad instead: -“If the oil
revenues, which the Faroes have
received to date would have been
larger or less if this dual tax
agreement had been in force all
the time, we will never know, but
we are aware of oil companies
electing to allocate activities
abroad, which could have been
performed here, directly due to
the unclear tax situation”, says

the minister, and he adds: -
“Foreign oil companies have
made it known that their interest
in having oil activities based in
the Faroes is very much linked to
exactly this agreement”.

The situation has been that
both the UK and the Faroes have
each in their own way
implemented a so-called “global
taxation system”, which means
that all activity in a specific area
was accordingly taxed in that
area.

Many birds nests to unravel

- “Through this dual tax agree-
ment you should never be taxed
twice. On the other hand an
agreement has been reached
between the two countries how
these tax revenues shall be
divided”, says Mr Laksafoss.

It normally takes a long time
to reach such agreements, as

there are so many aspects to take
into consideration: —“As an

example let me mentioned
pension funds. Which country
shall receive the tax revenue?
The country where the pension
receiving person lives or the
country in where the pension
fund is located? This is just one
of the many questions which
must be settled before an
agreement is signed. Over these
past few years there are many
examples of Nordic senior
citizens, whose official papers
have been transferred to southern
European countries, where tax is
substantially lower. Another issue
is, how do you tax people and
how do you tax investments?”,
says the minister.

While all these questions have
fallen into place through this
bilateral agreement between the
UK and the Faroes, the Nordic
countries, of which the Faroes
and a partner to, are working on
a new multilateral tax agreement,
which is intended to come into
force in 2010.

The dual tax agreement between the Faroes and the
UK will benefit both countries and is good news for the
oilindustry

Skattligir ivaspurningar ruddadir av vegnum

Oljufelog hava leingi
eftirlyst greioum skattl-
igum vidurskiftum millum
Foroyar og Bretland. Nu

er so ein tviskattaavtala
landanna millum endiliga
komin upp 4 plass. Hetta
fer helst at gkja um dhugan
hja oljufelogunum at virka
i Feroyum

Tad hevur mangan verid havt 4
munni, at einki er so flekjasligt sum
skattaskipanir. Og ta fyrilit skulu
takast fyri skattaskipanum i tveimum
londum samstundis, so loypir ketan
av hjolinum. Hesari stodu hevur
altjoda oljuvinnan verid i higartil, ta
tey hava skulad virka i Feroyum.
Skattavidurskiftini millum Feroya og

Bretland hava nevniliga verid 6greid,
og fyri mong oljufelog, sum hava sin
grundvell i London, hava 6greidu
vidurskiftini verid til stéran ampa.
Men vid nyggju tviskattaavtaluni
er vend komin i. Tann 20. juni i ar
skrivabu Magni Laksafoss, lands-
styrismadur i figgjarmalum, og
bretski skattamalaradharrin, Dawn
Primarolo, undir nyggjan tviskatta-
sattmala, sum eftir atlan kemur i
gildi tann 1. januar 2008, eftir at
hann er samtyktur { dvikavist lag-
tinginum og bretska parlamentinum.

Vel negdur
landsstyrismadur
Landsstyrismadurin er sera fegin um
nyggja sattmalan, sum hann vantar
fer at gkja um dhugan hja utlendsk-
um oljufelegum at virka i Feroyum.
- Oljuvinnan hevur i longri tid
eftirlyst greidar reglur 4 skatta-

okinum. Ti meti eg, at hendan
avtalan bert kann vera til fyrimuns
fyri bretsk felog og personar, sum
virka 1 Feroyum, sigur Magni
Laksafoss.

Hann er vitandi um, at noégv virk-
semi hja oljufelogunum hevur verid
hildid uttanlands, sum kundi verid
hildid i Feroyum, ti skattavidur-
skiftini millum Bretland og Feroyar
hava verid o6greid.

- Um ter oljuinntekur, sum
foroyska samfelagid higartil hevur
havt, hevdu veri0 sterri ella minni,
um tviskattaavtalan hevdi verid {
gildi alla tidina, tad vita vit ikki.
Men vit vita, at oljufelog hava valt at
hava ndgv virksemi i utlandinum,
sum kundi havt verid i Feroyum, ti
tey skattligu vidurskiftini hava verid
ogreid, sigur landsstyrismadurin.

Og hann leggur afturat:

- Utlendsk oljufelog hava givid til
kennar, at teirra dhugi at hava

oljuvirksemi i Feroyum er nogv
tengdur at just hesum sattmalanum.

Nogvar flokjur at greida
Stedan higartil hevur verid, at badi
Bretland og Faroyar hver i sinum
lagi hava havt eitt sokallad ‘global
taxation system’, sum merkir, at alt
sum rordi seg i egnum oki eisini
skuldi skattast har.

- Vid tviskattaavtalu verdur ti
ongantid dupultskattadur. Hinvegin
er avtala gjord millum londini um,
hvussu skattainntekurnar skulu
bytast, greidir Magni Laksafoss fra
og leggur afturat, at tad vanliga tekur
langa tid at gera slikar sattmalar, ti
sera nogyv atlit skulu takast.

- Sum demi kann eg nevna
pensionsgrunnar. Hvat land eigur
skattainntgkurnar fra utgoldnum
pensionum: landid har pensionisturin
byr, ella landid har pensions-

grunnurin er? Hetta er bert ein av
négvum spurningum, sum greida
skal faast 4, adrenn ein slik avtala
kann gerast, greidir Magni Laksafoss
fra.

Seinastu arini hava négv demi
verid um nordurlendskar pension-
istar, 10 4 pappirinum eru fluttir til
lond 1 Sudurevropa, har skatta-
prosentid er munandi laegri enn {
Nordurlondum.

- Ein annar spurningur er, hvussu
skattar tu personar, og hvussu skattar
ta ilegur, heldur landsstyrismadurin
fram.

Medan allir hesir spurningar nt
eru fingnir upp 4 plass vid bilateralu
skattaavtaluni millum Feroyar og
Bretland, so arbeida Nordurlond, har
Foeroyar eisini eru partur, vid eini
nyggjari multilateralari skattaavtalu,
sum eftir @tlan skal koma i gildi i
2010.



