MINISTRY OF FINANCE AND ECONOMIC MANAGEMENT

COLLECTOR'S RULING 2014/01

SUBJECT: Withholding Tax on Royalty Payments

Background

L The purpose of this Ruling is to outline the Collector's interpretation of when withholding

tax should be deducted from royalty payments made to non-residents.

2. This Ruling does not address the deduction of withholding tax from dividend and interest
payments.

3. All references to legislative provisions In this Ruling are references to the Cook Islands
Income Tax Act 1957,

. Attachment A (Decision-Making Model) and Attachment B (Working Examples) to this
Ruling provide additional guidance for taxpayers. Attachment C (Legislation) to this Ruling
contains a full extract of relevant legisiative provisions.

Summary

5. Part VIl of the Income Tax Act 1997 imposes withholding tax at a rate of 15% on royalty
payments made to non-residents,

L Royaities include “royolties or other like payments dependent upon production from or the
use af any real or personal property, whether or not they are instalments of the purchaose
price af any property” (55.46(1)(e)) and "olf poyments for the supply, in connection with the
corrying on of a business, of scientific, technical, industrial or commercial knowledge,
information, assistance, or services” (ss.46{1)(f]). [emphasis added]

A A rovalty paymient will became “withholding income” and be subject to withhalding tax if:

- It is not exempt from income tax;
- It was derived from the Cook Islands; and
- It was paid to a person who is not resident in the Cook Islands.

Ruling

B. Part Vil of the Income Tox Act 1997 provides the legislative basis to impose withholding tax
on royalty payments made to non-residents.

. Part VIl applies to any withholding income paid or derived (5.99).

10. Every person who derives withholding income |5 liable to pay withholding tax at a rate of
15% on that income [ss. 100(1]).
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The obligation to deduct withholding tax from withholding income rests with the person
who makes the payment of withholding income (s5.101(1)).

"Withholding income” iz defined relevantly as income that is derived from the Cook Islands
and is a royalty paid to a person whao is not resident in the Cook Islands (5.98). It does not
include income that is exempt from income tax (s.98).

Whether or not a royalty payment is subject to withholding tax depends on whether it
comes within the definition of “withholding income”,

This is determined by a four-stage enguiry:

Is the income exempt from income tax?

Is the income a rovalty?

Is the income derived from the Cook Islands?

Is the income being paid to a person wha Is not resident in the Cook |slands?

it ol

iry: Is the Income e from in
Withholding income does not include income that is whally exempt from Income tax (5.98).

Income derived by a person who is not resident in the Cook Islands from personal (including
professional) services performed by that person within the Cook Islands during a visit to the
Cook Islands is wholly exempt from income tax if:

The person’s visit does not exceed a period or perlods exceeding 30 days (s.42(1{d){il];
and
The income is subject ta any tax in the person’s country of residence that is substantially
of the same nature as income tax payable in the Cook Islands {s.42(1){d){ii}}; and

= The services are performed for or on behalf of a person wha is not resident in the Cook
Islands {s.42(1){d){iii)).

For the purposes of this enguiry, “person” is defined to include a company, a corporation
sole; a body of persons [whether incorporated or not) and a local or public authority (5.2).

The residence of a "person” is determined as follows:

- A person other than a company is deemed to be resident in the Cook Islands if the
person’s home isin the Cook Islands and they have been personally present in the Cook
Islands for more than 183 days in a 12 month period {s5.82(1)); and

- Acompany is deemed to be resident in the Cook Islands if the company is incorporated
in the Cook Islands or has its head office in the Cook Islands (55.82(2)).

The “head office”™ of a company is the centre of its administrative management (s5.82(3]).
The physical location of a company's centre of administrative management is a gquestion of
fact that is determined by examining the nature of the company’s business and its trading
activities.



2econd Enquiry: Is the income a royalty?

20, A "royalty” is defined as a payment of any of the kinds referred to in section 46{1){e) and
section 4601)(f){s.28).

Section 4. - Royalties and other ke poyments depende tion from the use of real
or persongl property, whether or not they are instolments of the purchase price of any property

21. Royalties and other like payments falling within section 46(1){e), made by a person to obtain
the right to use and exploit all forms of property, will commanly include:

- Payments for the right to use copyrights, patents, trademarks, designs or models, plans
secret formulas or processes;

- Payments to develop or use copyright in software;

- Payments for the right to exploit natural resources; and

- Payments for the right to use films or tapes for motion picture screening, television
broadcasting or radio broadcasting.

22, Transactions invalving the purchase of ‘over-the-counter’ computer software are not
normally classified as royalty payments, unless the purchaser is paying to use copyright in
the program {as opposed to using a copy of the program).

23, Payments falling within section 46{1){e} da not include payments for the use of industrial,
commerclal or scientific equipment.

24, Payments falling within section 46(1)ie) may include payments that are instalments of the
purchase price for any property.

25, The Collectar will undertake a transactional analysls to determine whether a payment is a
rayalty or a like payment dependent upon production from the use of real or personal
property,

Section 46{11(f] - Payments for the supply, in connection with the corrying on of g business, of

scientific, technical, industriol or commercial knowledge, information, gssistance or services

26. Payments falling within section 46(1){f) refer to the supply of scientific, technical, industrial
and commercial ‘know-how',

2% ‘Enow-how’ refers to special unrevealed knowledge and exparienca. It is more than general
specialist knowledge and is not supplied where a person uses their customary skills or
general business acumen to execute work for another party.

28, Contracts involving payments for know-how can be distinguished from contracts involving
payments invelving ordinary services renderad in the following ways:

- A know-how product has already been created and does not depend on the
performance of services to bring the product into existence;
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- Aknow-how product is transferred for use by the purchaser, whereas payments
involving ordinary services rendered invelve the application of existing knowledge, skills
and expertise; and

- The property in a know-how product remains with the seller {subject to the specific
terms of the contract), whereas property in a product created as the result of ordinary
services rendered will generally transfer to the buyer,

Payments falling within section 46(1){f) commaonly include:

- Payments for unrevealed technical data, samples, patterns or details of
processing/production methods required for industrial reproduction of a product or a
process;

- Payments for unrevealed information on market trands;

- Payments for unpublished information on future technological advances; or

- Payments for access to unpublished information contained in a database.

The types of payments falling within section 46{1){f} Include payments for the supply of any
assistance or services that are ancillary or subsidiary to enabling the application of the know-
how knowledge ar information,

Whether services or assistance supplied are ancillary or subsidiary to enabling the
application of know-how knowledge or information, or are supplied as ordinary services
rendered is a question of fact and will be determined on a case-by-case basis.

n : Is the Income derived from the Cook Islands?

Certain types of income are deemed to have been derived from the Cook Islands.

These incomes include royalties and other like payments referred to in section 46{1)ie} and
payments of any of the kinds referred to in section 46(1HFls.33(11111].

These incomes are deemed to have been derived from the Cook Islands if:

- They are paid by 3 person who is resident in the Cook Islands and are not paid in
respect of a business carried on by the person outside the Cook Islands through a fixed
establishment cutside the Cook Islands {s.83(1){1){i)); or

- Theyare paid by a person who is not resident in the Cook Islands and are deductible by
the person in calculating the person’s assessable Income for the purposes of taxation in
the Cook Islands (s.B3{1){1{i}).

These deeming provisions will be relied on for the purpozes of determining whether a
royalty payment comes within the definition of “withholding income®,

For the purposes of this enguiry, “paid” is defined to include distributed, credited or dealt
with in the interest or on behalf of a person (5.2 and 5.48).



37. See paragraphs 17-19 of this Ruling for guidance on the definition of *person™ and how to
determinge residency.

Fourth E iry: Is the income d te & person who is not resident in the Cook Islands?

38. Faor the purposes of this enguiry, "paid” is defined to include distributed, credited or dealt
with in the interest or on behalf of a person (5.98 and 5.48).

38, For the purposes of this enquiry, "person” is defined to Include a company, a corporation
sole, a body of persons [whether Incorparated or not), a local or public authority, the Crawn
in the right of the Government of the Cook Islands and every Instrumentality or agency of
the Government [5.98).

a0. See paragraphs 18-19 of this Ruling for guidance on how to determine residency.

CONTACT
Please contact our office on 29365 if you have any guestions in relation to this Ruling.

Please note that this Ruling is the Callector’s view only and is non-binding.

This ruling Is signed by me on the _.-"‘? th day of -.j_l"_-r_FJJEm é;;Er‘ 2014,

T =
Andrew Haigh

Coltector of Inland Revenue



Attachment A - Decision Making Model

Do | need to deduct withholding tax?
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Attachment B — Examples

Example 1

Firex Ltd (a Cook Islands trust company) cperates an asset protection trust providing business in the
Cook Islands, Peter is a New Zealand based lawyer and financial services consultant who holds the
majority of the shares in Firex Ltd. Peter visits the Cook Islands 3-4 times a year to provide expert
legal and financial advice to Firex Ltd, He spends a combined total of 33 days in Rarotonga during
the income year. Peter invoices Firex Ltd for services provided while he is in Rarotonga, and sends

separate invoices for related services provided from New Zealand.

Collector's Interpretation

Thea Collector will consider:

I5 the income exempt from income tax?

Is the income 2 rovalty?

I5 the income derived from the Cook Islands?

I5 the income being paid ta a person wha is not resident in the Cook Islands?

1, The income is not wholly exempt from income tax because Peter spant more than 30 days in
the Cook Islands during the incorme year (s.42[1Hd)(1)) and the services were not perfarmad
for or on behalf of a persan not resident in the Cook lslands (s.42{1)d)ii)].

P2 The payments made by Firex Ltd to Peter wera not dependent on the use of any real or
personal property owned by Peter, nor do they invalve the supply of any speciallsed and
unrevealed knowledge or information. Instead, Peter was providing ordinary services to
Firex Ltd using customary legal and financial skills and expertise, Therefore the payments
made 1o Peter by Firex Ltd are not rovalties,

3. All payments made by Firex Ltd to Peter are deemed to have been derived from the Cook
Islands because they were paid by a person resident in the Cook Islands and were not paid in
respect of a business carriad on by Firex Ltd outside the Cook islands through a flsed
establishment outside the Cook Islands (.83 1}(N{H}).

4, All payments made by Firex Ltd to Peter are paid to a person who is not resident In the Cook
Islands because Peter’s home is not in the Cook Islands and he has not been personally
present in the Cook Islands for mare than 183 days Ina 12 manth period (ss.82(1}).

The payments made by Firex Ltd to Peter are not withholding income and Part Vil of the Income Tax

Act 1997 does not apply. However Peter will need to file a Cook Islands tax return.



Example

Hooked-Up Ltd is a Cook Islands incorporated company that operates a boat charter business in the
Cook Islands. The boat breaks down and Hooked-Up Ltd takes the boat ta Mew Zealand for it to be
repaired by a New Zealand company. The repairs require the services of a marine mechanic and
involve the replacement of standard engine parts and electrical components. The boat [s returned
to the Cook Islands after it has been repaired. Hooked-Up Ltd makes a good faith payment for half
of the repairs and replacement parts to the New Zealand company befare the work begins. The

balance of the invoice is paid after the boat returns from Mew Zealand.

Collector's Interpretation

The Collectar will consider:

=I5 the income exempt from income tax?

=I5 the income a rovalty?

= ls the income derived from the Cook Islands?

= |5 the income being paid to a person whao is not resident in the Cook Islands?

B, There is no indication that the payments made by Hooked-Up Ltd to the New
Zealand company are exemnpt from income tax.

G, The payments made by Hooked-Up Ltd to the New Zealand company for the engine parts
and electrical components are not royalty payments because they do involve a right to use
any real or personal property owned by the New Zealand company. The payments for the
supply of marine mechanical services are not royalties because this service did not require
the provision of any specialised and unrevealed knowledge or information on behalf of the
mechanic, Instead, the marine mechanic applied existing customary skills and knowledge,

7. All payments made by Hooked-Up Ltd are deemed ta have been derived from the Cook
Islands because they were paid by a person resident in the Cook Islands and were not paid in
respect of a business carried on by Hooked-Up Ltd outside the Cook Islands through a fixed
establishment autside the Cook islands (s.B3{1){(}(ii)].

B. All payments made by Hooked-Up Ltd are paid to a person who is not resident in the Cook
Islands because the New Zealand company is not Incorporated in the Cook Islands and does
not have its head office here (55.82(2)).

The payments made by Hooked-Up Ltd to the New Zealand company are not withholding income

and Part VIl of the Income Tox Act 1997 does nof apply.



Example 3

Cool Designs Ltd is a Cook Islands incorporated company who purchased pre-packaged Industry-
specific saftware from Billy Bob Pty Ltd, a United States domiciled company. The initial cost of the
software was $100,000, including an annual licence fee of 520,000 and a monthly maintenance and
support fee of 53,000. The licence fee allowed Cool Designs Ltd to use and access 10 coples of the
software, in accordance with the licence conditions., Property rights in the licensed software were
retained by Bill Bob Pty Ltd. The maintenance and support fee enabled Cool Designs Ltd to access an
operational suppert service. The operational support service invalved the provision of product-

specific technical expertise by an IT firm subcontracted by the United States based company.

Collector’s Interpratation

The Collector will consider:

Is the income exempt from income tax?

I5 the income a rovalty?

Is the income derived from the Cook islands?

- Isthe income being paid to a person who is ot resident in the Cook Islands?

1. There is ne indication that the payments made by Cool Deslgns Ltd to the United States
company are exempt from income tax,

2. The licence fee |5 a rovalty because It Is dependent upon the use of real or personal propearty
owned by the United 5tates company (5.48{1){e}). The maintenance and support fee Is a
rovalty because it is a payment for a service that invalves the provision of unrevealed

product-specific technical knowledge and information (s.46{1)(f1}.

3. The payments were made by a person resident in the Cook Islands because Cool Designs Lid
is Incorporated here (s2.82{2)], These payrments are therefore deemed to have bean derlved
from the Cook Islands {s.83(1}HN{111).

4, The payments were made to a person who is not resident in the Cook islands because the
United States company is nol incorporated In the Cook Islands and does not have its head
office here [s5.8212]).

Cool Designs Ltd must deduct withholding tax of 15% from the annual licence fee of 520,000 and pay
this to the Revenue Management Division. The United States company will therafore receive

517,000 per year for the licence fee.



Cool Designs Ltd must also deduct withholding tax of 15% from the monthly maintenance and

support fee of 53,000 and pay this to the Revenue Management Division

The United States company will therefore receive 517,000 per year, plus 52,550 monthly, under the
purchase agreement. As withholding tax is a final tax the United States company will nat have to file

an income tax return in the Cook Islands,

Example 4

Supersonic Ltd is a Cook Islands Incorporated company that operates a local TV station. Suparsonic
Ltd does not carry out any business outside the Cook Islands. Supersonic Ltd pays Downunder
Metwork Pty Ltd, an Australian domiciled company, a monthly fee of 51,000 as consideration for the
right to broadcast five episodes of the Australian TV series *Packed to the Floorboards”, The

payment does not transfer ownership in the broadcasting rights to Suparsonic,

Collector's interpretation

The tax implications of any transaction depend on the facts. The Collector will consider:

Iz the income exempt from ncorme tax?
=I5 the income a rovalty?
= lsthe income derived from the Cook islands?

= Isthe income being pald to a parson who i5 not resident In the Cook (slands?
1. There is no indication from the facts that the Income 5 exempt from noome tax,

2. The 51,000 payments are royvalty payments because they allows Supersonic Ltd to use and
exploit property rights [i.e. broadcasting rights) owned by Downunder Metwork Pty Lid for
commercial gain. Property In the broadcasting rights are not transferred as a result of the

payments and are retained by Downunder Network Py Ltd.

3 The payments of $1,000 are deemed to be derived from the Cook Islands because they were
paid by a person resident in the Cook Islands (Supersonic Pty Ltd) and were not paid In
respect of a business carried on by Supersonic Ltd outside the Cook Islands through a fised
establishment outside the Cook islands (s.83(1){1}i)).

4. The payments of 51,000 were made to a person not resident in the Cook Islands because
Downunder Network Pty Ltd is not incorporated in the Cook Islands (5.82(2]).

10



Supersanic Ltd is required to deduct 15% withholding tax fram the 51,000 payments made to
Downunder Network Pty Ltd,

Example 5

Spark Pty Ltd is a Cook islands company that provides internet telecommunications services to
Individuals and businesses in the Cook Islands. Spark Pty Ltd enters into a contract with an
Australian domiciled company who dezign and supply DSL modems and related software. Under the
contract, Spark Pty Ltd purchased 800 D5L modems from the Australlan company at a cost of
$160,000. The modems have built-in software which enables them to connect with local telephone
netwarks. The software needs to be modified so it will function on Cook Islands telephone
netwaorks. Spark Pty Ltd pay an additional 520,000 to purchase the copyright in the software from

the Australiam Company.

Collector's interpretation

The tax implications of any transaction depend on the facts. The Collector will consider:

- Isthe income exempt from income tax?
I5 the income a royalty?
Is the income derived from the Cook [slands?

I5 the income being pakd to a person who is not resident in the Cook Istands?
1. There is no indication from the facts that the income is exempt from income tax.

. Both payments in this instance involve purchase transactions and do not constitute royalty
payments. The $160,000 payment for the DSL modems results in the acquisition of property
in the D5L modems. The 520,000 payment results in the acquisition of the copyright rights in
the DSL software, Meither transaction involves the acquisition of the right to use

property. Both transactions involve the acquisition of the property itseif,

3. The payments are deemed to be derived from the Cook Isiands because they were paid by a

person resident in the Cook Islands (Spark Pty Ltd), and were not paid in respect of a

business carried on by Spark Pty Ltd outside the Cook islands, through a fixed establishment
outside the Cook Islands (s.83(1){1)i)).

4, The payments were made to a person not resident in the Cook Islands because the

Australlan company was not incorporated in the Cook islands (s.82(2)).

11



The payments made by Spark Pty Ltd to the Australian company are not withholding income and
Part Vil of the Income Tax Act 1997 does not apply.

Example &

Bookworm Ltd is a New Zealand incorporated bookstore which has its head office in the Cock
Islands. Bookworm Ltd does not carry on any business outside the Cook lslands. Ink Pty Ltd is a3 New
Zealand incorporated publishing company which owns copyright in a beok called "Adventures on
Fantasy Island”. Bookworm Ltd enters into an agreement with Ink Pty Ltd to purchase 500 copies of

the book at a cost of 510,000, as well as 55,000 for the exclusive right to sell “Adventures on Fantasy
Island” in the Cook [slands,

Collector's interpretation

The tax implications of any transaction depend on the facts. The Collector will consider:

I5 the income exempt from income tax?
=I5 the income a rovalty?
=« Isthe income derived from the Cook Islands?

I5 the income being paid to a person whao is not residant in the Cook islands?

i There is no indication from the facts that the income is exempt from income tax.

2 There are two separate transactions here - a 10,000 payment to acquire 500 copies of
“Adventures on Fantasy Island”, and a 55,000 payment to acgquire the exclusive rights to sall
the book in the Cook Islands. The 510,000 payment is not a rovalty because it is a sale of
property and does not give Bookworm Ltd any right to use or exploit the copyrighted
material, The 55,000 payment is a royalty because it grants the exclusive right to sell the

property in the Cook Islands to Bookworm Ltd.

3. Bookworm Ltd is deemed to be a resident in the Cook lslands because It has its head office in
the Cook Islands {5.82(2)). Bookwarm Ltd does not carry on any business outside the Cook
Islands, despite the fact it Is incorporated in New fealand. Therefore, all payments made by
Bookwaorm Ltd to Ink Pty Ltd are deemed to have been derived from the Cook Islands
because they were paid by a person resident in the Cook |slands, and were not paid in
respect of a business carried on by Bookworm Ltd outside the Cook |slands through a fixed

establishment outside the Cook islands (s.83[1){1){i)).
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4. All payments made by Bookworm Ltd to Ink Pty Ltd were pald to a person not resident in the
Cook islands because Ink Pty Ltd is not incorporated in the Cook Islands and does not have
its head office here (5.82(2)).

Boockworm Ltd is required to deduct 15% withholding tax from the 535,000 payment made to Ink Pty

Ltd and pay this amount to the Revenue Management Division.

Example 7

Peter runs a Cook islands incorporated accounting firm. He purchases a computer software program
online from a United States domiciled software developer called Fixxer Ltd, The program costs 5150
and is designed to allow Pater to input client information directly into business activity

statements. Peter is required to agree to an online ‘end-user licence agreement’ before he can
download and install the software program. Under the license agreement, Peter |s permitted to use
the software for business purposes on three separate computers. Peter is prohibited from copying,
leasing or redistributing the computer software program and does not acquire the rlght to use the
copyright im the program.

Collector's interpretation

The tax implications of any transaction depend on thea facts. The Collector will considar:

- Isthe income exempt from income tax?
Is the income a rovaliby?
- Is the income derived from the Cook Islands?
I5 the income being paid to a person who is not resident In the Cook [slands?
1. There is no indication from the facts that the income is exempt from income tax.
2. The ‘licence agreement’ doas not give Peter the right to use the copyright in the software

program. oftware transactions that allow a purchaser to use a copy of a program, as

opposed to using the copyright in the program, are not treated as royalty payments,

3. The payments are deemed to be derived from the Cook Islands because they were paid by a
person resident in the Cook Islands {Peter) and were not paid in respect of a business carried

on by Peter outside the Cook Islands through a fixed establishment outside the Cook Islands
(s.83(1)(Hi7))-

4, The payments were made to a parson not resident in the Cook |slands because Fldxer Ltd
was not incorporated in the Cook Islands {5 82(21).
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The payment made by Peter is not withholding income and Part Vil of the Income Tax Act 1997 does
not apply.

Example B

Sun and Fun Ltd is a Cook Islands incorporated company that operates a resort in the Cook
Islands. Sun and Fun Ltd engage an Australlan marketing and advertising company, Marketing 24
Ltd, to promote the resort to various travel agents in Australia. Sun and Fun Ltd pays Marketing 4L

Ltd a monthly retainer for these services.

Collector's Interpretation

The Collector will consider:
- Is the income exempt from income tax?
- Isthe income a rovaityy
I5 the income derived from the Cook Islands?
- Isthe income being paid to a person wha is not resident in the Cook Islands?

9, There is no indication that the payments made by Sun and Fun Ltd to the
Australian company are exempt from Income tax.

10. The payments made by Sun and Fun Ltd were not dependent on the use of any real or
personal property owned by Marketing 44U Ltd, nor do they Involve the supply of any
specialised and unrevealed knowledge or information. Instead, Marketing 4U Lid was
providing ordinary services ta Sun and Fun Ltd using customary marketing and advertising
skills and expertise.. Therefore, the payments made to Marketing 44 Lid by Sun and Fun Ltd
are not royalties,

11. The payments made by Sun and Fun Ltd to Marketing 4U Ltd are deemed to have been
derived from the Cook |slands because they were paid by a person resident in the Cook
Islands and were not paid in respect of 2 business carried on by Sun and Fun Ltd outside the
Cook islands through a fixed establishment outside the Cook Istands {5.83(1)(1){ii)).

13, All payments made by 5un and Fun Ltd to Marketing 40U Ltd are paid to a person who s not
resident in the Cook Islands because Marketing 44U Led is not resident in the Cook fslands as
it s not incorporated in the Cook Islands or does not have its head office in the Cook Islands
(s.B2(2){3]).

The monthly payment made by Sun and Fun Ltd to Marketing 4U Ltd is not withholding income and

Fart VIl of the Income Tax Act 1997 does not apply.
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Attachment C — Legislation

Section 2,

Sectipn 42,

Section 46

Section 45,

Section £2,

intevpretaiion - in this Act, uniess the context otherwise requires =

“Paid” includes distributed, credited or dealt with in the interese of or an behalf of o person, and "pay® and
‘poyment” have corresgonding meamings;

Persan” inclvdes o company, 0 covponalion sole, and olso a body af persans, whether incorpovated or not,
and @ localior pubic outhoring:

incames whally sxempt froem toeotion —
{1} The fotlowing incomes sholl be exempt fram toxation:

{d} incorne derived by o person who (5 not resident (within the meaning of this Parer of this Actl in the Coak
isipnds, from personal (including professional] services perfarmed by that person within the Cook fslonds
during & visit fo the Cook Islong's if -

(1) ehar wisit dipes not excerd g period of 30 days; ond

(U] ire the country oF tevritory In which bhot persan is resident that income, being exempt from income
tax in the Cook shands, is chorgeabie with oy tox which in the apinion of the Colfector is substanfiaily
of the same mrhure s inoome fax wnder this Act and;

i) those services ore performed for or on behalf af @ person wha {5 ot resident (within the meaning of
this Part} in the Cook isfands:

Frowided thot this poragroph shell nor opply ta the income derfved in oy income year by o
person who s present within the Copk istands for @ period or periods exceeding in the
aggrgate 20 days during that year;

i i in gsse i =

{1 Withaut in any way Umibing the meoning of the term, the atsessoble intome of any persan shall inciuds,
unless otherwise provided in this Al -

{e) ol rayaities or ather ke popments dependent upon proguchion from or the use
af any regl ar personal groperty, whether or not they are instelments of the

purchase price af any property,;

{f} alf purpments for the sumply, in connection with the carrping an of o business, of
scientific, techmboal, nodustriel or commercial knowiedge, information, assisrance,
OF SEFUCES:

For the purposes of this Act every persan shall be deemed to hove denved income although it
hos pod been actually paid be ar received by that person, or hos elready become due or
receivalie, but hos been credited in aocount ar redivested, o occumuhated or copitalised or
corfied fo any resenve, Jinking or insurance fund or othenwse deolt with in the interest or an
the behalf of thet persar.

o il i i
(1) For the purposes of this Part, o natural person is deemed fo e resident in the Cook Iskond's if-

fa} The persan’s hame is in the Cook Islands; and
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Secthion 8§32

Section 95,

Rection 99,

fbl The person (s pevsonally present in the Cook Islond's for more than 183 days in o 12 manth
pevind,
(2] A.company shall be deemed to be resident [n the Cook lsfands within the meaning of this Part if the
COIRGEY -
fa) is incorpovated in the Cook isionds, or
(b has its hepd affice in the Cook lsknrds,

[3} For the purposes of this Act the head office of o compery means the centre of its administrative
manepgemment,

e derived from the Cook s —

{1} Subject to the provisions of section 84, the following classes of incame shall be deemed b be derived
from the Caok Islands

(N royeities and other ke popments of any af the kinds referred to in section 46{1) (el and poyments aof anp
af the kinds referred to in section 46{1) () bedng revaltiss ar popments —

{il that are paid by o persan who is resident in the Conk Sslonds snd are rot poid i respect of o business
carried an by the person eutside the Coak Islands thropgh o fived estabitshment owtsiae the Coak Iskands; or

(i} thart ore paid by a persan who Is ot resident in the Caok lilands end are deductible by the person in
calculating the person's gssessabie inceme for the punposes of tovahion in the Cook {sfands,

Anterpratabion - in this Porl, uniss the cantext olheriite regairas, -

“paid”, in reflation to withbolging income, includes distributed, credited or deait with in the interest or an
beholf of o person; ond "poy” ond "poyment” hove correspending meanings;

“person” includes o compony, a corporation saie, a bady of persans whether incorpovated or pot, a local ar
pubiic authority, the Crowm in right af the Goverament af the Cosk slonds, and every instrumentolity or
agesncy of the Govermment)l.

“recevved”, in relation to withholding income, includes creaited or deda!l with in the irsterest ar on beholf of o
persan; omd “recedve” ond “recelpt” owe corresgonding meanings;

“resident in the Cook kinrds® meons degmed fo be resident in the Conk (slands within the meaning of Part
v

“royalties” means poprrent of oy of the king's referred to section 46 (1) fel ond [,
"withholging income ™
fa means income that s derhead fram the Cook fslands ong fs-
i, g dividend ar o royalty thot i poid fo o person wha is not resident ia bhe Cook Islonds; o
i, Interest poid fo -
{4} & parson who i3 resident in the Cook lslomas by a hank; or
{8} a persan who is mot resident in the Cook lslands by @ persan wha is resident in the Cook isfangds; but
(Bl goes mt include any income thal iz exempt from income Tox

Application of this Part - This port applves -

{2} to withholding incorme poid or deqwed on ar after 1 September 2001
16



Section 100,

Jection 101

B oespite anpihiag da the controny in Bhis Ack

Withhaolaing tax imposed — (1} Every persan who deres withholding income shall be lable to poy
withholding fox of @ rate or 15% on thot income.

Deduction of withholding tax - (1) Any person who mokes o poyment of withholding Income, shall, of the
tirme of making the payment, make @ deduction of withholaing fox there from of o amount dedermmined in
oecordonce with section 100,
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