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NOTLFLCATLON Ne . [§G753

INCOME=TAX

GSR (E) = Whereas the annexed Convention between

the Government of the kepublic of Indié and the Kingdom

of Spain for the avoidance of doublg téxation and the -
prevention of fiscal evasion with respéct to’ taxes on
income and on capital has entered into?force on 12th
January, 1995 after the exchange of In%truments of

Ratification as required by paragraph ? of Article 30

of the said Convention;

Now, therefore, in exerciseéof the powefs

~conterred by septiqn 90 of the lncome-Lax Act, 1961 (43
of 1961}, the Central Government hereb; directs that all
the provisions of the said Convention ishall be given

effect to in the Union of I1ndia.



CONVENTION
BETWEEN THE
REPUBLIC OF INDIA
AND THE
KINGDOM OF SPAIN
FOR "THE' AVOIDANCE ‘GF DOUBLE TAXATION _
AND THE PREVENTTON OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME AND ON CAPITAL.

The GoGernmeﬁt of° the Repuhlﬁc of India and

the Gnéarnment of the 'Kingdem of Snain | de51ring to‘

concludé. a Convention for. the Avo1dance of - Double

-fTBXGLIHH -and the Prevention of Fisca} E53510n with

reSpett to Taxes -an ~Income and on Capiial havq:agreed
as follows: ' ' o



Article 1

'ERSONAL. SCOPE

This Convention shall apply "to persons ~who - are
‘residents of one or both. of the Contracting States. }

Article 2

TAXE5s COVERED

1. 7" This Convertion shall apply to taxes on.income -and - . .

on capital ‘imposed on behalf .of a @ Contracting State irrespective '

. of the manner in which they are, levied N e e g ey

et mp

TR There shall ' be : regardeﬂ a8 taxes on income and jon
capital a1l ‘taxes 1mposed on ‘total income, on- total capital or OM
"-"elementé -‘of - r?Lnr:oms- or - of -capital, .dincluding taxes.. mn,gaing, from
' the " alipnation of movable or immovable prc)perty', taxes. nnmthe
“fotal  amBamts’ of - ‘wage$ :hr .salaries ‘paid by enterpnses.-qqs well
as taxes nn- capital. appremation. : ST ST
3. %7 PThe existmg taxes *to .which the Convention . shall.
apply are in- particular'" i

a): in’ Spain

L]
.

7)) The Incr)rne Tax -on Individuals (el Tmpuesto:
~sobre‘la’ Renta:;de’ las Persones Fisicas); '

1y

ii) The Cor‘poration Tax (ml Impuesto  sghre .
Soc1edades] ; '

iii} The lCapital "Tax (el Impuesto sobre el
Patrimonio);

(hereinafter referred to as "Spanish
Tax"}.

b) 'in India‘.

“*1{). The .income .&tax including .any  surcharge
-thereon; : .

ii) The surtax: and

iii) The wealth~tax (hereinafter referred to. as
"Indian tax"}. ’
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This Convention shall. aiso apply to any identical or

substantially similar taxes which. are imposed after -the date of
signature of this Convention in addition to, or in-place of, the

existing

taxes. The competent » authorities of -the. Contracting

States  .shall notify to each  other any significant: changes whmh
have been made in their respective :taxation laws.;... : : :

1.

requires:

Article 3

GENERAL DEFINITIONS
In this Convention, unless the context otherwise

a) the term "Spain" means the territory of Spain and
“includes the territorial sea and airspace above it.
It also..includes any other maritime zone-in which -
"7 Spain  has sovereign rights, other rights -and--.
“‘jurisdiction, - according to the Spanish -law and in-
. accordance .with intevnational law; :

bh)* the term "India":.-means the territory of India.snd-
includes the territorial sea and airspace above it.
"It also "includes -any:‘other maritime zone in which
-.Jndia has "sovereign rights, other rights andg-
jurisdictions, - according to the Indian Law and ip
acconrdance with international law;

¢) the terms: "a Contr:'éc_ting State" and "the other
Contracting - : State" ~«mean - Spain or -Indis as the-
. context .reguires; -

T
i

d) the term "tax" means "Indian tax" or "Spanish
tax®, -as the context requires; :

e} the term "person" includes an individual, a
company, any other body of persons or any ather

- entity which is treaterd as a taxable unit under
the taxation laws in force in the respective
Contracting State;

f) the term - "compsnv" -means any hody cnrporate or
any entity which is treated as a company or body
© corporate -under the taxation laws in force in the
rpspective Contracﬁng State;

g} the terms*"enter‘pﬂse of a Contracting State" and
"enterprise of the other Contracting State"™ mean,
respectively, &an enterprise carried on by a
resident nf a Contracting State and an enterprise

- . L e -



h) the term "pational" means:

i) any individual possessing the nationality of a .
Contracting Statel

: ii) any l,egal:.person, --parmeréhip and association.,
deriving its status as such from the law in
force in a Contracting State:

i] the term "intermational traffic" means any transport
by & ship or aircraft operated by an enterprise of
a Contracting State except when the ship ‘or
aircraft is opersted solely between places in the
other Contracting State:

j) the term -"competent authority" means

i) in. the. ease.of Spain, the Minister of Economy..'
. and: Finance -or. his authorized renresentative,

i) inm the case of Indla, ‘the Central. Government in
R the: Ministry:of Finance (DRepartment of. vaenuﬂ_
or :its: authorised : reprasentative. '

2. In the application of tf\is Convention hy a . Contracting
State, any -term not defined :.therein shall, unless . the -context.
otherwise reguires, have the' meaning. which' it has under the law .
of that -Gontracting State relating to the taxes which are “the-
subject of this Convention, :

. Article 4

‘RESIDENT

1. rF'or the purposes of -this Convention, the .term .
"resident of a Contr‘act’mg State" means any person who, .under

the. laws of that State, is liable -to taxation therein by reason nf

his domicile, residence, nlace of management or any- ather

criterion of similar nature. Bnt this term does not include any -
person who 1is liable to tax in that State in respect only of

income from sources in that State, or capital sitvated therein.

2. - Y%here by reason nf the provisions of paragravhh 1 an
individual is a resident of both Contracting Ststes, then his
"status shall be determined in ‘'accordance with the. following
rules;

a) He shall he deemed to be a resident of the
Contracting State in which he has a permanent
home sveilable to him. If he has a permanent

home availahle to him in both Contracting States,
he shell be deemed to be a resident of the

Contractine State with which hic mnoarcanal aea



" situated?

" interests).

“b)-If the’ Contra(’:t'ingi State .in -which - he has hi's
centre of vital interests cannot be determined,
if he has not & permanent home available to hlm
in either Contracting State, he shall be deemed

to be a resident. of the Contracting State in which
he has an habitual abade.

c) If he hds an habitual abode in hoth Contracting
' States' or in naeither of them, he shall be deemed
to he a resident of: thn Contracting State of whmh

" he is a ‘national.

d) -If: he: isA a'ﬂational -of both ‘Contracting States or
~of ‘nefther .of' them,; the : competent.. authorities nfz__
. the :Contracting 'States shall settle the. question by
“mutual: agre.ement. : '
3. . .Where by’ reason of"the provisions ouf paragraph 1 a
) pPrsnn other than am'indwidual +is ' a -resident of" both Con{ractmp'
States ’then . it shall.- be udeemed “to be a residpnt “of .: the
Contracting" State im- whu:h “its r.plﬁce of - effective.’ management is

n.-.-\

L
ot

o
."fs% !
Ar‘ticle 5
PERMANFNT ES’I’ABLISHMFNT
1. "For the purposes: of this Convention, -the term

“permenem ectablishmefit” means a3 fixed place of busmess through
~which" ‘the husiness of an enterprise is wholly or par‘tly carried
on, .

2. The . term "permanent  establishment" includes
especially: '

a) a place of management;
b) a brancfi::'
¢} an -r.affic’é;'g
d): a factory;

e) a workshdp i



f) a mine, an oil or pas well, & guarry or any other
place of extraction of natural resources; :

g} a. warehouse- in. relation to a person providing
. storage .facilities. for: others;
H

.h) a farm, pla.ntatio:n or other place where
- .agriculture, forestry, vlantation or related
activities are carried on;

i) a premises used as a sales outlet;

j) an  installation or structure used for the
~ - axploration or explnitation of natural resources,

but only if so used for 8 perind of more than
three mnnths;

k) a huilding site or construction, installation -or

- sassembly project ‘or supervisory activities . in-
cnonection therewithk; where such site, project or
pctivities -(together with other —'such sites;:
‘projects . or activities, if any) -continue for- g.
iperiod - -nof- mom-"th'an '8ix months in:any twelve. -
.month | period, ~or whers such ‘project . on-!
supervisorv activitv. being incidental. tn - the - sale::
of machinerv or- equioment, .continues .for a neriod -
not exceeding: six months and the charges. payable
‘for . the project "or Supervisory activity - exceed:
10 per  cent 'of: the sale price of the- machmnr‘v
and ecumnent :

Provided that, for the purpose of this. paragraph-.
an. enterprise shall -be" deemed  to have. a - permanent
rstablishment in a Contracting State . and to- carry on.
business ' through that permanent -establishment if it
provides .services or facilities in connection with

or supplies plant and machinery on hire. used or to
he used in, the prospecting for. or extraction: or

production of mineral oils in the State if -the
activities continue for a period of more than thirty

days in any twelve manth period.

3. . Notwithstanding the preceding provisions of this
Article, the term "permanent estatlishment" shall be deemed not

to include:



a)

b}

c)

d)

®)

the use of facilities solely for the purpose of
storage or display of goods or merchandise

belonging to the enterorise;

the maintenance df a stock of goods or
merchandise belongmh to- the enterprise ealely for
the purpose of storage or. display:

the maintenance of a stock of goods or merchandise
belonging to the enterprise solely for the purpose
of orocessing by another enterprise;

the maintenance of a fixed place of business soleiy
for the purpose of purchasing goods and

- merchandise, or of collecting information for the

enterprise;

.the maintenance. :of a.fixed vlace of bhusiness snlaly

for the purpose - of -advertising, for :supply. of

_-information, for--scientific- research  or for similar

- activities which - have a-preparatory .or auxlhaw'_

character, for the- entarnmse

4. Nothwithstandirg the- provisions of paragranhs 1+ and
2, where a person-other than an- agent :of an 1ndppendent gtatus" td
. whom .paragravh § applies - is:.acting in a Contracting” State ‘on

behalf .of an

-enterprise - of the  other  Contracting  State -that

-enterprise shall be deemad to. havp a permanent’ gc;tabltshmpnt in
the first-mentioned State, if ’

-a)

ne has and habituallv exercises in' that State -an

. authority” to :conclude contracts on--behalf of “the
. -entarprise, unless his. activities are limited to the

b}

5. An

purchase .:of goods - or -merchsndise for « tHéJ '

- enterprise;

he has nn such suthority, but hahityally maintains
in the first-mentinoned State a stock of poods or

mrerchandise from which he regularly delivers
gocds or merchsndise on behalf of the enterprise.

enterprise of a Contracting State shall not be

deemed to -have - a permanent establishment ‘In  the other
-Contractine State mereiy because 1t carries on -business in that



-t other. State; through a  broker,.- general -commission ‘agent - or :any
‘wother -agent;of. an: independent - status,: provided - that? such'=parsons
vare, acting.in: the ordinary' .course: of- their .business. :". However,
~when -the activities of: such ran; appnt are devieted swhollv or:
almost wholly nn behalf of that enterpmse itself or on behalf of
that enterorise and nther enterprises controlling, controlled by,
nr subject to the same common contrnl, as that -enterprise, he

.will not be considered an agent of an indepenrlant status  within
the meaning nf this paragraph.

- B. The fact that a company which is a resident of a
Contracting State contrnls or is controlled by a company which is
. & resident- of the other Contracting State, or.- whish' carries on
+business in that other State (whether - through :a- permanent
establighment. or otherwise), shall not of dtself constitute either
company a permanent establishment;nf the . other. ~ .
I
L

.Articlﬁf b

INCOME - PiROM ‘ IMMO;\{ABL E PROP'ERTY

E R S ‘Income derived by 8- :i'F-sidPnt of.. a: Contracting -State
from rimmovable . property [including income  from--agriculture :. or-
farestry} situated in the other Oontracting Statei.mayiibe taxed in
that other State, R R
22, < The .term ~"{mmovabléi' propertv" : shall .. have " the :
~emeaning :which: it ‘has. uhder the. law of the Contracting :State- in
wwhich the property in‘ouestion is- situated. The :term #shall" in
;emys. case - include praperty- accessnry to . immnigbtle  property,
usufruct of immovable proverty and rights to wvariable aor fixed
-payments- as consideration for the working of, ~or <the right tn
~work, mineral deonsits, sourees:-:-and. other natural - resources.
Ships, boats and aircraft shell. not be regardﬁd es “immovable
property.

3. - The provisinns of paragraph 1 shall also apply to
income derived fram the direct use, letting or use .in any other
form of immovable propertv. . _ .

4, The provisions of- paragraphs 1 and. 3 shall " also .
apply "tn: :the incnme from immnvable property of. an enterprise
and tordncome from immovable:.property iused for- the. performance
of independent personal -services.



Article’ 7

BUSINESS PROFITS

1. The profits of an -enterprise of a Contracting Stete
shall be taxable only in that State unless the enterprise carries
on husiness in the other Contracting State through a permanent
sstablishment situated therein. -If the ' enterprise carries on
business as afnresaid, the profits of the enterprise may be taxed
in the other State but only so.unuch -of them as is attributable- to-
(a) shat: permsnent establishment: !(h) sales in that -other -State
of _goods - or - merchandise of the s’ame- nor similar kind.. as ~thnse -
sold “through- that permanent establishment: or {c): other business
activities - carried on in that other State of the -same.or similar
;kind -as those effected through -thati permanent establishment. - '

e 2 Subject to- the prowvisions of parsgraph 3, where an-
-enterprise of s Contracting State carries . on business in the other
: Contracting State through a -~ permanent establishment situated
- therein, -there shall in each Contracting State he” attributed to
that permsnent establishment -theé profits which it -might -be
- expected te make if it were 3 distinct. and separate. enterprise
-engagerd -in  the same or similar: activities under* the same or -
‘similar conditions -and dealing - wholly independently- with the
enterprise of which it is 2 permanent establishment. '

3. " In the determination nof the profits of a pernanent
. establishment, there shall be allowed as deductinns expenses
which sre incurred fnr -the ©purposes of the permanent
establishment, including exenutive and general administrative
expenses, research and development expenses, interest and other
similar expenses so incurred, whether in the Sfrate in which the
permanent establishment is situeted or elsewhere, in accorrdance
with the provisions of and subject to the Ilimitations of the
taxation laws nf that State. However, no such deduction sheall be
allowed 1in respect of zmounts, if any, paid [(otherwise than
towards reimbursement -of actual expenses) by the permanent
estahlishment to the head office of the enterprise or any of its
other offices, by way of rmvalties, fees or»other similar
payments in -return for;.the- use of patents, know-=how or other
-rights, or by way of commission or other charges, for specific
services performed or for management, or, except in the case of
a hanking enterprise, by way of intersest on moneyvs lent to the
permanent establishment. Ilikewise, no account shall be taken, in



the determination of the profits: of. a permanent establishment, for
-ampunts - charged (otherwise than -towards' reimburcement of actual
. expenses}, by! the permanent Pstalp;lshment to the -head office of
" the -enterprise: arcany: of its tother offices, hv way.of .rovalties,
" fers or othér -similar payments -in‘'return for the use of patents, .
know-hnw or other rights, or by way of commission ar ather
charges for specific services performed or for -management, or,
except in -the case of a banking enterprise, by way of interest
on moneys lent to the head office . of the enterprise or any of its
, other offices. ' .
“

4. No profits; shall .be attributed to a permanent
establishment~ by reason of -the :mere purchase hy . that permanent
- establishment of goods. or merchandise for the enternrise.

5. For the purposes ,nf the uvreceding paragraphs, the.
<profits to b€ ‘atiributed to thmpermanent establishment -shall - bhe

‘determined by the -same methbd year - hy year  Umess:. there. is
- good. and sufficient reason -ta the contrary N ST :

G- -*i'Jher‘e,.proffvits include ':items of .income .which are.dealt
with' separately in. other .Articlesvof.. this® Convention, .then .the
‘prdavisions -6f - thase ' -Articles::ishall - mot - be. affected - by-:the
provisions of this Article. i
:Article 8

AIR TRANSPORT

1. ' Profits - derived - by an -enterprise _of a Contracting.
State from - the operation of- aircraft in. international traffic shall
be taxable only in that Gtate. :

.20 - The provisin:ns_ of .paragraph 1 shall also apply to
profits from the participation.in- a ponl, & jnint business or an '
international operating agency.

3. The term "operation of aircraft" shall mean business
of transportation by air, of passengers, mail, livestock or gaoods
carried on- by the gwrers or lessees or charterers of aircraft,
including the’ sale of titkets for such.transportation on behalf - of.
other enterprises, .the:incidental lesse of aircraft and any other
activity directly c:onnected with - such. transportation.
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“Article- 9

! SHIPPING

1. Profits derived by an enterprise of 2 Contracting
State from the operation of ships in internstional traffic qhall be
taxahle only 'in that State.

2. - The pravisinns of paragraph 1 shell- also apply to
profits from . the participation in a pool, a joint business -or-an
. international operating agency engaged in the operation of ships.

3. - .. ‘For the  purposes of this Article, profits derived from
.+« the operatior}. -of:. -ships rinclude pmﬁts from the use,’ mami:enande

- or rental, of contamerslumr‘ludmg;trailprs and relatéd- eqmpmenti
. for. the: transpor't ‘of. containers} in - connection with the . rransport

of goods or merchandisg in international traffic,

Article''10

ASSQCIATED ENTERPRISES

' Where

;+a) an entprnrise of a Contracting State participates
.du‘ectly ~or indirectly --in the management,:
controk ior. capital of an enterprise’-of the other
Contractinp, .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 c¢onditions. are made or imposed between the
two enterprises in their commercial or financial ralatinns which
differ from -‘those which would be made bhetweer indepewdént
‘enterprises, ".then any profits which would, "but  tor those
‘conditions, have accrued to -one of the enterprises but, by res&son
of:-those eonditions, have -notirso-accrued, may be mcluded in the
profits .of that enterprise andstaxed . accordingly. *+ =~ -
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Article 11

DIVIDENDS

1. Dividends paid by a-companv which i{s a resident of
a Contracting State to a resident of the other Contracting State
may be taxed in that other State.

2. * However, such dividends may also te taxed in the
Contracting State of which the company paying the dividends is a
resident and ®according to the laws of that State, but if the
recipient is the beneficial owner of the dividends the tax so
charged shall: not exceed 15 per- cant of the gross~ramount of the
dividends,

- This ' paragraph shall-: ‘not affect the taxation of the .
. company in- respect of the profits out of which the;, dividends.are -
- paid. :

3. *The term “"dividends® as used in this Article mesans-
“income . from ' shares .or other rights,  not being . deht-claims,
- participating :in profits, as well as income from other corporate
- rights which is subjected to the same taxation +trestment- as
income from . shares by the laws. of the State of. whic:h the
company making the distribution is a resident.

4. ‘The “orovisions of paragraphs 1 and 2 shall™not apply-
if the -beneficlial owner _of the .dividends, being a .resident of a_
" Contracting State, carries on business in the nther - Contracting
State of which the company paving the dividends is a resident,
through a gpermanent establishment situated therein, or perfnrms

~in that other State independent personal services frem a fixed
base situated therein, and the hnldine in respect of which the
dividends are peid is effectively connecterd with such permanent
establishment or f{ixed base. In such case the provisions of
Article 7 nr Article 15, as the case may be, shall apply.

5. Where a caompany which is a resident of a Contracting
State derives vrofits or income from the ciher igntraciing State,
that - nther State may not impose any tax on the dividends paid
by ‘the company except insofer as such dividends are psii to a
resident of that other State -or insofar -as the holding in respect
of which the dividends are paid-is effectivelv sconnected with a
permanent establishment or a fixed bese situated -in that other
State, nor subject the company's undistributed mprofits to a tax
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on the compeny'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 12

INTEREST

1. Interest arising in a Contracting State and paid to a
resident of the other Contracting State may be taxed in that
nther State,

2.« However, such intereét may . also .bga taxed 1in the
* Contracting State in which it arises and according to the laws of
+. that*! State, but if the recipient. is the henefmlal owner of the
. interest the tax so charged shall; not rxceed. lsi,t:er cent.. of "the
Aross amount of the interest, g :
1§
P _ Notwlthstandmg the pm{rlsmns of parapranh 2
1I
a) interest -arising In'ta _Contracting State shall be.
- exempt © from tax iin that State provided it is.
derived -and beneficially owned by: .
i} the. G'overnment.?:-a :--politic'al,‘,. sub-division or a
local authority of the other Contracting :State;
or o :
ii) the . Central Balnk nf the  other .Contracting.
State; Ny ) B
b]',‘ interest ‘arising in a Contracting State “hall | bh'f-'»
<exempt from- tax in that Contracting State to the1

extent approved hy the Government of. that State .

if it is derived and beneficially owped by any
person f{other than 2 person referred to in sub-.
paragraph (a)) whn is a resident of the other
Contracting State provided that the . transaction
giving rise to the debt-claim has been approved

in this regard by the Government of the first~
mentinned Contracting State.

4, The term “interest” as  used in. this Article means.
income from™ débt-claims of every’ kind, .whether or not secured’
by - mortgage &nd :whether or not :carr'ymg a. right .to partimpatp

in ' the debtér's profits, and ! in .particular, income from,
government securities :-and income from bonds or debentures,’
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;dneluding premiums and lpmzes Attaching to such securities; bends

~or ;debentures;: Penslty charges for -late -payment: shall not : be
..kegarded as interest for'fthe pui‘pose of this Article.

Sy .. -+; =-The pr‘ovisiens of garagraphs 1l and’ 2 shall not apply
if ~the -beneficial owner. of the, interest, being a resident of a
ontracting - State, carries on business in the nther Contracting
State -in -.which the |- inter‘eet arises, through a permanent
estabhshment isituated therein it ar. performs in that -other State
vindependent: ;:~ < personal. i eervm}es from a fixed base situated
therein.mand the debt- claim iny respect- of which the interest is
»paid; is - effectively connécted with such permanent establishment -
-gr .fixed. bases In such casé the  provisions of Article 7 or
Article 15, as the case ‘hay be,, shall apoly,

i, a3 voariracinterest shﬂl be %eemed‘ to arise in a Contracting -
iState whenthe payer iﬁtthat Sfﬁte itself, ;a political: subdivision,
ayelecalyautharity or a f‘esmeng. of that:State. Where,  hnwever,
dhe..persen ~paying the !interes whether ‘he is-a resident of -a -
=Loentracting 64ate or not; has in 4 Contracting - Statetia permanent-'
.estabhshmentmor a fixéd base -in connection with which. - the
dindebtedness hon  which Ithe interest ‘is paid was. incurred, . and
suchydnterest:«is borne by suchi permanent establishrment or fixed
‘bagess - then »aurh interest shall "be - -deemed to:rarise in the -
Gontracting . ;State - in which the ‘permanent: establishment or fixed -

base is situated. H

;; “ri
Tar3ni-  prohere, by r;easen of - @ spectal relationship between
the -paver.~and.nthe heneﬁliclal owner or between both-of~them and -
.somez-nther . iperson, thetiamountJOf the interest, having -regard-to -
.they~deht-claim- for which it. .is! paid,. exceeds the' emount which
waould have ~been agreed upon ;.by the' paver and the beneficial
Qwner.in the-absence of‘such r¢lationship., the provisions of this
Articie shall apply enly to thé last-mentioned amount. In stch
case,- the. excess part. of the payments shall remain taxable ..
according to.the laws of each Gontractmg State, duve regard bheing
had to the other provisions of Ehis Convention.

5 Article 13

N

ROYALTIES AND FEES FOR TECHNICAL SERVICES
1 .

1! M
i 1
Jws arivin- Royelties anil fees for technical: services- ax’isinp in a
Contracting .State and paid o é; resident of the other: Contracting -
State may be taxed in that othér State.



2, However, such royalties and fees for technical
services may also be taxed in the Contracting State in which
-..they arise and according to ‘the law of that State; hut if the
_mmplent is the beneficial owner, of the rnyalties-.or: fees for
technical services the .tax so charfed shall not exceed:

(1) in the case of royalties relating .to the payments
for the use of, or the right to use, industrial,
commercial or- scientific eouipment, 0 per gent of
the gross amount:of the royslties;

{ii) in the case of fees for technicel services and

other ryaltiss,; 20 per cent of the gross amount
of fees for technical. services or royalties.

3. , The term “rnyalties" as used in this Article means
Daymants of any kind received -as a consideration for the use of,

. the, right to use, "any - ce}qaymght of literary,:. artistic or
-sci_t_antifir;- work, including cinematographic films or -films or tapes
- used; for radio or television s‘*broadcasting, -any. patent, trade
.mark, 'design or model, plan; .‘secret formula or "p“rocess. or for'
_the . use of, .or the :right ;to..use,. industrial, - :commercial -
.-.scientinr‘ equipment, - or fom.,mformatmn concerning mduetnal
. commercial or scientific- Pxppmenm: AR
Y S .. . The ' term "fees for* techmcal spwices“ +as used in
. this, Article means payments of any kind to. any: per*son other than
payments. tg an employee of the person makina.ihe pavments and
-to . any - individual for mdependent personal- services- mentioned in
sArticle 15  (Independent.: Personal Services), ‘in consideration” .for
.the, services: .of a techmical “or’ conqultancv ‘nature;::including the
.,prqmsmn of. services of- technical or: other perscmne-l ot
ey A
S,.}- : The prov151ons of paragraphs 1 anrl 2 shall not apply
if. :the beneficial owner of the. royalties or fees for - technical
sermces being a .resident of a Contracting Stdte,” carries on
business in the other Contracting-State in which ‘the royalties or
‘f‘ees for technical serwices arise, through.) a permanent
establishment situated therein, ‘or performs in that other State
independent personal services from a fixed base situsted therein,
angl the right, property or contract in respect of which the
royalties or fees for technical services are paid is effectively
onnected with. such permanent establishment or fixed base. In
such case, the provisions:-of “Artické 7 or Article 15, -as the case
nay be, shall apply.

6. -4 .3+ -Royalties . and .“fees "'for: technical services - shall. be
deegged to arise in a. Contracting ;gtate when the. paﬁrer‘ is that

State itself, a political subdivision, a local authority or a



resident of that State.  Where, however, the, person paying the
royalties ar fees for ‘technicgl services whether -he "is & resident
of a . Contracting Staté or .not,  has .in. a Contracting State a
permanent establishment. or ‘fixed .base in- connection - with which®
the liahility to pay the royalties or fees . for technical services
was incurred, and such royalties..or fees for technical services
are borne by such permanent- establishment or fixed base, then
such rnyalties or fees for technical services shall be deemed to
arise in the State in which the permanent estabhshment or fixed
base is situated.

7.. Where, by  reasson:of a  special reilationship between
the payer and the beneficial' nwner or between both of them and
some other person, "the emount !0of -the royalties or fees for
technical services paid, exceeds..the amount which would have
~been paid in the absence of s_tqch.'.‘-relati-o-nship,‘-f-the pmvisicms of
-this. -Article shall. apply odnly ~to ‘the last-mentioned .-dmount. ' In.
;such -case,’ the excess ).part. of? thﬁ*paymﬁnts shalls rpmam taxahle
-.according -to . the laws nf: each. Contracting “State, " due - regard
being had to the other- pmvisi(':_ns .of “this. Gonvention.™ *
s
Article 14

 * CAPITAL' GAINS

1... - . Gains derived ‘hy:ar.resident of a Contracting -State.
" from. the alienation of . mmovable property, referred to ‘in. article
6, ond situated in the other ' Cantracting. <State .may’ h‘e taxed in
that other Strate.

2. Gains from the alienation .of movable mroperty forming
.part of the business “property nf a permanent establishment
which an enterprise, of a Contracting State ‘has in the other
Contracting State or of movable property  pertaining to a fixed
hase available to a resident of a Contracting State in the
other -Contracting State for the purpose nf performing
independent persanal services, including such gains from the
alienation of such a permanent establishment {alone or together
with the whole =nterprise), ar .of. such fixed base, may be
taxed 1in that other State.

3. Gains - fmm @ the “.aliendtion nf .ships or aircraft
aperated in intermaticnal .traffic or of mnvable property

pertaining to the oparation -'of such. ships -or dircraft shall
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~ be .taxble only in the Contracting State of. which the &ienatar
is a resident. . L o .

. 4, . Gaing  from the .alienation of shares- of - the cdpital
- stock of a company the- proverty of which consists, directly or
indirectly, principally of immovable property situated in a
Contracting State may be taxed in that State. .

5. Gains from the alienation of shares of the capital
stock of a company forming part of a participation of at least 10
per cent in a company which is a 'resident of a Contracting State
may be taxed in that Contracting State.

G. Gains from the alienat:gon of. any prnoperty other than
that mentioned in paragraphs 1,2,3,4 and 5 shall be taxahle only

in the Contracting State ‘of which' the alienator-is'a.resident.
. Article 15
INDEPENDENT'.‘PERSONAL. SERVICES

i. -Income demved by a n=51dent of a Contracting State
- from the. performance -of . professional services of other
independent sctivities: of a simzlar ‘character shall be taxable
nnly in that State except int the' following circumstances when
.such income may also-he taxed in- ‘the other Contracting State:

~a) If he has a fixed 'base regularly available ta- him

. in the.-other  Contracting State for the purpose of

. performing his :activities; in that case, only so -

e much of. the .income as is aftributable tn that fixed
hase may be taxed in .that other State: or

b} if his stav in the other Contracting State is for a
perind nr periods amounting tn nor exceeding in the
apgregate 183 days in the relevant "taxable year";
in that case, only so much nf the income as is
derived from his -activities performed in that
other State may be taxed in that other Gtate,

2. The term "professinnal services" inciudes independent
scientific, literarv, artistic, educational or teaching activities,
ag well as.the independent: activities of physicians, surgeons,
lawyers, engineers,. architects. -dentists and accm.:ntants.
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Article 16

DEPENDENT PERSONAL SERVICES

1. “Suhject tn the provisions of Articles 17, 18,
19, 20, 21. and 22, salaries,' wages and other similsr
remuneration derived hy a resident of a Contracting
State in respect of an emplovment shall be taxsahle only
in that State unless the employment is exarcised in the
other Contracting State. If the employment is so
exercised, - such remuneration as is derived therefrom
may be taxed in that other State.

2. . Notwithstanding ~‘the -provisions of paragraph
1,  remuneration derived byi a -resident of a Contracting
.State 1in .respect - .of :an-employment exercised in the
other Contracting State :shall- be taxable -only in the
first-mentioned State if: : -0

o |
Coa) the vecipientu is " present in- ‘the 'other'
- -State "~ for =a . peried or periods " not
- exceetding: in: 1h9 apgpregate 183 days 1n tbe‘
relevant” "taxable year" and

"b) the: remUnPration:is paid by, or - on behalf
-+ af,v anv employer. ‘who: is not -8 rESldPnt of
the otHar State, and '

c} .the . remuneration .is not © borne by @8-
permanent establishment or a fixed base

which® the . employer has in - the other
State. . '
3. "Notwithstanding the 'preceding provisions
of this Article, remuneration derived - in respect
of ar eamnlogyment exercigsed aboard a ship or
aircraft Dopersted in dnterndtional traffic, by  an

enterprise .of .a Contracting .State may be taxed
in that - Sfate. ’
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Article 17

r

DIRECTORS‘ FEES

, Directors' fePs and similar peyments derived:
by a resident of a Contracting State in his capacity
as a member of the bonard of directors of- company
which is a resident of the other Contracting Ststp
may be taxed in that other State.

Article ‘18

ARTISTES AND ATHLETES
. .E )

1. - Nntw1thstand1nglthe"prOV1510ns of Articles 15
"and- 16, -income derived by la resident of a Comtracting
State .as :an PntPrtaInerl sqch .as theatre, motilon
picture, radio or'tﬁlevtsiQnea:tiste. or a susician, or

s :an -athlete, -from” his; -persbnal- activities. as :such
exercised in the other Goh?rac;ing State, may ‘be taxed:
in that other State. i \ : Co

! §
£

2. . -~Where indome  lin respect -~ of persorsl
-activitips exercised by*anientertainpr ar an athlete :in
his capacity. as. quch accruest not to .the entertsiner ‘or.:
athiete himself but.-to annﬁhpr person, that sincome: may, °

notwilthstanding the " pr0v1sdons of-Articles .7, 15 .and
16, ~be~ taxed in the Lontracting * State "in :which: the

activities. of - the ‘‘entertainer or athlete - are
exercised. :

3. o Notwithstsnding the provisions of parasraphs -
1 and 2, +dincame derived by an entartainer or an athlete

whn  is a resident of a Contracting State from his
personal activities as such exercised in the other
Contracting State, shall be taxable only in the first-
mentioned Contracting State,. if the sctfivities in ths .
nther Contracting State are suppoerted -wholly or
substantially from the Dﬁblic funds of the . first-
mentioned- Contracting State, : ipcluding any " of its

political subdivisions or -lochal! auvthorities. .¢¢° B

i
' A
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Article 19

PENSIONS

Subject to. the provisions of paragraph 2 of
Article 20, pensions sand other 'similar remuneration
paid to a resident of a Contracting State in

consideration of psst emplovment shall be taxable only
in that State.

Arvticle 20

" REMUNERATION 'AND PENSIONS IN RESPECT OF !
* GOVERNMENT SERVICE

N N
. ' .

.;a) Remuneration,. other than a pension, paid™

"¢ 4..by  a .Contracting. State or' a political

- suhdivisinon:vor a:J]ocal authority thereof

to ani individual'- in raspect of servites

rendered: to  that  State or subdivision ‘or

authority shall- .be -taxable 'only in that

State.. : ‘

: 'b) However,: such - remuneration -*shall ‘be’

taxableé ironly: in! .the . other Contracting

© . Sfate if:the services are rendered in that

- othér ~State. andi-»the individual is ‘@
«resident/of that State whé: '

i) is @ national of that State: or

ii) did-not become a resident of that State
solely fnr the purpose of rendering the
services.

2. a) Any pension vpaid bv, or cut of funds
created by, a Contracting State or a
pnlitical subdivision-or 2 laocal suthority
thereof: 'to an 1individual in respect of
serviqgsu rendered : to .that State ar -’
subdivision or authority shall be taxable
only i that State,.
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3. The provisions of Articles 16, 17 and 19
. shall applv -to remuneration and pensions in respect.of:
..services rendered in connection with a business ‘carried:
on.by:. a Contracting..State or: a;political subdiv1s1on or .
a local authnrity thereof. ST

Article 21

STUDENTS

Payments which a - student or business
apprentice who is or was immediately before visiting a
Cantracting State a resident of the other Contracting
State and who is present in the first-mentioned State
-solely for the. purpose of’ 'his education er. training
receivas fnr the purpose nfrhis maintenznee, education
-or ‘training :;shall not he: taxed in that State, provided
~that such- payments. arise ' from sovrces woutside: ‘that
“State. ' LY -

P

Article 22

. PAYMENTS RECEIVED BY RROFESSORS, TEACHERS AND
' RESFARCH .SCHOLARS

1. v A !profeésor nr *féacher ‘who is or was -a:-
resident of .one of ithe. Con%racting States- 1mmpd18tply$
‘before vistting the. ather: .Contracting State “for the' .
.purpese of teaching or' engaging in research, orr both, "
at an officially recoguised university, cnllege, school

or -other -institution” in that other Contractirng State’”

shall be .exempt from tax in that other State on any.
remuneration for such teaching or. research for a period
not exceeding two years from the date of his arrival in
that other State.

2, This Article shall not apply to income from
research if -such research is undertaken not in the-
ganeral interest but primarily for .the:private  benefit
of a specific person-or persons,

Article: 23

OTHER "INCOME

1. Subject 1o the pronvisions of paragraph 2,
items of income of a resident of a Contracting State
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taxable only in that Contractihg State.

2. . The provisions of paragraph 1 shall not .apply

. ta. income, other than income from .immovable; property as
dpfined in paragraph 2 of .Article 6, if -tRe recipient’
of such.income, heing a resideht of a Contracting State
‘carries on- business in the ‘other Cantracting State

_through a permanent establishment situated therein, or
performs in that other State independent personal
services from a fixed ‘base situated therein, and the
right or property in respect. af which the income is
paid 1is effectively connected with such permanent
establishment, or fixed base. In such a case the
provisions of Article 7 or Art1clp 15, as the case may -
hbe, shall apply.

3. . Nntwithstanding the %rovisinns of paragraphs

1 and. 2, -items of income.of, aresident: of a. Contracting
. State not..dealt. with .in ithe: fdr9901ng Articles - of  this

{Convention.,nnd arising 1n.tha ather. Cnntracting State
- may be taxed in that nther. ﬁtate.

3

g
-Articleji24

CAP?I--TAin.

i
L

i AN ~Capital bepresented' - by -immovable  property
‘referred ‘to in Article 6, owned ‘by: a. resident- af a
Contracting State and 51tuated ‘in:the dther Contracting
.State, may be taxed: in that: other State., ~-.!

2. .. .. - Capital represented- 'by .~ mavable. ~property
formlng part of- the business property of a permanent
Pstabllshmpnt which an - enterprise: of «Canrtracting

State has in the ather Contracting State or hy -movahle
property pertaining to e Tfixed base availahle to =2
resident of a Contracting State 1in° the ~ather
Cnntracting State for the : purpose of performing
independent personal services, may be taxed in that
nther State,

3. . Capita rnprPseand by ..ships or aircraft,
nperated. in international traffic or by movahle
propertyv pertaining to the:operation of such sh1ps or
aircrafisshall be taxable onlyi:in the Contracting State
of whichiithe enterprise operatnng 'such’ ships,. aircriaft
or property is a reS1dent. ' -{?

. "Capital represnnted by shares 'of the capital

stock of a company the property of which consists,
jirectly or 1indirectly, prxncipallv nf immovable

s e . w s P T
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5. Capital represented by shares of the capital
stock of a company which is a ‘resident of a Contrarting
State representing a participatian of at:least 10 per
cent in- the caplfal stock:of - that cCompany may be taxed

in that Contragting Srate. S

6. All other elements of cepital of & resident

of a Contracting State shall he ‘taxahle only in that
Contracting State.

Article 25

ELIMINATION OF DOUBLE TAXATION

1. : The laws .. in . force in either of the
GContracting States w111 continue :to govern ‘the taxation
. of - inenme and capital in:.the respective Contracting.
+ States. except where ' express provi31nns to'the Pnntrary
-are made in this Convsntion. A . '

2. "In India,: double: taxation will- be avoided in
the following manner -

a]-Where-a*Pesident“of:India%derives income

or owns' capital which, 1in accordance with

: the provisions: of this.Convention, may. be
taxed in Spsin, India shall allow:

i) as a deduction .from- the .tax an .the
income .nf ‘that rasident, -~ ah amount
equal to the income-tax-paind .in Spain,
whethen'directly ar bv deduction; rand

ii) as a'-deduction from the -tax on the
capital of ~ that resident, an amount
equal to ‘the capttal tax paid in Spaipn,

Such deduction in either case shall nnt,
however, exceed that part of the income-tax.- or capital
tax, as computed hefore the. deduction is given, which
is attributable, asthe: case may he, to the income or
the capital which may be ‘taxed in Spain. ;

i g :

b) Where;a-reSidentyof India derifwwes income
or owns' cabital-which in accordance with
the proavisions: . of this Convention, shall
be taxable only in Spain, India may
include  this income or capital in the tax
hase but shall allow as @& deduction from
the Tnenma=tay Ar ramnttal toavw that rmart
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of the income-tax or capital tax which is

.attributable, as .the case may. be, to the
income derived. from or the capital owned
in Spain. '

3. - 'fn 'Spain, .subject to-  the provisions of its-'-
. intarnal law, riouble taxation- will he avoided in the
following manner: : ' S

a) Where a resident ef Spain derives income
- or owns capital which, in accordance with
the provisions of this Conventinn, may be -
.taxed in India,. Spain shall allow: .

i) as a deduc;ibn from the tax on the
“income .of ::that resident, an amount
-equal to° thei tncome tax vaid:in India;

ii) as. a deductibn from the tax on the
capital »of tsthat resgident, an  amount
-equal to. the ¢apital tax paid -in India.

-~ b) In .the ,cese "of ~a ~dividend paid by a.
company:which is‘a resident of India to a
company. which is'ia" resident aof: Spain "and
which holds.at.least 25 ner cent of ‘the:
capital . of the -company ~paying ‘the:
dividend, - the -déduction shall ‘take:-into.
account ' {in adddition 'tto ‘the "deduction -
provided under ‘' sub-paragraph a}) the-
income tax paid in India.by the company in
respect of the profits nut of which such
dividend is psidiprovided that such tax is '
taken into -acconunt in calculating the base
of the Spanish tax,.

Such deduction 1in either case shall not,
however, excaed that part of the inpcome tax ar capital
tax, as computed befhre the deduction is given, which-.
is attributahle, as .the case :'may be, ‘to the income ar -
the capital whichimay be taxed in Tndia. : :

c].Where.iﬁﬂe060rdance with. any provision ofu
the Convention ‘income derived or capital -
owned by a resident of Spain is exempt
from tax: in Spain, Spain may nevertheless,
in calculating the zampunt of taxnnn the

S N -



- 24 -

“income or capital,

Ao "For- the purposes"ofldeduction.referred'tn“in'

paragraph 3, the term "ipcome-tax paid inm-Indial'shall
be deemed 'ta include any amaunt which would have been
payable. as Indian -tax under the laws of India and in
accnrdance with this Cenvention for any. year but for
an exemption from, or reduction of, tax granted for
that year under: ’

(1) Sections 10{4), 10(15)(iv), 10A, 10E,
aza, 32AB, B6HH, 80HHC and B80T eof the

Income-tax Act, 1961 {43 of 1961) sn far

as they were 1in! force on, and bave not

been modified since, the date of the’

signature -aof ’this Convention, or have -

'been.mddifiedrnﬁly in minor respects so

-as not «to affectittheir pgeneral ..character:

tor

Al

-ﬁi).any'ctﬁer provisinn which may be enacted’

‘hereafter -xgrant1ng a .deductian in

computing .the :jtaxable 1Income oar an -

exemption or rediction from tax which the

competent-authorities of the Contracting
States agree .'to; be of a ‘substantially

gimilar character if it has not been

modified “thereafifer or has been modified
“only 1in - minor 'respects so as nat to
.affect 'its generél character. )

5. - : 'The'provisiEns of paragraph 4 shall appiy*for
the first 10 years for . which this Convention is
effective: but the c¢ompetent authorities of 'the

Contracting - -States may consult each other to determine

whether this period shall he-extended. ' T

Article 26

NON DISCRIMINATION

1. - The natinnals nf a- Contracting State shall -

. oa | T . 0w w4 N - - e -AI—.&—:‘{“_—L-——.—L{_.— F o BV Y Wrara ¥ e - - - -
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enterpnitses«of that flrst -mentioned State- are 'Or may be
subjected. "

L]

i .

4r-+:~ « Except where the provisions of Article 10,
Ppazagraph-% of Artigle 12, .or paragraph 7 of Article
dEkZhaepplyzidnterest royalties and othen.dishﬂnsements

paid:«by- :an; -enterprise .of ~ a:{ Contracting- State to.
~nesident gf-the: othqr Cnntraqting State shally@-for the
‘purpose -of -determinjng ‘the ‘taxable- profitsiof  such
,enterprtseﬁabe deduoiible undgr the same:caonditions as
1 f*n¢hey:chad been: paid to a: rosident of :tHe. 'first-
memtloned-State. S1d1lar1v, any debts. ofam.emterprise: .
ofumrnGontracting State -shall, ' fnr -the purpose ‘of "
~determining. the taxable canital 0f such enterprise, be
deductible. under tha qame‘cohditlons as’-i'f they: had
-‘hgemrecontracted to a resident of the first«mentioned
State. | S

|
i ' : -
| Article 27

MUTUAL_AGREEMENT PROCEDURE

-1 . ° .Where a resident ~of a°' Contracting State
considers - that the actions - of one or. both of the
Contracting States result or.will result for him in
taxation not 1in acceordance with this Convention, he

~.may, notwithstanding the remedies provided by .the
national laws of those States, present his case to the

ccompetent auvthority of the Contracting State of which
~wzhe is -a.resident, or,: if his case comes under -paragraph
1:..0f Article 26, to-.that of the Contracting State. of
which-he. tis a national. .: The case must: be presented
~within: three years frum the first notification oft the
suactiomiresulting in thaxatiom npt 'in .accordance wrth .tHe -
provisions of the Convention. : S

;. 2v -+ The competent autharity shall endeavour, if
the nbjection apnears tno it to be justified and if it
is. not 1itself able to arrive at an appropriate

-.80luti{on, to resolve the case by mutual agreement with
the competent authority of the nther Contracting State,
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with a view to the avoidance of taxation: not - in
accordance with the Convention. Any agreement rpached

'shall be -implemented .notwithstanding any time llmits in .

‘the ‘national laws of :the Contract1ng States. '
l .

3. The competent author1t1es of the Contracting
States shall endeavour to resolve by mutual agreement
any ~difficulties or doubts arising as 'to the
interpretation or application:oaf the Convention. They
may also consult together 'for the elimination of
double taxation 1in ;cases not provided for in the
Convention. The competent .authorities shall also, hy
mutual agreement, develnp apnropriate actions, methods
and techniques to improve - the exchange of, 1nf0rnation
..carried out under Article 28 Uf this Convention.

4. . . .The competEnt authordtxes of the Contractlng
;States may communicate with»edéh other directly far’ the
“purpose. of reaching an: .agreemegnt .in’ the sense ‘of tﬁp
5pfecpding paragraphs . When: it semms - advisable in order .
'to  reach .agreement.’ fo have: an oral exchange of
opinions. ‘'such exCﬁange ~may‘ take nlace ~throuigh 'a.
:Comm1531on consisting of Peoreqentat1veq “atl the
competent authorit1es of :the. Contract1ng Statpg ' '
: i

Anti&ie;QB

EXCHANGE: OF 'INFORMATION

1. . _ The competent - authnriths of tnf Contracting
Statds shall exchange - such ; information (including
copies of documents when relevant) as is naceqsarv for
"gdarrying out the provisions of the’ Convpntlon or  of the
domestic laws of the Contracting States -“concerning-
taxes . covered by the Convention, 1in so far as the
taxation thereunder is not contrary to the Conventian,

ifn particular for the npreventinn of fraud or tax
evasion and af tax avoidance. The exchange of
information 1is not restricted hy Article 1. Any

information received .by a Contracting State shall be
treated as secret in the same imanner as informdtion
nbtained wunder the domestic laws of that “ State,
However, if the information. is originally regarded as
secreiiln the transmi:tting State, it shall he disclnsed
anly. in persons or: auvthorities (including courts and
_adm1nbstrat1ve bodies) involved .in the as sessment or
collecttion of, the enforcement or prosecution in
respect of, or the determination of appeals in relstion
to the taxes which are the subject of the Conventinn.
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2;: . . ..In no case, shall- the provisions of parapraph
lﬁbe constrund so ag- to impgse.on & Contracting~State’
the obligation: i i e e
a; to - carfy. .out.-administrative measures' at

. variance with the laws or administrative

-~ practice of - that ar of the other
Contracting State; S

~b) to  -supply information which is not

.. o0obtainable under -the laws or in the normal

. course .0of the:administration of that or of
the other Contrﬁpting State;

,C). ta. supplv informﬁtion which would discfose”

©.any *trade, ~’business.' . industrial?
commercial or-: pr0f3551onal gacret or: trade
procescsor ‘information - the' disclosure nf
which- wduld be: contrary to public pnlicy.

(f
I .

’ ¥
(oATticle: 29

DIPLOMATIC?ANDrCONSULAR,OEFICERS

t 1
. gk .
Nathing-in’ this -Convention-. shﬁll-afject-lhé-
‘fiscal. perrIeges of diplomatic agents ~consular™
officers under the general rules :of - 1nternat10nal “law
“or under the provisions. of ‘spgcial -agreeménts. o

- Articla. 30

ENTRY INTO FORCE

1. This Cornivention shall bhe ratified and the
~instruments of ratification shall be exchanpged at as

spon as passible, 1o -

2 This Convention: shall enter {mto force upon
athe exchange of the“lmstruments of ratiftcatton and its'
cprovisigng shall havnieffec N L

i

4

a) in Spain:

in respectof taxes chargeable on -income or on
capital for any taxable year beginning on or
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b) in India;
¥ .
(i) in respect .of::income arising 1in any
. " taxable year--heginning on or - after the
i first day of-April of the calendar year
' next . following  that in which the
Convention enters into force.

(1i) in respect of capital which is held on
- the last day of any faxable vear
beginning on, or after the first day of
April of the calendar year next following
that in which the Conventinn enters into

fnrceg , ‘
: Articlelal
o . :l
".. TERMINATTON
? i
1. "The Gonvention - :shall remain, in . force

indefinitely, hut either of che Contracting.- States
may, on. or-befnre~the thirtieth day of .June in..any-
calendar vear beginning after .the expiration., of  a
period of” five wyears fromiiths -date of its:entry:into
“farce, give to the other *Contracting Stste through
“diplomatic’channels, written motice of termination.  In,
“such-eveént, the Convgntion.shéllacease to have effect:. .

(a):in Spain, .in regpect~6f taxes chargeabls -
' for -any taxable year beginping on or
after the first day:of January of the

calendar -year next fnllowing that in .

~which the . notice of termination is given;

(b) in India, in respect of income arising in
any taxable yeér beginning nn or after
the first day of April of the calendar

- year next following that in which the
noticeof . termination 1is given and in
vrespect of capital -which f{s held on the
. last . day.of any.taxable year beginning on

- or ‘after the first day of April next
following thea . calendar year in which the
notice of termination is given,
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s IN WETNESS WHEREOF the undersigned, being
duly au£h0r1qed- thereto, *» have signed “the wrésbnt
Convention. : -

~Done in. duplicate at New Delhi this B8th dav

-of February, one thousand nine hundred and ninefy three
in. the Hindi, Spanish and  English langusges, “all: the

. textssheing: ecuallysauthent1cr ‘In case.fof.divErgence

-+, between m@anysof the. texts &he.Engllsh taxt“sﬂﬁlh b vthe
operative one.

-For.- the Government ;0f the " For the -Gevetrnment - "6f
Republic 'of India’ * the Kingdom of Spain:

L

($1NMOHAN QINGH} (JAVIER SOLANA ‘MADARIAGA}
Min_lstpr nf Finance - Minister of Fareign Affairs
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PROTOCOL

At the moment of signing the Convention
thweenitheﬂﬁovprnment of the Renubllc -of Indsawand nthe.
*Gﬂvernment of the Kingdom of Spain ~for the-Avoidance
-nf Double Taxation and the Prevention -nf Fiscal Evasion
with respect to taxes on Income and on Capital, the
undersigned :have agreed upon the following provisions
which shall be an integral part of the Convention,

I A " In respect of clause (d} of paragraph 1. of
Article 3 :(General Definitions) it is understood that
1ithe, termr "tax" shall nnt include any amount which 'is
payable 1in. rescect of any default or omission in
‘relationite -the taxes to which this Convention.applies
.or.which-represents a penalty: 1mp039d relatrngrto these

taxes. ! o e
!

2o £ Fn rrespect .0of clause fg) of paragraph 2 .of
Anticle "5 v (Permanent Establishment) it is cunderstond
~that~this tlause refers to a warehouse . where space is
rented to other persons, Bl ot

3. o In respect of clauses {b) and (c) af
paragraph 1 -rof Article 7 .(Business Profits) it is
‘understood :that in -the case - of any doubt.as+to:whather
the goods®nor merchandise sold are of the :similar-kind
as ' those ssnld through the permanent establishment :or
.whe ther :the nther budiness activities carried on are-of
the - similar 'kind as those effected through the
-permanent " estsblishment, the competert authorities may
consult each nther with a view to resnlv1ng the case hy
mutual agreement, : ‘

4. . In respect of paragraph 3 of Article 7
{Business Profits) it is understood that in case of any
substantial changes in the provisions of the taxation
laws of:- a Contracting State relating to limitation on
the deductibility of" the expenses which -are  incurred
for the —purposes of the business »nf a: permanent
vestablishment, the. :jccompetent authorities- - of: the
2Contracting States shall c¢onsult ~each ~other on ‘the

nnecessity ~of modifﬁtng the .provisions. of:. this
i paragrapoh, ' - roo :
5. In respect of Article 8 (2Air Transport) and

Article 9 (Shipping), it is understood that interest on
.funds connected with the operation of aircraft or. ships
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-derived. from the operation ¢f such aircraft or. ships,

as: the: case mweay be, :and. the provisions of. Article 12 -

‘ZInterest) : shall :not avply. 4n  relstion. o :-such
interest. . A

6. - - Paragraph ¢ of Article 11 (Dividends), shall
not ke applicable, in the case of Spain, to the 'income
attributahle, whether distributed or -not, "~ to .the
shareholders of the corporations and entities referred

‘tor-in Article 12.2 of Law 44/1978 of 8 Sentember 1978,
and Article 19 aof Law 61/1978 nf 27 December 1978, as

lopg 2s- the gaid inceme is not subject to' the: Spanish
Corporation Tax. Such fncome may be - taxed in‘Spa1nr.

according to its internal Law.

Tui “yThre competent aumhof1t1es shall ihttiate the

apprqprrata procedurés to*‘rev1ew the provigiong- of -

Article 13i(Royalties and “feek ‘for technicelirgservices).
aftér -asperiod of five years from the date ofritsremtry
into ¢ force. ‘However, 1f .under any: Conventions.or:
-Agneement: between -India and" 3 third :State "which is<.a:
“Member .:af o.the OECD, - which wenters .inta: force after-
1.%,.:1990, -India 1limits its !'taxation - at.:source .on°
rovalties: or fees for technical- services.nto.a’ rate
lower or aj;scope more restricted than the ‘rate or:.scope
:provided. . for 1in this- Convention on the g8aid:vitems: of. -
.incomes,: ‘the- same rate or:iscnpe as provided - fori.in
vthiat Convention or Agreement, .on the s&id. . items- .of
-income - shall. alse anply under this- Conventinn+.with.

~effect--from~ the date on which the present “Convention. -~

comes :into force or the relevant Indian: ConVant1on or
Apreemnent, whichever entears into force later.

8.. In respect of parasraph 2 of Article 26 (Non-
discrimination), it is understnod that the provision of
this paragraph shall not he construed as preventing a
Contracting -State from charging the prnfits of a
permanent . establishment which #n "enterprise nf the
-other - Contracting State has in the first-mentioned
--State - at 8 rate of tax which .is higher..than that-
“4imonsed on the profits of & similar enterprise of the
first-mentioned State,. naor .as. -being in-confdict : .with.
.'the provisions- of paragraph $”t3h article 7 1{Business
“Profits) of  this Convention. It. is~ also’ funderstood
:that 1in : no . <case ,the taxation ©of ‘'a:' permanent
estahlishment which an enterprise of a Contracting
State has in the other Contracting State shall be less
favourably levied than the taxation levied on a
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9, Notwithstanding the provisions of paropropnh A
NFf Article 26 (Non-discrimination) 1t 1is understonl
that tn .the case of Indilas, payments by way of intorost,,
rovaltips and fees for technical! services made by an
Pnternrise of India to & resident nf Spain, shsll not
he allowed as a deductinon for the purpnsa of
determining the taxahle profits’' of such enterprise
unless tax has been paid or deducted at snurce from

such payments under Indian law:#and in accordance with
the provisions of this Conventign.

L]

i

10. For the ourposes of this Convention 1t is
understond that the term "taxeble :year" {n the noaso of
‘India shnll mean the "previous yaear" as defined in The

Income~tex Act, 1961. é

i
1

IN WITNESS WIEREFOF the: undersipned, boinp
duly authorised thereto, heve signed the prezent
Protocol. ' |

Done in duplicate at New Delhit this 8th day
of February, one thousand nine hundred end ninety three
in the Hindi, Spanish and English. languasges, ail the
texts being eoually authentic. In cese of diverpence
between any of tbe texts, the Enplish text shall he the
operative ons, '

For the Government of the Fnr the Government of the
Republic of Indis Kingdom of Spain

s
st 000

(MANMOHAN , S INGH (JAVIER SOLANA A

Ministar  of Fironca Minister of nrnlpn At¥nlen

. _ o . . ,
Notification No.: Y153 A o0e—
F.NC.503/2/86~FTD (v+Be SRINIVASANY




