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INCa-lE-TAX 

(E) - Whereas the annexed Convention beb-;een 

the Government of the Republic of India and the Kingdom 

of Spain for the avoidance of double ti~xation and the 

prevention of fiscal evasion wi th respect to taxes on 

income and on capital has entered intol force on 12th 

January, 1995 after the exchange of In:::truments of 

Ratification as required by paragraph :~ of Article 30 

of the s~id Convention; 

NOw, therefore, in exercise,: of the poi".'ers 

conferr-ed by se:;:tion 90 of the lncome-"tax Act, 19b1 (43 

of 19b1), the Central GOvernment hereb~{ directs that all 

the provisions of the said convention ,l shall be given 

effect to in the Union of India. 



CONVENTION 

BETWEEN THE 

REPUBLIC OF INDIA 

AND THE 

:KINGDOM 'OF SPAIN 

FOR "THE ' AVOIDANCE ',OF DOUBLE TAXATION 

AND 'THE PREVENTION" OF FISCAL EVAS ION 
" ,.' 

WITH RESPECT TO -TAXES ON INCOME AND ON CAPITAL. 

The Government of : the Repuhl l c of India and 
. .. , . 

the Government o'f the Kingaom of Sparn 
" 

desi ring to . 
• 

conclude a the Avoidance of· Dcuble 
--",- ~ .. - . ", 

Taxation -and t ne: of Fisca l EV8si/)n wi th : ...... 
resp~c·t to Taxes 

. i. ". 
- o~ -l -nCQrne and on Capi tal hav~ ,agreed 

as fOl'l0W5: 
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Articlp. 1 

'ERS0i'!AL SCOPE 

This Convention shall apply to persons · who are 
residents of one 1)[' botn· of the Contracting States . 

Article 2 

TAXES COVERED 

1. .-'1 . This Converit'ton shall a'pply to taxes on income "and 
on capita.! -imposed on "ehalf ·of a : Contracting Stat~ 1.rre,spec:t.~ve, 

. of the manner: in- which "they ' ar~ le~i'ed. , 1i ,':~ " ' ;r ;;!"'\f)''' r ,j. 
, : ' 

_ ' . , ~~ _ ._" .. . _ 'l . 
' -- 2." .. " . .., ; 'There -- - :shall :~ be regarded , as taxes on ·income an~:t: [pn 

-ca'pl'tal"all ' .. Taxes :impos~don ' 'total. .-ii1:come, on ' tDt.aL ,C?Pl ta~ • . ri_r:"i,nn 
;-· eh~'!Ie~~s':..:~r ~ncorne or :~f _capital, l ncluding taxe~ ·:·"piJ, ; 1'8afci,~ ' -fFom 

the " 'alip,rlatton of' .movaOle or immovable property, . taxes_ ... '~.n .... :the 
.. " • . - .. - !'C - . .,;. • .• 

totaI- ~ amounts' of wages [j)r.' salactes ~ paid by enterp~ses: t _,~~,: w!311 
as taxes on' capital , ap'P~cla'tton, i '. , "j ! ~: .,. ~ , 

'3,' q:'>" ; ·theextStin,g taxes rto which 
apply are" in ' particular! ! 

; I 
ai, InSp.!n:, : 

the Convention shall 

:0 The ·"I·ncome·. Tax ' 'on Inrtividuals ·(el "Irnpuf!'sto 
- 'sObre i,~a ' Renta ~:'; de ; las Personas Fisio8S); . 

i ~ 

if) The" . ~orporation 
Sociertades) ; 

iii) The CapitR.l Tax 
Patrimonio) : 

Tax 

(el 

(131 Impuesto sabre 

Impuesto sobre e1 

(hereinafter referred to as "Spanish 
TaxI! ), 

b )' tn India ' : 

...; : i) The , income ~Hax includlna ,any surchar:ae 
thereqn: 

if) The surtax: anrt 

i11) The wealth-tax (hereinafter referred to as 
"Indian tax"), 
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4. This Convention shall. also apply to any identical or 
substantially similar taxes which are imposed after -the -date of 
signature of this Convention in · addition to, or in ·~ plAicA of, the 
existin~ taxes, The competent Jl authorities of . the. Contracting 
States shall notify to each ather ' any si~niflcant : chanReS :which 
have been- made in their respective' , ~axation laws. " " ,- . 

1. 
requires: 

Article 3 

GENERAL DEFINITIONS 

In this Convention., 'unless the context otherwise 

aJ the term "Spain" means the territory of Spain and 
includes. the 'territorial sea and' airspacf! ahove it', 
lt also includes·, ,any ' 'other maritime zone·--· in which 

-"', Spain has -sovereiRJt rights, other ri~hts and ,­
. ' jurisdiction,- , accordi~R to the Spanish law and in 

accordance " wi th inter.national law; 

hr ' the term ""India" :,imeans "the territory of India . and­
includes the territorial sea anrt airspace above it. 

I It also includes " ~any ;"other mfJritime zone in whicn 
: -India ha"s sovereign rights. other riRhts ano " 

Jurisdictions, accondfng to the Indian Law and i-n 
accordance" with international law; 

"c) the terms : "a Contr-:acting State" and "the " other 
ContraGting " Statel! "' " ~m.ean Spain or ' India 85 thp. 
context "~quires; 

" 
d) the term "tax" means "Indian tax ll or IISpanish 

tax lO
, "" 8f:: the context "reauires; 

e) the term "person!! inclurtes an individual. 8 
company, flny other body of persons or any Ilther 
entity which is treated as a taxnhle Hnit under 
the taxation laws in force in the respective 
Contracting State ; 

fi the term " "company" "means any body corporate or 
"any entity which is treated as a c(Jrnpany or body 
corporate Under the taxation laws in force in the 
respective:: Contracting State; 

g"P the terms" ' "enterpr1s~ of a ContractinR StateU and 
"enterprise of the other Contracting Staten JTlean, 
respectively, an enterprise carried on by a 
resident of a Contracting State and an enterprise .. -- - ~ -, 



h) the tArm "natiOMI" means: 

i) any individual possessing 
Contracting .state; 

the nationality of a , 

ii) any legal . person. partnership and a~sociat~on ", 
derivin~ its status as such from the law in 
force in a Contracting State: 

i} the term "international traffic l
! means any transport 

by a ship or aircraft operated by an enterprise of 
a ContractinR State except when the ship or 
aircraft is operated solely between places in the 
other Contractinp: State; 

j) the terM "competent authority" means 

. i) 

Ii) 

in.. . the case . of- Spain. the Minister of Economy " 
and: F1nanCB'ot his , authorizer! representative. 

in ~;he .case of- .India. ·the 'Central Government ,, 1n 
the; Ministry :: of Finance (Depar tment of Revenue) 
or ," Us: authorised : ·representative. . 

. , 
2. In . the appliea.tion of ,his Convention by a Contractim'l 
State, any · term not dp.fined !.t 'herein shall.- unless the "context, 
otherwise, , require~, have the-meiming which' it has under the law 
of that ,- Con.tracting State relating to the taxes whir.h 'Are '~he . 
subject of th~s Convention. 

Ar,tlcle 4 

RESIDENT 

1. "For the _ purposes of this Convention. the term 
"resident of a C(lntractin~ State" means any pi~rson who, . under 
the laws of that Stat~ . is liable to taxation therein by reason flf 
his domicile, residence, place of manaRement or any other 
criterion of similar nature. But this term does not include any 
pprson who is liable to tax in ' that State in respect only of 
income from ,sources in that State. or capital sitllaten therein. 

2. Where by reas,=m nf the provisifJns of paragranh 1 an 
indivirlllsi is a resident of both Contracting States, then his 
status shall be determined in 'accordance with -the follo~inR 
rules: 

a) He shall h~ deemed to be a resident of the 
Cantractil1g State in which he hilS a perr.tanent 
home available to him. If he has a permanent 
home available to him 1n both Cnntracting States. 
he sht'lll be deemed to be a resident of the 
ContracttnJ! State with whir.h hfc:. roar"''''''''' 1 -~ ... 
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interests) . 

b) . If 'the :' C(lntractlh~ ! Stata in whi ch -he has his 
centre of vi ~al ·intp.rests cannot be determined. -or 
if hA has not a permanent home available to him 
in either Contracting Stf'te, he s hall be deemed 
to he 1:1: resident of the Contracting State in Which 
he has an habitual RlJode. 

c) If he has an habitual aharie in both Contracting 
States or: in nAHher of them. he shall he deemed 
to be a re!iident of , the Contracting State of which 
he is a ·national. 

. " . : ~ ~ 
d) If : he";,151 a":natiortaU :of ~ both -Contractmg ;' States or 

. =of "neHher of ":' them'.! tna ' competent. I authorities ()f 
the '.Contractim:CStams .sht:!ll settle, the quesHon by , , " 
rriutUal: , agre~ment : ;-~ 

:, . ! , 
3. ' ,. . . , Wher~ ·,by '· r~asi:m ot>: ,th~ provisions Q,f )para_~~~,P~ ' l a 
p'eF~(ln: 6thPF than "an, l'.i~divi.duaL') is' ; a · rasi.dent 0(, :both~ Copt'tacting ' 
Stat.e_s,. ·:1hen . j.t shall > be "li f!eemed ;.' to he a ,residfmt · oC ~ the 

. " ., ' n __ .,", ' .. , .. .. 

Coti't'rattinir- .State in'" :wt;"l.ich . ·its· r!p~i::e of .. effecti,?e .: m~8~&e")f:mf is 
si tuated ; , . . . 

,- .j' ,! 

." ! i 
! : Atticl" : 5 , . , : .' 

PERMANENT ESTABLISHMENT 

, , .. ... 
'. , 

1. ' For the purposes' of . this Convention, ,the ~. term, 
~'permenen' · e~tablishr.lefit" means a fixed place I)f t)usiness ', th.ro~ .. u:~h 
which ~' th~ husin~5s of an enterprise is wholly or. part)y carried 
on. 

2. 
especially: 

The . term Upermanent 

a) a place of jTJAnagernent; 

b) a brandi;' 

c'} an ' nfficp.;: 

d) ' a factory; 

e) a workshop; 

establishment U includes 
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f) a mine, an oil or ,Q:as well, a qURrry or any other 
rlae? of extr?iction of natural resources: 

g) a warehouse in . relation to a 
storage . fa,cilities :, for: othfl[,S; 

person prov,idinJi! 

, 
. -h} a farm, plantation 

agricul ture, fore~try. 
or oth8r 

oI A.nta tian 
activities are carried on; 

i} a premisp-s 1.1sed as a sales outlet ; 

place 
or 

where 
relater! 

j) an installation or structure used for the 
exploration or expllJi tation of ns tural rP.sourCFlS. 
but only if sa used for B peri,od of more than 
threP. ml'Jnths; 

k) -E! huildin~ site or construction, installation. or 
,'assembly project :or supervisory 'ActivHies in. 
mnnettitm therewith.- where such site. project:- or­
activitips . (toRether; with other" "such sites, ' : 
' projects or activities, if flny) "cont-inue for - a . 
;period of morn~ - than six months in ,'. ~ny' twelve ' 
I. month , p'eriod. or: wherA. 'such orojp.ct or ' .t 
superviso~y flctivity. bein~ incid P.lntfll to' the sale ' : 
of mach-in~ry or· eauipment. continues for a period 
not Axceertln~r six months and the charges . payablp. 

. for . the ' project , or .supervisQry activity exceed 
10 per ' cpnt ' of the sale price I)f the machin~rv 
and AQuin!7lent. 

Provided that, fnr thp purpose of this· para~raph .... , 
·an". ·enterprisp.' s hall ' be deemp.d · to have. a . per.Manent 
Bs~abHshmenf In a Contracting 5tatp and to Garry flO · 

business through that permanent· establishment if it 
·nrovides services or fa cilities in connection with 
or supplies phmt and machinery on hire. used or to 
be used in, the prosoectinR for. or extraction, or 
production of mineral oils in the State if ··the 
acti vities continue for a oeriori of more thaD thirty 
rtays in any tweI ve month period. 

3. Notwith!=;tandlng the precp.dinR prov isions of this 
Article, thP.l term "permanent establishment" shall be deemed not 
to includA: 



a 1 the use of 
stor~Rp. or 
bp.lon~ing to 
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faeili ties solely for 
disolay of goods 

the enterprise; 

the 
or 

h) the maintenance of a :stock of 

pUrpf}se cf 
r!lp.rchandise 

mprchannisp. hAlonginR to- tna enterprise 
the ourpose of stora~e or disp!C:IY: 

800ds 
eolely 

or 
for 

c} the maintenance of a stock of ~f)ods or merchandise 
beionginJ;l to the enterprise solely for the purpose 
of processing by another enterprise; 

d J the Maintenance of a 
for the purJl()se 
(flerchandise. or of 
enterpris~ : 

fixed place of husiness soleiy 
of purchasing Roans and 

collecting information for the 

8) HlP. maintenance ;of a :; fixerl place of business snletly 
for the puroose '- .of .cadvertisinp.. for ' supply of 
'information, for:· 'scie~tific ' research or for. simi1er 

_, activities which ~ ha~e a ', preparatory or auxiliarY 
character. for the · enterprise . .. 

4. NpthwithstanrtiJ"lR the ." :p:·~ov.1sions of paraRranhs 1;'· :nld' 
2. where a person-other than an ' aRent :of an .inr:tepenrtp.nt status" to' 
whom "p'ara,Qraph 5 appllps - is '. Rctinq tn a Co.ntractin~~: '?tate:' :0" 
bflhalf. ,I){ An 'enterprise of the )ather ' Contracting State :"that"­

··enterpr:4>e shall bp. deemed to .. · haVf~ · a pp.rmammt · 'fl ·stabl1shri.p.nt .~ in 
thfl first-mentionP-<i State, if 

. a) he .has and habitually eXercises in · that State. an 
authority ' to :conclune comracts on ' 'hflh~lf of ·,the 

,p.ntflrprisp., unless his activities are limiter! to ' .the· 
purchase . 'of Roods ' or mArchandise for ' the 
enterprise; 

b} ,he has no ~uch authority,' but habituany maintains 
in the first-fTtentioned St?te a stock of Sloods or­
merchandise from which he rap-ularly delivers 
Roeds or mflrchandise (In behalf of the enterpri~e . 

. 5. An enterprisfl .of a Contractinl:!: State shall not bl=! 
deemed to , have a permanent estahlishment in thfl f)ther 

.. . Contractin(! State merely hecausf.l it carries on ·businp.ss in that 
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i other: State , throu~h a I)rokBr ... ,· R~neralcommission·· ARent ~ or :-any 
. i:other aRent. i of an : independp-nt . 'Status. : . provided ~ that ~· such·" ·pe.t'~ons 
r,are, acUng, in' the ordinary ' ,course,': of · their . businp-ss;,: .. .. However', 
:~ when ·,the Rctivities of: such ,. an- l~ :apent are 'd'p,Vfi)ted ~ ;whol1v ' or ~ 

almost wholly on behalf" of that erite'rprisp, itself nr - an behalf of 
that p.oterorise and other enterprises controll1np'. controUed ny. 
or sub.1ett to the same t::ommon control. as that - entp.rpris~. he 
will not be considered an· apent (If an indepennent status within 
the mean~ of this paragraph. 

6. 'The. fact that il company which is ' a resident af a 
:ContractinR State controls or is 'controlled by a 'company which - if~ 
a restrip.t'I.t of , the other ContractinR State. or ·whir.h' carries (In 

~ btlsinpss in that tJther Stete ~whether ' through ' ; S'· permanent 
establishment. or otherwise). shall not of ·itself .constitute either 
company a permanent establishment !;nf thp- . other~ '": :: : ' ·c.; , 

J: 
I i 

,Artic1~~ 6 
, I: 

INCOME "l'ROM " IMMO~ABLE PROPERTY 

:.h ·· ·,·: :.. . "Income deriv.ed by' · a · · ·;~stdp.nt of.., a ;! .Contr-actinR :'Statp.· 
. fro·m :~ iJ"TIfflovable' . property (includ'ing incom.e from: .... ·'allrieu1.ture : Or' · 
,forestry') .situated 1n the other CantractinR State; :~TfaY!i'he : tax~d if! 
that other State. 1: ' ~ l :: ' 

" 

~ 2. The term " ~lirrrrnOVablf! ; ' property" shall .have · the ' 
"";!meaninR· : which : it ·hAS. Ilhder. th~ ·. law of the Contr.-a:ritiIlR \'. State :' in 

' j which th·F. property tn' .'·OlleMiorl i&. s1 tuated. . T·h ·~ .~ term -'": shall ' in 
,: \,anY t case' include propprty · acces'sr>ry , to . imml")t·.a~le·· · 'property. 
:usufrur::t of immovable prooerty and -riRhts to vartable or fixed 
·p;:ayments~ as consider~tion for the": ';workin@ of. ···-er. ,:th'e-· ·rtp-ht to 
~ work. m·ineral deor>sits. SOllr~es 1- -and· othF3r natHral ' resources. 

Shi-ps. boats and aircraft shalI:.- not -be -reRardp.d · ~s . immovable 
oroperty. 

3. The orovisirms of paraj;!:raph 1 sttall also apply' to 
income dpr1ved from the' direct usp. letting or use in any other 
form of immovable property, 

4. ThA provisions of·· p~:raRraphs 1 and . 3 shall " ai!:;o 
apply ' tor :thp. incl")me from iMf'I'll')vable -property of: an enterprise 
and to: incf)lTle from immovable :'·property :.used for-- the .' per-formance 
of independent personal ·services. 
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Artir.le · 7 

BUSINF.SS PROFITS 

1. The profits of an " -entArprise of a CQntTCIctin~ Statp. 
shall be tClxabie only in that Statp. Unlp.5s thf:" ~nterprise carries 
on business in the other Contrar.t~ng State through . a pp.rrnanr:mt 
establishment situateo. therein. .Jf thEl ' enterprise 'carries on­
business as aforesaid, tt'!e profits of the enterprise may be taxed 
in the o.thpr State but only- sO'- lIDuch 'of them as ,is attributable to-­
(a) .that : -permanent establishment: t (1)) salp.s in that -.other ' 5tate-', 
of . Roods · or ", merchandise of the same or similar kind ." as - thflSA 
sold . throu~h "' that pp.rmanent estabHshrrJent: or ( c) . "other ~-bustness 
activities carried on in that bther, State of the -same :or similar 

;kinrl -as those effected thro",zh '. that ( permanent establishment. -

, .. 2. Subjp.ct to the provisions of para~raph 3, whp.re an 
enterprise of a Contractfnp State- carries :on busin~ss ' in the other 

: Contractinp: State throu-~h a " perr.'lammt establishment Situated 
therein ,. there shall in ' each Contracting State ' he" attributed to 
that permanent p.stablishrnent · the profits which it mi~ht ,he 
expected to make if it were a rlistinct. ant'! separate' .. enterprise 
en~aSlp.r1 in the same' or similar . activities under ~ the same -or 
similarJ;onditions . ;::tnd dealing wholly independently· with the 
enterprise of which it is a oermanent establishment; 

3. In the determination IJf the profits' of a permanent 
p.stablishment, thpre shall be aHowed as deductinns expense!'> 
wf'\tch are incurred f'1r the purposes of the permanent 
Astablishment, includinp executi VI'! and p:~meral admini~trative 

expenses, research find developmfmt expenses, interest and other 
similar expenSES Sf) incurred, whether in the State in which the 
permanent nstablishnent is situated or elsewhere, in <lccor-nanca 
with the provisions of find subject to the limit~tions of the 
taxation laws of that StatF.. However, no such deduction ~hall be 
allowed in respect ":)[ 3m":)C:1ts . if any, paid (otherwise than 
towards reimbursement :'of actual elxnenses) hy the permanent 
estahlishment to the head office of the enterprise or any of itfi 
other offices, by way, of rr:>yaHies . fees or -~7.other simH"r 
,payments in ' return fer i ,the ' use . of patents, know.,:how or other 

- 'Fights, or by way of commission or other - charges; for specific 
services perforfTlet1 or for manaRemef't, or, except in the case of 
a hankinp: enterprise, hy way of 1nterp.~t on moneys lent to the 
permanent establishment. I.ikf'!wise, no account shall be taken. In 



- 9 -

the determinllUon of the profits . of, a ORrmanent P.StabHshment, 'for 
amf.'tunts charge'd (otherwisrr than. . t~wards ' reimb1.~rsern.ent of actual 

" expense's), by 1 the permanent esta6:lishMent to th~_ -head offio:! IJf 
. the 'enterprise - tlr .:any! of its lothe r, officp.s, hy -\.V<W . of. ~ royalties; 

fees or othp,r -similar payments-~ in ~ , return for thp. lise- of patents, 
know-how or other rights, or hy way of commission or other 
char~lO!s for specific services performerl or for · mana~e('Jp.nt. or. 
except in ·the case of a banking enterprise, by way of interest 
on moneys lent to the he<lri office Ilf the p.nterprise or any of its 

, other offices. 
~ 

4. No profits: shall .be attributed to a permanent 
establishJTIent '· by reason of th-e ,mere purchase hy that permanent 
establishment of I!ood!=; or merchandise -for ~he enternrise. 

5. For the ,purnoses -;tJf the Dreooding .para$!raphs. .the-
' -'pfo"fits tn- ,be ' ::.ttrihut-ep to ' th~. i p'er.manent · estRbH.?~ent shall · ~~ 
-determined 'by·: the ' SAme meth,bd ,,~ear hy yeRr'; ' :!l.~ss: ·." theI:l'l,' is 
~ood and suCf1-clent reA~f)n -to ' the:,-cantrary. ,", ' ~ '," 

. '- ' 
6: · ,'Where. profits include iter.'ls of income which ' 'are ,d.ealt 
with' separat~ly in, other ,Arti,cles ;' oL this' COnVFJntian; :tp,en .:the 

' '"provisions -of ,- those ' -Ar.ticles ::: shall -· "not be . affected" by - ~ the 

provisions of this Arti-cle. .. , , 

.' 

, 
, 

, , 
.. Articlp 8 

AIR TRANSPORT 

1. . Pratits .. dF.!rived '. by ' "a" :enter.prise ,of a ContracttnR:, 
State from , the opp.:rat.ion of · aircraft in , internationa.l traffic shall 
be taxable only in that State. 

2. ' The proviSilJ~ns _ of paragraph 1 shaV also ap!)ly to 
profits frofT! the ' participati'on , in- a pool, a joint bl,lsiness or an 
international oper<'ltinJ! aRency. 

., 

3. The term noperation of aircraft" shall mean business 
of transportation by airi of passenflers, mail, liVBStock or goods 
carried on !):;' th~ ow!"!ers or lessP.es or charterers of aircraft , 
inciudinn the: s ale of tttkets for , such transportation on b~half of.. 
other entnrprisp.s, the incidental le?se of, aircraft and any IJthp._r 
activity directly connect.~d " with · such transportatior'l. 
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".iArticle ·: 9 

< SHIPPING 

Profits cteMvp.d 
State from the operation of 
taxa hIe "Only ' in thRt State. 

by an 
ships in 

enterprise of & Contracttnp. 
intp.rnational traffic shall be 

2. The provisinns of poraRt'aph 1 shf'll ' also apply to 
profits from the participation in a pool, a joint business Qr-' an 
international oper.ating agency en!?aged in the I)peration of ships. 

3. . .F9r the ' purp,oses of this Article, profits derived from 
" the (\peF~.tioq i -·of' . ·shipS; i',jnCludet pri)tits frOM the- : -USe. 'maintenance 
:' or ['flntal· . .. of _ ~.container~ :; 1( includin~ ; trailFlrs and ri~lated : equi-pment 
, for· the ; transporL :'of ' . ccmtainers) :ih. .... connection wifh the transport 

of goods or I:'!erchandH;,£l ! 1n -.international trflffic • . . ; 
, 

: Article! JO 
; 

ASS,QCIATED ENTERPRISES 

Where 

-:.; a.) an en~~t 'pr1s~ of a Contracting State participates 
directly ~ or indirectly' "in the management. ' 
contr.?h ~or . ·,.capital . of an enterprise!" of the other 
ContractinR .State, or . 

b) the same persons participate. directly or 
indirp-ctly in' the management, control I)r capital 
of an enterprise of a Contracting State an(1 tin 
enterprise of the other Contracting State. 

and in .either · case ct)nnitionR ' are made or imposed between the 
two enterprises in their cOr.lmercial I)r financial ' Mlati(ms which 
differ- from . those whicl1 would bF.! made hetweep ~!"!depfm(j~nt 

·enterprises. '. then any prOfits which would, "bu!" " for those 
' conditions, have accnlert t.o one of the enterortsF.!s but; by reason 
of,:./ those· conditions. have · not.~fso " accrued. may 'be included "in · the 
profits . t)f that enterprise and .':l taxed accordingly. 
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Article 11 

DIVIDENDS 

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

2 . Hovl'aver, such dividends may also be taxFld in the 
Contracting State of which the compAny paying the ctividends is a 
resident -and' according to the laws of that State. hut if the 
recipient is the beneficial owner of the di. vicfends the tax so 
charged shall nClt exceed 15 per ' cent of the gross',-amount of the 
divinends. 

This ' paragraph shalb not affect the t axation of the , 
" compRny in respect of the profits out of which t he; dividends' "are ' 

paid. 

3 . ' The tp.rm "divi rienc1s" as used in this Article means · 
income , from' shares or other .dRhts, not bp.dn~ deht-claims, 
pa rticipatin~ , in profits, as well as income from other corporate 
.ri~hts which' V; subjected to thp. same taxation treatment as 
income frl1m shares by thF:! laws of the State , :of , which the 
company makinR the, rtistrtblltion is a resident. 

4. 'Tnl=l ' orovisions of paragraphs 1 and 2 shall'"not apnly­
if the -heneftc1al owner _of the .dividends, being a .r:esident of: · a 
ContractinJ! St-.rte, carries- on business in the othe r ' Contracting C 

State IJf whicn thp. company paying the dividends is a resident, 
through a permanent establishmpnt situated theret-n, or performs 
in that oth~r StatF! independent personal services from a fixed 
base situated therein, and the hnldinR in resp~ct of which the 
dividends arp. oaid is effectively connecteti with such permanent 
establishment or fixed base. In StIch case the provisions of 
Article 7 or Article IS, as the case may be, shall apply. 

5. Wher e a cOJrlmm y which i.o; a resioent of a ContractinR 
State derive~ profi ts or income from the othp.[, '-..Qntracting Sta.te , 
th~t other State may not irn posf'i Any tax on the dividends paid 
by 'the company F!xcept insofar as such rtividends are paid to a 
rest·dent I)f that other 'State or insof~ r as the holdin~ in res PAct 
of' Which the. dividende:> are pairl - is effectively ',connected with a 
permanent establis hment or a fi xed base situated ,in that other 
State. nor subject the company' s undistributed :profits to a tax 
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on the · company's undistributed profits. even if the divirtends 
paid or the unriistributed profits consist wholly or . partly of 
prOfits or incoMe arising in such other- Sta.tA. 

Artiel,,' 12 

INTEREST 

1. Interest arJ.SlnR in a CantraettoR State ~nd p~id to a. 
resident of the other Contracting State may be taxed in that 
flther State. 

2. • . Howevpr. sur-h' interest may also be taxed in the 
Contr:actin~ State in whir;h it arises Clnd aeGarding to ~he laws of 

t t:hat ': ~ State, but if thp. recipient . is -the hp.nefic~al o~ner of the 
-inter~st · the tax so char,~ed shall ~ mot exceed _' 15 ,;Jler: ' L~ent : of the 

_~ross amount of ' the intp.I'eSt. ; i . 
I, 

, ' I 
> 3/ Notwithstanding the -previsions of parag:raph ~2: 

, I 
" 

alf·interest RrisinF! in: a Contra.cting State shall 
exemot from tax in that State provided it 
derived 'and henefic~pHy t)wnec:i by: r .. 

" 
'1} the , Governf'!'lent. :: a :-political.,. . sub-ciivlsirtn or a­

local authority of the 'other Contracting; "State; 
or 

ii) tho of the ' other ~ontr.ac.tjnr. . 
State; .. ~ . 

" ~ . 
b)". interest arisin.'! in ~ ContractinQ State ·.shall be 

"' exempt from tax .1n that Contra.c.t:ln~ Styte to tl1e.l, 
extent approven hy . the ,Government of .' that State 
if it -is derived and .bem~ficially owned hy any' 
person {-other than ' a person refer red to in !'>ulJ­
paraRraph (a» who is a rAsii1ent of the other 
Contractinp State provided that the . transaction 
givinf! rise to the debt-claim has been aporoved 
in this regard by the GovFlrnrnent of the first­
fTlrmt!oned Contracting State. 

4. The tl:!rm "interest" as user] in . this Article means, 
ineomp. from "'. de-bt-claims of everv' kind • . whether or not sel';Ured:' 

. by · mortgage a-rid . whether (lr not ' FarrYing,., a .. ctS!t~t to .participl'f.te
L

, 

in the debtor,' s profits. and . in . 'particulRr. income fr:or.1; 
government secuM ties ' and income from bonds or debentures ("' 
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;#..l§fp~in~ p~iPms and ;prize5 -!tttaching to such securitres : bonds 
~-qr :;.~~p_en;WI;es.H: Pen(l1t~ charg~sfor ·late 'payment: sh'all 'not · be 
:_~~~arded as interest fClt'lthe purpose :of this Articlf!. '. 

: \ 1 
~ t . ~ - -' j ,,- r:ne provi!'iions of paragraphs 1 and ' 2 shall not apply 
.if i· t~e ~ beneficial owner . I)f the, interest. being a resident of a 
,§,o~tractiilg; . S,ta-te. carries on .'business In the nther Contracting 
:Sta~e ~ln· " :;Wb-ich the ! :interes(t flrises, thrOll,Slh a permanp.nt 

. ; ~~~aQU~h.meDt. i ~ituated t~erein, ~ or . performs in that other State 
;'indp.pendf."t: ): (: :: personaL i servic~s from a fixed· base situated 
tp.~re~n; r<·'af¥! tpe debt-claim i~ respect of which the interest is 

"Raid,;, is e,t(f~Pt:iyely conn~cted w,tth such permanent p.stablishment 
:qr . \ (i)~ep: bas~,· In S~Fh cas~ ,the provisions of Article 7 or 
Article 15. a~ the case'mav be ; shall apolv, 

! I ' i . . . 
II . ~ . 

LQ . a \: 1:-;n·:~ clI).J,e.rest sh~~l be :aeemed .. to ; .. :arise .In a Contracting · 
i:§til ,t~:]:\YJtf"Q. :;t~~. payer 1~ t that st~te : itself',' ; a political : subdivisi~n, 
i~ l" .. I~t;:al,:!~uthf3.f'~ty or a'tesirlenA of .that IState. Where." hlJ'wever, 
~h~" ~I!~n ;-,pa:¥.ing the ! 1.I1teres~ whether "he is ' 8' resident of 'a 
t,Co,-,traG.tif;l8' I$~~,~e . or naif has lin Ii Contracting ·Sta·te U8 permanent 
... ~s~?blisb.Wf!ntrtlor a fi~ed ba~ ,. 1n connection wi,th' , which .. the 
~in$Pj:ed_ne.ss i~ jt;n) which lIthe interest 'is paid was,' ·inelirred, and 
.:~u~nJFint~r~!?t:'2~S . borne i~y· sucIl.! permanent· estahUshment or 'fixed 
, ba.~!'7,'!i": then ~!3.~ch inter::-est sh~.ll . ~ be' . deemed to " arise in thp. 
~G.fH\lJiacttnR ' ;$.tJ;l.Je in whl~ch the,~ permanent·' establishment or ·fixp.d 
base is situated. : ; <j .. 

:I '~ 
·7r.lr ;;i"":.1- ·,'! "\V:f'i!~re, by :i-easan 'Of. a: spedlll relationship between 
,;t~. ,:pay~r.:f'aIlq:athe ben~ficial o~ner .or between bo·tb·" of -..them and ., 
; s.m1le::t- ()theI:' ·:: pe~on, the i! amountJ.af the interest.. having ·· re~ard.· to 
·. t ,h~ ,...del:Jt-cl9:im .. for which it .is! paid'". exceeds the" 'amount which 
", . . , '.. , " " . " ~ 

·tw~lcj llQve ~ , :- Qeen agreed upon ' I~ by the ' p~.yer and the benp.fici.tll 
-own~.:.- in .th~ :~ a.bsence of; ; such r:~lationshlp, the provisions of thi~ 
~rt.i ~le shall apply onl y to th~ last-menU.oned amount . In such 
ca-se,,:-· the. ,excess part: ; of ,. the payments shall remain taxable 
,acco,rdinR to . ~he laws o( each Gontractin~" State, due regard being 
had to the other provis ions of 'this Convention. , 

, , 
,. 

: j Article 13 
, l ,~ 

ROYALTIES AND FEES fOR TECHNICAL SERVICES 
; ! ' 
Ii i 

h~ 1n -:-1:1" RpY:81ties : '·antt fees ~fr technical "·services '·arlsin~ in '8 
c.-afjtrf{Ct;{pg· , :S~ate and p~1d'· ,to· a; residen,t of the other~' Contractiml 
State may be taxed in t~at othfft State . . 



2. However, such royalties and fees for technical 
services may also be taxed in the Contracting State in which 

.. . ~hey arise and according ta · the law of that Stat~ .·' hut if the 
r.ec~pient is the beneficial .owner , of the. royalties · ,or , fees for 
t.echnical services the . tax so cn~qied ·shall not exceed: 

(i) in the, case of royalties relatin~ .to .the payments 
for the use of. or the right to use. industrial, 
commercial or· scientific eauipment, 10 per r;ent of 
the gross am~unt · of the roysl ties; 

(Ii J in the case of fees for technical services and 
othp.r rqyalties, ; 20 per cent of the gross amount 
of fees : for tech!lical services or royalties. 

3. The term "royalties" as used in this Article ITIeans 
payments of any kind rer.eived :as a consideration for the use of. 
or the, .right to use .. any -: c.,pyriJitht of literary, . artistic or 
scif.mtific. work.. including cinem'~to~raphic films ·01' "films· or tapes 
used .. .. for t:'~d.ia or television ;'!broadcasting, ' any . patent. trttrte 
mar:~, desi~n; Ol~ mode!. •. plan, ·.:$ecret ,formula· or ·'p"i"ocess. or for 
th~: .. u~e . oJ, or the <right .t to·>"use, industrlal, ·commercial ·.or 

: f.Fient~fic . equipment, . . o~ for t ~' informatinn concern~ng.· ! ' industrial. 
, com<mercial or scientific ·, Rxper.i.ertce. ' . ' . " .' ., ., 
. '.:' " " , ~ , : 

' j . , 

~ .. ~. ' ~; . The · term lIfee.s for!' · technical ., service.s,1I ,:as used in 
,thi.~ ; Article .means . pay m·ents · of: 'any kind to any .person other than 

.pay~ents . to an employee of the person m::lkin~ .. ,,;,the ' payments and 
.to · any , indJvid·ual for .independE'nt personal sRrvices ·· mentioned in 

:.j!..rt{cle 15· (.Independent .· PersQn~~ :~ . Serv.i.ces l, in consideration' .fClr 
. :.t}1e ~. ~ervices : ,of a technical ··or,'; co·r!sultancYi· natur~··~ ' ' includinR the 
.;pr9yisi(ln of. services of- technical 9f ·. other personnei-.-,,:,, ' 

'P,_ ' . . ' ,. . ... h '" :"' ~J.' .. 

5 . The provisions of · para~raphs 1 anrt 2· ,shall not anply 
if.:.; thp. beneficial owner of · the. royalties or f'3es . f9r technical 
services, being a resident of a . Contracting State." carries on 
business in th~ other Contractirrg ' State in which 'the royalties or 
r.ees· .for · technical services. arise, throu$!h ,: a permanent 
establishmflnt situated tryerein, · · or· performs in that other State 
inrlependent personal services from a fixed basp. situated therein. 
and the ri~ht. property or contract in r e spect of which the 
royalties or fees for technical services are pain is effectively 
::oMp.cted with . such permAnp.nt establishment or fixed base. In 
;uch case, the provisi"ons:,af . Article· 7 or Article IS. ' as the casp. 
nay bR, shall apply. 

6. :.:~, ·i ·' RoyalUes . and .··.fees:. ·;foo- :· technical service's shall ,be 
d~lJmed to arise in a . ·Contrac;ting· .State when the , ,paYer· is that 
Stat~ itself t a political. : subdIvision, a local authority or '8 
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resident of that State. , Where •. h-dwp.ver, the; per~on paying the 
-royalties or fees for "tf!chnir.al ser.v.ice~ whether ·tie "is i!I" resident 
,of a , Contracting $tat~ or . ~ not, , has .-in :. a Contracting State a 
,permanent establishment , or "fixed '· .'base in ' 'connecfidri ' with which ' 
the liahility to pay th'" royalties ar fees for technical services 
wa.s incurred, and such royalties . . or fees for technical services' 
are borne by such permanent- establishment or f1xp.d base. then 
such roYAlties or fees for technical services shall be deemed to 
arise in the State in which the pflrmanp.nt establishJTlent or fixed 
base is situated. 

7. Where. by ' reason -: :of a"' speciRI rp,lationship t"letwP.en 
the payer and th'" heriefir.:ial " t')wner or between both of them and 
some other person, ·the amoUnt H~f . the royalties or fees for 
technical services paid, exceedS .. the amount which would have 

· .. ,heen paid in the absen.ce :of slilch::"relati"onship, ' , the provisions of 
.·thi~ , -f!.rtic.le shall. apply only' ~to 'the last-rnenUr:)flBd·. ·amotint. -In 
, such. · case., ~. :the' excess . ~ ~ ':part 'at t·~th~· ~;paymp.nts . slialF'rer;i~in 4a'"tahle' _ 
· · accardin~ . t9 the laws· · ;t)f : ~a'ch \ ' .Contracting .. State',· :, -"due . :te~arn 
bp.~~ had tQ the other,,·'prr)ViSi(InS· 'Qf:' thiS . Convp.ntion.' 

Article 14 
, : , 

CAPITAL '. GAINS 

1. Gains derive.ct" 'hy. I .a :~ , :r~sident of il -Contractin,Q -state 
'. from, the alienation ' of ifTlf.'lQvable·' :property • . referred to 'in .' arUcie 

6, and Situated in th.e ;other"Contractimr.'State .'may · ' h~ ' t3xea '; .in 
that other Strate. i- .. 

-2. Gains from the aiier'lati'1n -of movalTle 'property forming 
part of the business ' pt'"operty of a perm~nent establishmfmt 
which an enterprise .. of a ContractinM State :f"!as in the other 
Contractin!l State nr of movable' property pertainin~ to ~ fixed 
base available to a restrlent of a Contractin~! State in the 
{"Ither ·Contractin@, Stato;:! for the purpoSA I)f performin,! 
indepp,ndent personal services. includin~ such l2ains from the 
alienation of. such a . permanent establishment {alone or to~ether 
with the whole :::ntQrprjsel. or of ~ such fixed base. may be 
taxed in that other Stilte. 

.3. 
nperated 
pert;,ining 

Gains from .f the '. alienation of , shios or aircraft 
in international . traffic or of , ,mov-able propp.rty 

to the op~rat1on 'of such ships ' 'or :aircraft shall 
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be . taxble only in ,the Contracting Statp. of- .which the aU"mator 
is a resident. 

4. 
stock of s" 
tndirectly. 
Contract!n$! 

Gains from '". the _sliena,tion of shares ' of the cApital 
company the " prooerty ' of which consists, directly or 
princioally of immovablE", property situated in a 

State may be taxed in that State. 

5. Gains from the alienation of share!;; of the capital 
stock of a comoany fort"linR part of a participation of at le~s t '10 
per cent in a company which is a ' resident of .8 'Contracttnq State 
ml3Y he taxed in that Contracting State. 

o 

6. Gains from the al1enati{m of. any property other than 
that m~!ltioned in parag:r;-aphs 1.2,3,4 and 5 shall be taxatale only 
in the Contracting State 'of which ' the alienator is ' a resident. . . . , 

. At'.licl~.'l5 

INDEPENDENT :PBRSPNAL SERVICFS . 
1. . .- Incnme derived by a ' iresident of a Contracting StAte 
from -the performancp. of ;' prrifessional serv"ices nr other 
independent . activities of a simi~ar 'character shall be t(lx'(Jble 
only in that State except in ~ thff : fol1owim~ circumstances when 

. such income ml:'y also ·" be taxed in ' the other Contracting State: 

a) if he has- a fixed .: basp. regularly a\.'ailable tn " him­
in the. ' other Contractin~ State for the puroosP. of 
-performioR his i act~\'-ittes; in that case, only so;­
much of. the . income as is attributable tn that fixed 
hase may 'he taxed in .that other State; or 

b) if his s tay in the other Cnntracting State is for a 
period or pAriads amounting tn or excp.p.dinR in the 
a~Rregate 183 days in the relf:want lItaxAble vear n ; 

in that case, only 51) much nf t he income (IS is 
rierived from his activitip.s performer! in that 
other State may be taxed in that other State. 

2. The term "professional r;Arvices" includes independent 
SCientific. literary . artistic. educational or teachinJ( activities, 
as well as . the indep~nrjent . -activities of physicians, surgeons, 
lawyers, enRineers,-. architects; ;~dent15t5 ,and accountants. 
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Article 16 

DEPENDENT ,PERSONAL SERVIn,S 
~ , 

1. -Suhject tf) ' the provisions ' o f Articles 17, l8, 
r9, 20, 21 and 22, salaries, ' waRes and other si~{lar 
remuneration derived by a resident of a Con'tractin.'! 
State in rf'! spe'ct of an employment shall be taxa111e only 
in that State ,unless the employment is exp.rcised in the 
other Contractin~ State. If the employment is so 
exercisert, : such remuneration flS is deri ved the'r'efrom 
may he taxed in that other State. 

2. Nptwi-thstanding the provisions of parag'raph 
1, remunera,tion derived 'b~ a -' resident ('If a contractin~ 

, S ta t e in :r;esoec t ';, 0 f .>a n _'-' :'P.mpl,oymen t .exerci sp-d in the 
ot·her ContnRcting State :;sn811 " be ,taxable only in' the 
firs-t-mentioned SHrle' if: ; .: 

" a) the r'eC"ipient, =1s ' oresent in ' the other 
State for ':;a ~perioc1 or periods ' not 

'. exceerlinp " ih ~ :th e--: 'a~RreRat"p. 1.83 d;.ys in the" 
relevant .nt.axa·ble . year". Clnd 

b) ' the · remuneration :.: is· paid by, or ' on ·' behalf'. 
'of ~." , ; am, e mpl-oy;er . who" .i s not a . .re-sident of ' 
the ot!::l:ar' s.ta"te; a:nd 

c) . the remuneration is not 
permanent es tabl ishment o r 
wh"ich " the employer ha s in 
S tate ." 

horne by a 
a fixed base 

thp. other 

3. Notwithstanding the precedinR provisions 
of this Art.icle, remuneration derived in resoect 
of ;{T: prnr-) oymer. t exercis'e d aboard , 3 ship r:::" 

a ircraft operat~d in · intern~tI0nal traffic . by an 
enterpri,se . af ' 8 Contracting , State may he taxed 
in thn t : Strite. 
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Article 17 , 
:' DIRECTORS' FEES 

Dlr.ectors' fef's and similar payments nerived -­
resident of a Contractin~ State in h i s capacity 
member of the '- board of directors of a compAny 
is a resident of the other Contract'ing Stat8 

by a 
~s a 
which 
may be taxed in that other State. 

Article ' 18 

ARTISTES ,AND 

I 
ATHLETES 
, 

, q 
L . -NI1 twf"ths t nnd-loR; thEY:" provfs-1ons 0 f.' Ar ti cl es · "1:5 

. 'anc! ·16, -income derived 'by" t a " r~ :sld ent of'a COn',trar.t 'ln ,~ · 
State ·as ; an ;'f.mte;rtainer.! ",slich as thp:a t.r .e, Iilotiion 
p·icture, r.adie or t'el-evi:stdn {artiste, or a "-mu's"!·ci:an, or 

. as '- an -athlete, "from -' h"is ~ 'personaL- actlviH:es .), as _Isuch 
exercised in the o.th 'er Go';nt'racttnR State. ma.y ·~Oe ,taxeci, 
in that other State, i , " " , 

2. --Whet's in'c ome' Itn ; respect of "persortl:ll 
acHV'it.ip.s' · exercised, by :an ientertainer' or "an , '.athlete ' ~.in 
his capa"ctty . as such accr'11~s_; n-ot to the e-nt:ert'ai'n:er ·:(I r . 
athletA hi['Jself but , · to ano ~her< perso_n, . tha-t":' i·ncoQ'!,e" may, 
notwtthstanding the " 'provi-silons' of ·· .Artic,Tes ,7 , : 15 "and 
16, ' "be ', taxed in the' .Cont-"ractinB Statp. "in 'which : t':he 
acti v ities . of the , t· 'entp.rtain~r or ath-lp.te . are 
exercised. 

3. r'. Notwi-thstanding the proviSions of para;graphs 
l _-and ' 2, incofl'lc ' cterived by an entArtainer or 'an athlete 
who is a resident of a Co:ntractin,ll Statp. from his 
personAl activities as such exercised in the othAr 
Contract ing State, shall bE:! taxable only in the fir st ­
mentioned Contractin~ State, if the activitif}s in the 
nther Contra c tin g Stat~ are. supporter} wholly or 
substantially frofT! " the oublic funds of th e" , firs,t­
fT!enttoned Co ntr~r;ting Stat-e ,' tnr-Iudin,;: any -, of its 
pol i t:i .cal subdivisions or ' lo-r.a authori ties', ' .(;1 
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Article 19 

PENSIONS 

Subject to " the prov isions of paragraoh 2 of 
Article 20, pensions and- other -similaI' remuneration 
paid to a r e sident of a Contractin~ State in 
consideration of past' 8fT1ploYJTlp.nt shflll be ta xa blp. only 
in that State. 

1. 

2 _ 

Article 20 

REMUNERATION AND PENSIONS IN RESPECT OF 
. GOVERNMFNT. SERVICE 

, . • 'J 

~ a.1 Remune'-rfi i lon • . other than a pe nsion. paid ,,', ' , 
, , ' by a ,Gontractin;g' St~te or a political 

suhdiv.i ~ i -f)n ,· ·or B:, local ttutli~rity therAor 
to 2n .l , nriividual~'- in- res per.t of s~rvttes 

rF! n:de red , to that, State 'or subdivision 'or 
authority shall ',be 't~xable :only in that " 
State. · 

,bJ Howe VA i"'-. such ' " remuneration 'shall !be 
tax::lble i: only '" iri : ., the other; Contract inn 
State "it : the services are rp.Tidered in that 
other ·,. State . anct;-~'the indi v idual is · a 

n "es'idAnf :of that ,State who: " 

iJ i s a national of that S- tatF~: or 

iiI did - not b~ c ome a msident of that Stat. 
solely for the purpose of rende ri ·ng th~ 

services . 

a) Any pen s ion oaid by. () r out of funds 
createci by . a Contracting Stat~ or a 
PQliti~al s ubdiv i sion · or a lncal authority 
thp.reo c" : to an individual i n respect of 
servic,es' ! rendered to ··,th;jt State or 

.' .,' I, 

suhdiv i~*,on or authority shall be taxable 
onlv in' that State. 

~ ( ; 
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3. The proviSions .of Artic,les 16, 17 and 19 
shall apply, to re.muneration . and pensions ,fn ' respect ' of 
servi ces rendered In connee;t ion wi th a busin'a'ss :carri ed ' 
on by a Contracting · ·State ~or. ~ a :·po.litical 5u-bd'iviSian .or 
a local authori.ty tb:ereof. ' ,: 

Art i ,cIe 21 

STUDENTS 

Paymen t 5 whi ch a 5 tudAn t .or bus 1 ness 
apprentice who is .or was lmmedlatelybefore visitinR a 
Cl)ntrac -tin~ State a resident of the a t her Contr<Jcting 
Sta,te and who is present in the . first-mentioned State 

. g.ol.ely for the - purpose :oJ ' ·' h.is educat i on' at · training 
recetvef;> for the· pti~pose oL)' his mai.nten2-nce, ~ -edlfcalion 

" .or tr-ai-nin-RI ;shall n~t be t~a:xed in that State; ' provided 
-- , that such, payments I. aris,f! ; ' f-rom sources "I.,Qu·t!=iiide , that 

State. : .. : 

Arti:cle 22 , 

PAn'FNTS RECEIVED BY P-RbFESSORS. TE.~CHERS AND 
RESEARCH ,. SCHOLARS 

1. . A : prl'Jff'!sspr I'll' ~ .iop-,acher who ·is or was · a; 
restdent (cff,. ,ane of ;the , .ConJr.(I ·c' t"1n~ Stat'es ' 117'1blediatp.ly.,." 

'before vi.s(i·in~ tJie . other ; ... Gon"t·J":fI ·cting Sta,tF.:'! "for ,the : 
'purpese a .f ta<=l.ching or ' enp'a~"in~ in resear"ch, or ' bath'; , 
at an pfficially reco~nl sed'university, c~11e~e. school 
o. other." institution' in that other' Conlracti"ti~ St 'ats> 
shall be, .exempt from tax in that other StAte on any , 
remuneration for su~h teachin ~ O~ re s e~rch for ' a period 
not exceeding two years frOM' ·the datA of hi s arrival in 
that other State. 

2. This Article sha11 not apply to incam~ from 
resp-arch if such rAsp-arch is undertaken nat in thl" 
gRneraI interes t hut primar i}y for , ,the. private" benefit 
of a specific person ' or oersons. 

Article : 23" 

OTHER INCOME 

1. Subject to the prnvisions of nllrali!raph 2, 
items of income of a resident of a ContractinR ~t~tll) 
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taxablp. only in that Contracting State . 

2. The provisions of paragraph 1 shall not .apply 
_, tQ . income. other than inC.oml? t:+,.,m .immovab.Ie i property as 
· def.ined ·{n para g raoh 2 of ,Art-i .cIe 6, if -the .recip-ifmt · . . . . , ' 

of such . Jncome, being a r .esideht of a Contr 'a·cllng S-tafA 
'carries ,on ' business in the '"other Contracting" State 
through a permanent estab·lishmf!nt situated " ther'ein, or 
performs in that other State inoependent personal 
services from a fixp.d 'base situated therein. and the 
ri,Rht or property in respect . of which the income is 
paid is effectivF.lly connected with stlch permanent 
establishment, or fixed basl3. In such a caSA the 
provisit)ns of ArticlA 7 .or Article 15, as the case may 
be. ShAll apply. 

3. Notwithst8ndin~ the 'provisions of para~raphs· 
1 . a~rl .. 2 .. . iter.1s of incom~ t')r, a ·· tresi·dent · of· a C:ontra·c.t"ing 
State ' not.· ·d.ealt with .in ! t~he ' .fHrfH?oin~ · Article's - Df ' ·th·ls 

• • I " . . 

c.onvention, . ~nd· arising in ~ ; thei o·,t.her. ·Con·t'r:t·c·t·i.ng ·· Slate 
· may be 'taxed in tha.t "Other.·iSt~' :te. , . . 

· ; , : · , 
. Arttcle·l ~4 

CAPilTA~ · , · , , 
" , 

'"1.~ ,Capital representerf ' by "lmMoYahle , _property 
referJied ·tq in Arti-cle 6, · O~VfTle(i"" by a r'·~s · ii:te·it't · o-f a 

:Contractin~ State and s 'itua::ted ;' in the 'other 'Contrncfing 
· Statp. ~ r'lay be taxed· in_ that : ,()t~er · State. ,1'-, , 

'; 

2,. ,- ~:" CapitRl represented 'by , "IDtl v able · -' D'roperty 
forminR , part of , the business property of a permanent 
est2b l. i.s hlTlent which an " enteqlrise ' of a ~;·-Con·tra· r.,r.;'n.Q 
Siate h~~ in the other Contra~tinR StatA or hy · mova~le 
property pertaininR to a 'f. .ixed hase ava ilal)le to a 
resident of a Contracting "State '1n ' the other 
Ctlntractin~ State fo r the ' Durpo'se of performin g 
i.ndependent oersoni'll serv ices,. may be taxert in that 
other State. 

3. Ca pital represen t ed ' , by. ships or aircra"ft. 
t'lpp.rated in intnrnational 'traffic Or " by movahle 
propert~ pertainin9 to the · oD~ration of such ships; or 
flircra-f .t:';;,ip l;la .. ll be taxable 'on:ly~ ;'in the Confractinp,' Sli&te 
of whi chi.t.the enterprise t)pe.ra ,~ i:nR ·: such s hips, airc,rlaft 
or proper.,ty is a resinent. ' . - y 

I-
Hock "f 
11 ree t1 y 

. Cppital represAnted by shares 'of the capital 
a cnmp8.ny the proper ty () f whi ch cons i s t s. 
or incilrectly. principally ()f immovable 
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5. Caoita1 reprpsentp.d by shares of the capital 
stock of a company which is a -Tesldent of. a Contracting 
State repr.eSp.ntlnR a partir-ipation of at ... ·lea5t 10 per 
cent ,in . t.he capital ' stock: of that ,company' ,may be taxed 
in that Gontra!ftingSt,Clte. . i 

6. All other alAmants of capital of a resident 
of a Contractin$! St.tJte shall be taxah l p. only in th8t 
Contracting State. 

Arti"cle 25 

ELIMINATION OF DOUBLE TAXATION 

1. The laws in Car.·ce .in either of the 
·GrmtractinR States will. co.n:tlnue :to gOVF)rn ,th!p. taxRtion 
a -f income and capital in ~ . thp. r .esp"ecti-ve Cl)ntra'ctin~ , 
States excf:>:pt where '" express prov:t.sions- ~ to--· the ' :con'tT"ary 

. sore made in this ConvRn-tio.n. 

2-, " In India, double ;: taxation \YJll - be avoided in 
the following manner: 

a).. Whp.re a ' res ideo t · 0 f '! ,J-n'd ,! a:Lderi ves income 
or owns capi tal whir-h, -In ' 'a'cco:rdancA :wi th 
the prciV!sio_ns : of this .. ConvenLion, may be 
taxed in Spain, rod-ia shall ' :allow: 

i)- 88 8 dedu'ct.hln from ' thp- tax (In , t-hp. 
income ~f t.hat ~eside~t, ' a~ a~ount 
eou8,1 to the income-:tax ' pai.d in Spain, 
whe-ther' direct,ly t)r by de du C: tion; ' and 

ii) as a, · ·dertuction from t h e tax on the 
capi~'al of th"at resi dent, an amount 
equal to the 'capital tax paid in Soain. 

Such deduction in either case shall not, 
howev e r, exceed tha~ part of the income-tax~ or capital 
tax, as computeci bef.o re the. dedu c tion is g i v f"'!n, which 
is attributable, as ;-the case --may he, to the income or 
the capital which may he taxed: In Spain. 

q , , 
b} \'JllfHP. ' ~ '. · resid'ent ;_; of I-nd'ia de·ritves income· 

or owm:;: i 'cabi fal ,-- which in accor.dance wi th 
the provlsionA .' of this Convention, sh::;dl 
be t-axahle only in Spain, Indi l! may 
inchlde ' this Income o r capital in the tax 
hasa hut shall allow as a cieduction from 
thf! inc ome-tax or r.~ni t;d t::a 
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91 the income-tax or capital tax which is 
attribu-1:ablp., AS .the CAse may. be, to the 
income derived '. from or the capital owned 
In Soai.T1. 

3. ' "In ~ Sp·ain -• . :subjoct fa the proyisi ons of lis : ' 
internal law. -double taxation " will h~ avoided in the 
following rna-nner: 

a) Where a re s ident of Spatn derives income 
or owns capi tAl which, in accorciance wi th 
the provisions of thi s ConvAntion, may h~ 

. taxed in India " . Spain s hall allow: 

1) as a neduction from the tax 
. income of : : tDf)t resident, an 
. p.qua~ tl') ' the1 J:ncome tax ' paid, in 

on the 
amount 

India; 

ill RS. a d '~duc:t :ib~n fro1'l the tax ' on the 
'capital ' of t lt:hat 'resident. an Amount 
equal to t'he' -tapital tax paid ·in India. 

", b) In .the, cese ' Uf "-' 8 dividend paid " by a , 
c:"moany'.;wh.f.ch Is::a resident of Ind ia to a 
comp~nY"whic:h ~'ts:) a'restdentaf Spain 'and 
which a'alds at . Least 25 'op.r:Cf.lnt of ·t he · 
capt Ud :. of ·t .he 'comoa'ny . paying "the : 
dividend.. the ··d~du ·ction . she] 1 ·take ) into . 
R.ccnunt . tin addii..t .ion I f to · thp. . dp.c1uct ian 
provictp.d und'er 'I sub-paraRraoh a)) the 
i 'ncamp. tax ,paid. in IndiA,. by the cOJ"Tlf)any in 
r~'Spect,.(1f the p,rofits nut of which such 
dividenct is patd l provided that such tax is 
Urken into ·account in calculating the base 
of the Spanish tax. 

Su c h deduction in either casp. shall not. 
h owever, exc~ p.d that part of the income tax "r capi tal 
tax, as c(}mpuh~d 'bef'hre the ': rjeducti 'on is g i ven. which · 
i s attributahle. as . the c~se ' ma y bp., ·to the income or 
the .capt tal whi chI. may- ·be taxed ' in lnd. i~. 

I' ; 
c) :wtv~re, 'ih>accord'an'ce wi,th, any provision of ;; 

th e Convention 'income d~rived or capital' 
owned by a resident of Spain is expmpt 
from tax: in Spa in, Spain ma y nevertheless, 
in calculatinR t.he amount of tax on the 
---~~-: -- " . 
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income or capi.tal • 

. 4., , :". '1 ,For " the pl~rposes " 'of 'rieduction r-efer,red to' 'in 
pa,r.ag rapn ~;_3 ; t hp. term 11·1 n CQII'Ifl-.t ax p::! i l1i n': Tn(j.fra·!t·! 'shil 11 
be .d ~p.med . t,o include . any amount which would have been 
payable. as Indian ·ta.x unrier the laws o f India " and in 
accordance with this ·Convention for any ye~r bu.t for 
',In ~xeMptLon frl')m, or rfl:dllction of. tax' Rrant e d for 
that year under : 

(I) Sp.ctions 10(4), 10(15)(iv), lOA, 10E, 
32A, 32AB, 80HH ; 80HHC and 801 of the 
Income-tax Act, 1961 (43 of 19 61) .0 far 
as they were in-r force on t , and have no t 
been modi"fied s'ince, the date of the 
!=iignature . of ~ ' thiis Conv~nti"on. f'lr have 

· been .-mddified ~~ ohhy in min or re spe'cts so '''> 
" 8s - not ·, to· aff"ect: !' thRir Rfmp.:ral -: c"hara"cte-r; "-
. or !i , , , 

CH) . anyot!1:er ;provision whi 'ch may be enact!'!d 
'hereaf'tp.r '· '8 'r;an:t:i.nR a deducti')n in 
computing ,the , itaxable income or an 
exemp,ti-on " or' re"duction from- -tax which the 
competent · 'authorl;ties of the Contracti-ng 
States a'Rree '" ·tC? : be of a 'substantially 
similar character if it has not be!'!n 
mOdiffAd ·thp.'reaf;ter or has been morlifipr] 
only ih minor '~espects so as not to 

.. affect li,t5 IIp.r)"eral cha racter. 

5 . " Tho' provisibns 'Of" Tl"ta~r"ph 4 shall apply '"fo ,r 
the first 10 years' for . . which this Convantion is 
eff e ctive but the CQWT;ret'ent authorit:i'es of ' ! the 
CI1nt :r 'BctinR"Sta'tes may consult each ather to det;ermine' 
whFlther thi s pp.riod shall be · p.xtendp.M . : r 

Article 26 

NON DISCRIMINATION 

1. Thp, natinnals Ilf a :;Contractinp State shall 
...... h ..... h , ~ ... ,. .... .-I ( ...... " ... . ..... " ........ . (""' __ .. _ .. ..... :_ ... - r .. _ · ... .... ...... __ -_ . 



r v.''''1I11t:a.:~~_u "i l' L"HUUlC'em,ents to· which other similar 
=eotg,l"'pr.:i-se& ~: of that ;first-rnp.nHonecl State B're ' or - m~y be 
subjectert. " 

•• , 
4 ... ", .:.~ ~'. ,Except where thp. provisions of- Articlp. 10, 

-:pa:li~ .qr.a9h -: 1]1' of ,o..rti:t:l1e 12 • . or para,!!raph_ 7' of Article 
ri~: ~f)'.'J,apprly,~ t r.i ,nte-restli! roya.l ,tte~ and other. rUsOtr·rsp-ments 
p1iid rt)by~ .~an) elltp.rp:r~se ;.of a ·"- Ccrnt-ract ·tn~ ';-:S.taTe- to. a" 

c n,e'sid~'I)~' '0 !'c. the ' 0 th~r Con traqi lng ' S ta t e ' S'h .. t1:t' for ' ' the 
' PU~PQ!S·.e ~oJ : .... determinlnR the taxable prcrf!,trs'p" of such 
·'; en,t!eI:'ptj;tse;! ~.; he deduQtible _under the same ico.n1'H:ttons as . . ' 

"' if ~t1 ~heY~ l~had been : paid to a i rosident of : tti-e . ' flrst­
o;-me"J:)jhitl):neq, -, S t-8 te . Sri,iJ\.i la-r 1 y. a;ny ' :rteh t s a f ,: . "an:.' en"tp.rrri se . 

I " 
o~JU'Il)'" ,Cont:ractln.'l State ,sha:!l, for ,the purpose of 

"!d~· t~t:'Jl)tning , the taxa;t:)le caDi t~ 1 'of ' such en'te·tprit"sP.. be 
deduc:t·H;:tl~ :.· under the: ~ame'I" co :ndl t ions as" ··t'f they had 

~'p,e:elitfY :G9ntr-acted to a resident of the fi'r:s·t~meniionBd 
,'Stat.e· :i " 

' j ., 

, i 
,I Artic1.;: 27 

MUTUAL,AGREEMFNT PROCEDURE 

1." . ·\Vhere a resident ' of a' Contracting State 
·con:siders· that thp. actions . of one or both of the 
Con-tractin~ States result or , will result for him in 
:t'axation not in accordance with this Convention, he 
:may, notwithstanding the remedies provided by , the 
national laws of th.ose States, prt:'sent his casP.' to the 

. competen:t ,authority ."of the Contracting S·tate of which 
:.:~he· is "a.· rest-dent. or, : if his case COMes under ', parag.raph 

l : .. of Ar-.ticle 26. to · . that of the ContractinR State of 
which' ·· he. tis a national. The case must "' be pre'senten 

. ·~ .w-Lth-in :· :t::hr ,ee yea.rs from the:' .f;irst natift,cati'o'n o':t t the 
r:;,a:t ;t;iorr ' ct:.e.sul.tinj:! in eaxation ~'npt- in .accordance ·wi'ttr .. t11.e · 

provls.io·ns of .the .Conventio'"n • . : :; 

2 ... ,, · The compe t en t 'au thari ty sha 11 endeavour . if 
the I1bjection apoears to it to bp. justified and if it 
is. not itself able to arrive at an appropriate 

.. soLution, to resolve the case hy mutual ClFlrep.ment with 
the competent authority of the other Contracting State, 
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wlth ~ view to the avoirlan 'ca of taxation not · in 
accord:ance vii th the Conven.tion.. Any , a~j·e.emerit- :' r~~ched' 
s'~all be ~il'lplp.mented :. no.ho,it,hstandinR any tim'e :' li:.mi~s in 
the 'national' laws of :the ' Contrac,ting . Sta -,tes." - ', . 

3. The competent authori ties of the Ct)ntracting 
States sh.al! endeavour to "resolve by mutual Agreement -­
any difficulti-e s Qr doub'ts arlsin~ as to the 
interpretation or applicati;on ' of the Convention. They 
may also consult together " for the elimination of 
doilhle . ta-xa,tion in J cases no:t provirled for iIi thp. 
Convention ~ The competent au~horities sh.all also, by 
mutu~l a~reeMcnt. develop app~opriate actions, methods 
and techniQues to improve - the exchanRe o f infor~ation 
.carried out under Article 28 of" this Convlmfion. . 

, , . , 
4 .. .. . .... .'!:1"!e compete:nt· a\lttho'r~ ties of tt1~· .. . ,CQ,ry.tra.cti!tll. 

: ... State!:! . fI]ay ~ :.c;or.1muni. ·cate with~ e~~h other :di t~;cJl.Y .Jnf. · ttif:! ·~. 
:p~rpps~ " of: }~.eaching 'an·.;·· apr-ee~ent · in' · t.he -:: ¢.~ nse ; 0,( tn.p., ~, 
~:t~:ce·t1i~.R : para ~.raphs.· v.'hen ~ i t~ .. · se~ms · advh .. qtjle· .' fn· ·ord~r: ., 
~o .. t~flch .. , a~Teement / . to hav~: an oral .:~,xJ:h:~·n·Re q '~ . 
biHnlnns. 'such exchan,!!e '''ma~( take o].a(;e.·.~ .... ihr:otiph ' 8 ' 

~~l?rill:l1f~:!3"ion .: consis t 'tng . '0 f .:.irepre·sen .t·a t (:v.e'~~·,: · ~ ( ' th~ .. 
c; Orrrp~.tflnt 8uthl}rities. ·of · the. .. CJ~ ntrac. tin'l Sfa11fs':' , . 

f . 

Ar.tlci,e·· ;Z8 
. 

EXCHANGE: OF : Hi,~ORMATION 

1. :, ' "'" , Thp. compete.nt autho~!ities. of tlW:. :Co,ntra·cting 
StatE's shall exchan~p. - Su·ch ., fnformatlop , [inclurling 
copip.s of documents when relevant) as is n ~ces'!ii ary for 

' "' ci~, rrYi:nR out the provis ions of' the Convention o ( 'of the 
domestic laws of the CO"rltra r;t i.-n~ St~tes coricernin~ . 
taxe s cov e red by the Convention, in so far 9"5i the 
taXation thereunder is not con·trary to thf! Convention, 
in pfI'rticular for the nreventinn of fraud or tax 
evasion and of tax ~voidance. The exchflnge of 
inr"ormation is not restricted ' by Arti c le 1. . Any 
informatinn received : by a Contra c tinFt State sh·alI be 
trp.at~·d a s secrf:lt in the . same ' j'manner as inf.O"rm ,~'-tinn 
obtained under the domestic laws of that - "State. 
How~vtr,..r, if th'e information ,. i ,s o·riRinrllly .re .~ a ·r'p~d as 
secreft in the transmt;ttin g-: St-ate, ' 'it aha.II "be di:s:tl.''-sed 
orily . } ;o !per'slJns or author i td:es .( includin$!'- tOU'FJs 'and 
adfTIinl;strative bodies) tnvolved · .in the as~essJTIent or 

. f: ' 
colIec'tion of. the enfarcement or prosecution in 
respect of. or the determination of appeals in relation 
to the. taxes which are the subject of the CO"Ventifln. 



2; ... , In no 
, L be conslt,r-u~d 
the obligation: 
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case , shall the provisions: ' of par~praph 
so as to · tm,po:sA . on ~ Contrac·tin~(~S:tate ' 

~ l . l . 1 . . 
, . , .. 

a~ to.: carry ·out . tadininistrative measur.es" at 
variance with' the laws or administrative 

. prar.tice of t.hat or of the other 
Contractin~ State; 

.. ~) to supply informati-on .which is not 
obtainable under thp. laws or in the normal 
course ,of the ' administratio n ' Qf that or t)f 
the oth~r Contr:af=ting State; 

., e). to ', supply informa:tion .which 'wQuld discfos'e ' 
any ' ~rade. ;i ,business. ' industrial; -­
cammerc~fal .or-:-pr:Qfesstortal Elecret or : trade ­

- process:! or ' fnfob-nation the ' disclosure r)f ' 
which- wduld, be ;--contrary ' to puhlic policy. ". : 

.! . ;; 

!f 
,! )! , , . 
: .·Atticl" · 29 

DIPLOMATlt. AND .CONSULAR . OFFICERS 
, , 

~athin~ ~ - in ', thifi , 'convention ' shal,l afject ,_the ' 
: fiscal .. priNi"leges : C?J f1iplom~tic agents· ~ or " cnn s u"Jar'" 

, .. tJfficer~ under the J4eneral~ ' r ·ules :of' internat-ionaI ': la-w 
·': or under thp provis,ia'ns of 'spe'cial " a-~r -eel1~A-nts ''' ' , 

/- Article , 30 

ENTRY INTO FORCE 

1. This Conventi(In ' shall be ratified anrl the 
,. instrUr!lE?lnts of ratifi.cation sh,all be Bxchanped at as 
soon as possible. 

(2. . -This C(lnvp.l1t.ion· ·shall enter 1n~t"O force upon 
a ~· h~ excha'nl'le of th~~ _itJlstrumen :t:s of raUft c!at--ion and its ' 

, ~' provision's shall hav~ ~ effer.:t: ""; t' . ; 
i 

8) in Spain: 

in res lJect of taxes char~eable on ·income or rm 
capital for any taxahlp. year tle~inning on or 



- 28 -

b) in lnoi.: 
, 

l (.i) in respect : of ·;~ incomp. arisin~ in any 
. taxable yaar"o neg-innin,e on or after the 

':, '- I.1rst .day : of .:, .April of the calendar year 
np.xt . f611owin~' that in which the 
Convention en·t.e.rs into force. 

(tt) in respect of capital which is held on 
the last day of any t axabll3 year 
be~innin.e on , or after the first rlRY of 
April of the ca)enrlar year next followinR 
that dn which the Conventio n enter!; into 
force. 

"rt1i:10:1 31 

TERMl NAiJON 
. , 
I! 

1. "The ,(i;on.vent,ion ' :- .shall remai n , in force 
inrtef.ini tely, hut 'ei thp.r of : ,t thp. Contr8ctin~" St'B '·tes 
may. on (fr "'befnre ""t 'he thirt ,te:th day 1')( , June .in ,any:, 

--cal-endAr year be ~ inninR aN;.h .the' expi.r.2tion .. of a 
period' of"" five 'yeavs from !· jthp. 'date ,of l.t.s · Flntry : into 

'- force. 'give to the. other' Contractin~ State throu~h 
. "d i pI orna t i c '~ channe Is: . wr i t ot en"')l'lO t:1 CP. 0 f t e r m;i"na '.t·,i o'n ,. ,I·n·i 

.. such '·e,vent. the Conv,entil)n ,shaill ·. cAase to ' have e·fiec .t: , 

(a) ' -in ' Spain, ,. in r:eidpect -' of . t(lxes · char~eable 
for ' any tax~bIe year bA~inninR on or 
after ·the fit'S!' day I of January of thp. 
calendar . year next folJowinR that in 

·. which the , notice of tArmination is given; 

(b) in India, in respect of income arising in 
any taxable year beginnin ~ rm or (lfter 
the Lirs t day a f Ap r Il a f the ca 1 enda!" 
year 'next fol -ll)wing that in which the 
notic'e~'of termination is given and in 

Tre,s.pe·d~ of capt ,tal · which i s held on .thp. 
': last .diliy . of any . tax~ble ye a r bE'ginn"1nR on 
or ·af'!:p. r the f.irst ' day ('If April next 
follow,ing thp. . ca''lendar yp,:Ar 1n which the 
noticE' of termin~tion 15 ~iven. 
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_ ,, -i . IN IVI,TNESS WHEREOF the un(lers! Rned, bei<lR 
¢.t,I~y \" au,!J'):oris'ed t,'here,to. ' ; ha.ve slsmed ·:·'t-he .'-p-rese:ht. 
.Conven tton. 

d?one in d'up11cClte at New Delhi this -B-th: day 
of .FebruarYi one tho.usand nine hund-red and- ninefy three 
in - the Hi'ndi, Spanish onct - English lanRua-ges, >' 011 , - Ihe 

." te~ts"~ ~·H~ftn~ .~ e,Quap.~ j authentii~' In . . c~' se ."of ;': div·ffl")leh:(:·e~ . 
. !, ' be. tween r811Y! · . .; 0 fi t 'he . ·t~ex t s . ' '\ t;h~; En81i sh . tax t !, slf5l" 1.1 " bft n -he!" 

operative (one. , 

· .F. fl>f ~ the Governmen~:t o :~ t,he 
RenubJ1ic 'of India , I 

~."..., ~~ 
(MA~MOHAN SINGH)l..l 

Mlniste'r f)f Finance 

F'Qr the " Geve-rnrrfent ,." of 
the Kingdom of - Spa.in-: 

H~ 
(JAVIER SOLANA MADARIAGA) 
Minister of Foroign Aff~irs 
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PROTOCOL 

~At thp mOment of si~ning -the Conventi-on 
:.:,p_~Jween i the<;-Governmerh () f the ijepublic ~of, lri'd'£a ":snd ::the;. 
t&ave'rnment':'of the Kingdom of Spain for the'-Avoidancre 
I)f Double Taxation and the· Prevention ·of Fiscal Evasion 
with reSpBct to taxes on Income and on Capital, the 
unders i gned.: have agreed upon' the fa llowtng ,prnvi s ions' 
which shall be an integral part o,r the Convention • 

. L". 'l In respect of clause (0) of paragraph 1 of 
Article 3"'(Gf'neral Definitions) it is understood that 

"Ithe. term' lit-axil shall not inclurl.e any amount :which" 1.s 
payable in resaeet of any default or omission in 
-relation~to , the taxes to which this Convlmtio:n_applies 
.or',which-:repres'ents a penalJy imposed reli3ttng!.~to -tho~e' 
taxes_. '\ !.',; ' 

:~.f·:--rJ· ,! ,'tn "respect ,of _clause (:g) of par,agraph 2 of 
Acttcle "S-,((lPermanent Establishment) it i-s':-;underS:itoo(J 
'"that'~ thi's 'clause refers to a, war"'lhouse where spac'e .i:s 
rented to other persons. 

3'-. In respect' of clauses (b) and (c) of 
p'aragraph "1 . of Arti~cl'e 7 .. ('Business Pro-i,tts')- i-t is 
understood 'that in'thf.! case" of any doubt as~·tlJ".wh"'lther 
the !loods' or merchandise sold are of thEi:si'mi:lar··kino 
as . those ,.so'ld throuRlh the permanent est-abl ishm.eDt .lor 
~whether;··the nther buiH'ness activities car:r-ied on are'of 
the·' 'similar kind 8S those effected through the 
pflrmanent establishm~,~t, the coropeteI'lt author.ities may 
consult each other wikh a view' to resnlving. the cas~ by 
mutual a~reement. 

4. In respect of paraRraph 3 of Article 7 
(Business -Profits) it is understClod that in. case of any 
substantial changes in the provisions of the taxation 
laws of- a Contracting State relAting to limitrltion on 
the dP.tl,uct'ibili ty ofr thf.! expenses which '-are incurred 
flJr the "purposes of the business I)f a: permanent 

\'.estab'llshment, the. :1r::competent authori-tlies-· (o.f; " the 
·~C'mTitra-ctirrg States shall consult "each ':oth,er on, ·..the 
wnecp.ssity· -'of modifYttng thp. provision,s~ ;QfT this 
;paragraoh.· r ; 

5. In respect of Article 8 (Pir Transport) and 
Article 9 (Shipping), it is understood tnat interest on 

,funds connected with the operi'lt:ion of air-eraft or, ships 
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derived from the operation of such aircraft or · ships. 
as;'; -the ' cas.e may- be. :and · the provisions - of.Arti.c'.l'e 12 

' .{--Inte:res.t1. : sha.ll " not a~:)'p1y . in rela t :(Oft . : :ttf '<SllC-h 
int~rest. ·-t~ ~ : . . (. 

fi, . ParaRraph 2 of Article II (Dividenrls), shall 
nnt, he. appLicable, in the 'C·ASe. of Spa-in, to: the ' income 
at.tributah1.e'. whether distributed or' not'. ,. to .t-he 
shareholders of the 9orporations and entiti.s referred 

, to '''in Article 12.2 of Law '44/197R of B Sentember 1978, 
and Article- 19 of Law 61 / 197 8 nf 27 Dp'C I~mber 1978 .. as 
Ion!! -2S ' the. said income is nQ.t subject to ' the- Spanish 
C-o:rpor-atlon . Tax. Such income .may be · taxe"if ' in'~ Spain ­
accordin~ to its internal Law." 

. i! 
7-.':.: " ",~ T:h'e compet¢nt· a1J~h'ofi'ties shall .ini"tiate the 

: a;P'(:lr-,Qp'ri~a· t e .: 'pro eedu res to: 1' ·. r¢v·tew the ' 'P r'Ott·t :s ions c· .0 f.. 
·Arti;cl-e : 13:'! (Royalties: and "fee s ' for' technicn· l'r: r:se·r'r.i ·"C~s"l 
a{t~r . " a ,~ p·er~('Ir1 of flveyears. f;.~om the .date or. ~· it's· f.en-fr.y­
i:nt-o t: fo:rcp.;," -HOW8Vp.r, if , under any . Con venti:on C' . or. ­

-AR'Jl'e:'ement ~ . between India and: ' 3j third ·St-a·te ' \Vh't<:h is :1-a ',,­
. Me:mber .~of. H .1 ·he DECO, which :enters . intn·· force ',after ' 

1..1..1:990, ~ India limits lts l 1 taxation at . :so·ur·ce -. on · 
ro-yaltip.s .~ or fees f.or technical services .nta . a ' ra-te 
lower ~or; 8 i;seope more restricted than the' ' rate' or .S'co'Pe 

:pr:t>virled ; . for "in this Conven-tipn 'Oll the ,l$ai 'd: r-i"tems ' :of. 
; inlComl'ls •. the · same rate or "!s ·cnpe · as prov.i-d.ert· ' . . for!:!n 
<t'hat C-o.nve·n;;t 1on or AJl·reement. on the !;a:·id .; lt ·e·ms~· .of 
-,in-come- . sh',rll , also apply under this Conv-en·tli"t)n.,< wi'th · 

" - · ~ffec-_ t fctJrn " the date on wh'ich the p-re~ ~mt'" " Convent"1 -on . 

comes ;fn1o ',forcp; or the relevant Indian ,-Conv"enti an or 
A~ reement, - whichev~r enters into force . later. 

B. ' In respect of paraRraph 2 of Article 26 (Non­
discrtmination), it is undorstf'Jorl that the prOVision of 
this para gr a ph shall not be construp.d as' prev ent'ing a 
Contractin~ 'S tate from char g in~ the profits of a' 
permanent establishment which pn enterprise of the 

"'Other ' Contracting State has in the fir s t-mentioned 
'- S_tatp. Rt a ratp. of tax which is hig1rer ,. than that 

-imposed on the ' profits of a silTlilar ent e:'rlH',i-se of the 
,firs·.t-menti oned State, nor ,as 'betnR in c,ohf.1tct·' .wi-th · 
the prov.isions · of parsRraph ~ of" arti.c l e '; '7 {Bus'i.ness 
(Profits) of this Conventio,n. It" is" also':' ;' u'nderstood 
,that "in no 'Cflse \the taxation of ' a permanent 
estahlishment which an enterprise of ~ Ct)ntractinJl 
State has in the other Contracting State shall be less 
favourably levied than the taxation l evied on ~ 
no ... ",~"ont D~tQhl;<:hmpnt nf :::an Qntprn i n 
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9. NotwithstnnrtlnR lh':} provlRlons of pnl·n~I ·,pph 11 
rOC Articl~' 26 (Non-discrimination) it is UIICIf'rstllnd 
thAt In .the csse of Indig, p(lyments hy WAy of tntC'JI'ost ' . 
royaltie:s and fees fr)r technical ' services mau e by RI1 , . 
enternrise of India to A rp.sldent. of Spain. !';hall nrJt 
he a"llowed AS a den~Jctlon for the purpnsn of 
determlnfn~ th~ tax8hl~ prafl' ts ' of such Rn,terpl' isn 
unless tax has been pAid or df}ducted at sour c e frolll 
such rayments under Indi a n law'>'and In AccordFln r. p. wi til 
the provl~tans of this Convention . ' 

10. For the pl1rposes of this Con v ention 1t f ~ 
under s tood that the term "taxabl e 'ynRr n in th r. f: a r. n Ill" 
India sholl mflBn the "previous yonr U AS dcfllwtl in Ih(~ 

Income-te-x Act, 1961. 

, 
1 

IN WITNESS WIIEHEOF the i untl e rsi1!IIIHI. IH ~ ltll'. 

duly auth.orlsed thereto, have ,sipned the prp. ~e nt 
Protocol . ' 

Done In duplicate at New Deihl thi s fith day 
of Ff:!hruRry, one thousanct nin~ hundrAd e nli ninp.ty thn,!(~ 
in the Hindi, Spanish and English lRnRU8Rf:! S , n il 1"11 0 
taxts being. eouAlly authentic. In case of rJiver'I!(!I1r: e 
between any of ttle texts, the Engli s h text shEdl I) e thn 
opera t iva one. 

·For thp.' Government of the 
Repuhllc of India 

~-=~~ (MANMOHAN . S INGH 
MiniEltnr : of fi'lnoncA 

Notification No.: '\ 'lS"3 
F.NO.503/2/86-FTD 

For the Governme nt o f th~ 

KinRdo.m of Spain , 


