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MINISTRY OF FINANCE
(Departmoent of Revenue)
New Delhi, the 25th September, 1936
NOTIFICATION

INCOME-TAX
NO. 6936

G.5.R. 1108(E) —Whereas the annexed Agreement
between the Government of India ajnd the Govern-
ment of Canada for e avoidance of ‘double taxation
and the prevention of fiscal evasion with respect to
taxes on Income hag been ratified and the Instruments
of Ratification exchanged at New Delhi on 16-9-1986
as requir=d by Article 29 of the said Agreement ;

Now, therefore, in exercige of the powers conler-
red by secticn 90 of the lucome-tax Act, 1961 (43

of 1961) and section 24A of the Companies (Profits)

Surtex Act, 1964 (7 of 1964), the Central Govern-
ment hereby directs that all the provisions of the
said agreement shall be given effect to in the Union
of India.
[F. No. 14525|70-FTD]
V. U. ERADI, Jt. Secy.

AGREEMENT BETWEEN THE GOVERNMENT

OF INDIA AND THE GOVERNMENT OF

CANADA FOR THE AVOIDANCE OF DOUBLE

TAXATION AND THE PREVENTION OF FIS-

CAL EVASION WITH RESPECT TO TAXES ON
‘ INCOME.

The Government c¢f India and the Government of

Canada, Desiting to conclude an Agreement for the

avoldance of double taxaiton snd the prevention of

fiscal evasion with respect to taxes on fncome, Have
agreed as foilows :

CHAPTER 1

SCOPE OF THE AGREEMENT
" Article 1
Personnel Scope

This agrecment shall apply to persons who are re-
sidents of one or both of the Contracting Stales,

Article 2
TAXES COVFRFD

1, This Agreement shall apply to taxes on income
imposed by each Contracling State, irrespective of
the manner in which they are levied.

2. There shall be regarded as taxes on income afl
faxes imposed on total inccme, or on elements of
income, inclading taxes on gains from the ali=nation
of movable or immovable property.

3. The existing taxes to which the Agreement shall
apply are : :
(27 in *he case of Canade : the income faxes
imposed under thc Income Tax Act of
Canada (hereinafer referred to as “Cann-
dian tax™):
(b) in the case of India :

{i) the income-tax including any
thercoan Imposed under the
Act. 1961 (43 of 1961) ,

surcharge
Income-tax
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(i) -the surtax imposed under tne Companies
(Profits) Surtax Act, 1964 (7 of 1964) ;
(hercinafter referred to as “Indian tax”).

4. The Agreement shall apply also to any identi-
8! or substantially similar taxes on income which are
imposed by cither Contracting State after the date of
signature of this Agreement in addition to, or in
place of, the cxisting taxes. -

5. Ar the end of each year, the Contracting Staies
shall notify each other of any signficint changes
which have been made in their respective taxation-laws
which are ihie subject of this Agreement and furnish
copies of relevant enactments and regulations.

CHAPTER 1
DEFINITIONS
Article 3
GENERAL DEFINITIONS

1. In this Agreement, unless the context otherwise
tequires —

(a) the term “Canada” used in a geographi-
cal sense, means the territory of Canada,
inciuding any area beyond ihe territorial

. scas of Canada which, under the laws of
Canada, is ap area within which Canuda
may exereise rights with respect to the sea-
bed and sub.soil and their naturnl resour-
ces ;

(i) the term “India” meams the territory of
Irdia and includes the territorial sea and
airspace above it as well as any other mari-
time zone referred to in the  Territorial
Wters, Conticental Shelf, Exclusive Eco-
noimic Zone and other Martime Zones Act,
1976, (Act No. 80 of 1976), in which India
has certain rights and to the extent that
these rights can Be excicised therein as if
such maritime zonc is a part of the terri-
tory of India;

(b) the terms “a Contracting State” and “the
other Contracting State” mean, as the con-
text requires, Canada or ludie ;

(c) the term “person” shall have the meaning
assigned to ir in the taxation laws in force
in the respective Contracting State, in ths
cage of Canada, it includes a partnership ;

(d) the term “company” means and hodv cor-
porate or any other entity which Is treated
as a company for tax purpnses; in French,
the term “societe” also means a “corpora-
tion” within the meaning of Canadian law;

(e) the term “enterprise of a Contracting State”
and “enterprisc of the other Contracting
State” mean respectively an enterprise car-
ried on by a resident of a Centracting State
and an enterprise carried on by a resident
of the other Contracting State;

(Y the term “competent authoiity” means :

(i) in the cose of Coanade, the Minister of
.Matiopal Revenue or his authorlsed re-
[resentative;
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(ii) in the case of India, the Central Govern-
wment in the Ministry of Finance (Deparnt-
ment of .Revenue) ; ‘

(g) the term “tax” means Canadian tax or
Indian tax, ay the context rejuires ;

(b) the term “national” means :—-

(i3 any individual possessing the natiorality
of a Contracting Staic ;

(ii) any legal person, partnership and associa-
tion deriving its stalus as such from the
law in force in a Couliacting Slate ;

(i) the term “intcernational trallic” means any
voyage of a ship or aircraft operated by a
resident of a Contracting Stale except where
the principal purpose o the voyage is  to
transport passengers or goods between pla-
ces in the other Contracling Stase.

2. As regaids the application of the Agreement by
a Contracting State any tcrm not defined in this Agree-
ment shall, unless the context otherwise reqgnirgs,
have the meaning which 1t has under the laws of that
Contracting State relating to the taxes which are the
subject of the Agreement.

Article 4
FISCAL DOMICILE

1. For the purposes of this Agrcement, the term
“resident of a Contracting State” means any person
who is a resident of that State in accordance with the
taxation laws of that Siate.

2. Where by reason of the provisions of paragraph
1 an individual is a resident of both Contracting Sta-
tes, then his residential status shall be determined in
accordance with the following rules :

(a) he shall be decmed to be a resident of the
Contracting State 1 which he nas a peima-
nent home available to  him. If ke has a

ermanent home available to him in both
‘ontracting States, he shall e deemed to
be a resident of the Contracting State with
which his personal and cconomic relations
are closer (hereinafter referred to as  hig
“Centre of vital interests™) ;

(b) if the Contracting State in which he has his
centre of vital interests cannot be dcter-
mined, or if he has not g permanent home
available to him in either Contracting State,
he shall be deemed to be a resident of ihe
Contracting State in which he has ar habi-
tual abode ;

(c) if he has an habtival abode in both Con-
tracting States or in neither of them, h-
shall be deemed to Dbe a resident of the
Contracting State of which he is a national ;

(d) if he is a national of both Centrasting Sta-
tey or of neither of them, the competent
nuthorities of the Contracting States shall
setile the question by mutual agreement.
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3. Where by reason of the provisions of paragraph
1 a person other than an individual is a resident of
both Coniracting States, the compeient authorities
of the Contracting States shall by mutual agreement
endeavour to settle the question.

Arlicle 5
PERMANENT ESTABLISHMENT

1. For the purposes of this Agreement, the term
“permanent establishment” means a fixed place of
business in which the business of the enterprise Is
wholly or partly carried on.

2. The term “‘permancnt establishment” shall in-
clude especially :

(a) a place of management ,
(b) a branch;

(¢) an office ,

(@) a factory;

(¢) a workshop ;.

(f) a warchouse ;

(g a miae, quarry or other place of extraction
of natura] resources ;

() a building site or consiruction or assembly
project or supervisory activities in connec-
tion therewith, where such site, projzct or
supervisory activity continues for a period
of more thap three months ;

(i) premises wscd as a sales outlet or for re-
ceiving or soliciting orders.

3. The term “permanent estabilshuncnt” shall be
deemed not to include —

(2) the use of facilities sclely for the purpose
of storage or display of goods or merchan-
dise belonging io the enterprise; :

(b) the maintenance of stock of gocds of mer-
chandise b-longing to the cnlcrprisc' salely
for the purpose of storage or display ;

{c) the maintenance of a stock of g ods or mer-
chandise belonging to the enterprisc solely
for the purposec of processing by arother
enterprise ;

(d} the maintenance of a fixed place of business
solely for the purpose of purchasing goods
or merchandise, or for collecting informa-
tion, for the enterprise ;

(¢) the maintenance of a fixed place of business
solely for the purpose of advertising, for
the supply of information, for scientific re-
search, or for similar activities which have
a preparatory or auxillary character, for the
ent .
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4. A person acting in a Contracting State for or
on behalf of en enterprise of the other Comtracting
State—othar than an agent of an independent status
to whem paragraph § epplies—shall be deemed to oe
aypermanent  establishment of that entesprise in the
first-mentioned State if :—

(») he has and habitually cxercise in that State,
an authotity to ccnciude contracis for or
on tehalf of the entoipiise, unless his acti-
vities are fimited to the purchase of goods
or merchandise for the enterprise ; or

(b) he habitually maintains in the first-mcn-
tioned State a stock of goods or merchan-
disc belonging to the eaterpiise from which
he regularly dclivers goods or merchandiss
for or on behalf of the cnterprise.

5. An enterprise of a Contracting Statc shall not
be decem=d to have a permanent establisument in the
other Contracting State merely because it carrics on
business in that State through a broker, general com-
mission agent or any other agent of an independznt
status, or mcrely because it maintains in that other
State a stock of goods with an agent of an indepen-
dent stawus from whiclh deliverics are made by that
agent, where such persons are acting in the orcinarcy
course of their business, However, when the activi-
ties of such an agent are devoted wholly or almost
wholly on behalf of that enterprise. he would nor be
considered an agent of an independent status within
the meaning of this paragraph.

v

6. Notwithstanding the provisions cf thig Article
or Article 15, a person who is a resident of a Con-
tracting State and carries op activitics in conmection
with the exploration or exploilation of tlie sea-bed
and sub-soil and their natural resourcss sitvated in
the other Contracting State shall be deemed to be
carrying on in respect of those activities, n  business
in that otlicr State through a permarnent ecstablish-
ment or fixed basg situatcd thercn,

For the purposes of this paragraph, activities car-
ried on by an enterptise associated with another ¢n-
terprise shall be regarded as carried on by the enter-
prise _With which it is associated if the actiivtizs in
question arc substantially the samc as those cacried
on by the last-mentioned enterprise.

7. The provisions of paragraph 6 shall not apply
where the activities described therein are carried on
for a period not exceeding 30 days in the aggregate
in any 12-month perlod.

8. The fact that a company which is a resident
of a Contracting State contrals or is controlled by a
eympany which is a resident of the other-Conracting
State, or which carires on business in that other Siate
(whether through a permanent establishment or ocher-
wise), shall not of itself constitute either company a
permanent evtablishment of the other,
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TAXATION OF INCOME
Article 6
INCOME FROM IMMOVABLE PROPERTY

1. Income from immovable property including in-
come from agriculture or forestry may b taxed in the
Contracticg Slate in which such property is situated.

2. For the purpose of this Agreement, the term
“immaov.ble property” shall be defined in accordance
with the law and usage of the Contraciing State in
which the properly in question is situated, The. lern
shall m any case include properly accessory to i
muvable property, livesteck and cquipment used in
agriculture and forestry, rights to whizii flie previ-
sions of general law respecting landed property apply,
usufruct of immovable property and rights 1o vari-
able or fixed payments as consideration for the wor-
king of, or the right to work, mincral deposits, sour-
ces and other natural resources; ships and aiccraft
shall not be regarded as immovable property.

3, The provisions of paragraph | shall apply to in-
come derived from the dircct use, ieting, or use in
any other form of immovable property.

4. The provisions of paragraphs 1 and 3 shall also
apply to the income from immovable rroperty of an
cinerprisc and to income from immovable property
wsed for the performance of professional services,

Article 7
BUSINESS PROFEITS

1. The peofits of ap entetprise of a Contracting
State shall be taxable only in that State unless the
enterprise éarries on business in the other Conlract-
ing State through o' permanent establishment situated
therein. If the enterprise carrics on or has carried on
tusiness as aforesaid, the profits of the enterprise may
be taxed in the other Contiacting State but only s
much of them as is attributable to:—

(a) that permanent establishment, and

(b} rales of goods and merchandise of the same
or simliar kind as those sold, er from other
business activities of the same or similar
kind as thosc effected, through that perma-
nent establishment,

2. Subject to the provisions of paragraph 4, where
an enterprise of a Contractine State carries on busi-
ness in the other Contracting State through o parma-
nent establishment situated therein, there shall in each
Contracting State be attributed to that permancnt
establishmen ke profits which it might be expected
to make if it were a distinct and scparate enterprise
engaged in the same or similar activities wnder the
rame of similar conditions and dealing wholly inde-
pendently with the enterprise of which it is a perma-~
nent establishment, In any cngs, where the correct
amount of profity attributable tv a perinanent estab-
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lishment is incapable of determination or the ascer-

1ainment (hereof presents exceptional ditticulties, the
profits attributable 1o the permanent establishment
may be estiriated on’ a rcasonable basis provided that
the result shall be in accordance wih the principles
laid down in this Article,

3. Subjact to the provisions of paragraph 4, inso-
far as it has been customary in a Consracling State
to determine the profits 1o be attributed to a perria-
rent eslablishment on the basis of an apportionmcnt
of the total profits of the enierprice {o s various
parls, nothing in paragraph 2 shall preclude that
Contracting State from determining the peofits to Le
taxed by such an apporticnment as may be custo-
mary;, the mehtod of apporijonment adopted shall,
lhowever, be such that the resul: shall be in accor-
dance with the principles laid down in this Article.

4. In the determination of the profils of a perma-
nent establishment, there shall be aliowed  those
deductible expenses which are incurred for the pur-
poses of the business of the permanent establishment
including exccutive ard general adminis rative expen-
ses, whether incurred in the State in which ihe perma-
net establisluvent is situated or elsewhere as are in
accordance with the provisions of an. subject to the
limitations of the taxation laws of that State.

5. Mo profits shall be attributed to a perinanent
establishment by reason of the mere purchase by that
permanent establishment of goods or merchandise for
the enterprise.

6. For the purposes of the preceding paragraphs,
the profits to be attributed to ke permanznt esia-
lishment sbzi] be determined by the same rcthad
year by year unless there is good ard sufficient reason
1o the contrary, .

7. Where profits include iters of income which
are dealt with separately in other Ariicles of this
Agreement, then, the provisions of those Articles
shall not be affected by the provisions of this Acticle,

ARTICLE 8
AIR TRANSPORT

1. Profits Jderived from the operation of alcrafi
in internatinnal traflic by an enterprise of a Conrract-
1Sny State shall be taxsble only in that Contracting

tate,

2, Paragraph 1 shall likewise applv in ripaect of
paritcipation in a pool.  a jeint business or in an
mternational operating agency.

3, For the purposes of parzgraph 1, inlercst on
funds connected with the operation of aireraft  in
international traffic shall be regarded zs profits from
the operation of such aircraft, and the provisions of
Article 12 shall not apply in relation to such inte-
1est.

ARTICLE 9
SHIPPING

1. Profits derfved from the operation of ships in
International traffic by an enterprise of o Contracting
State shall be taxable only in that State.

2. To the extent that they are not covered by
Paragraph 1, profits from the operation of ships used
to transport passengers or goods tetwecn places in a
Contracting State may be taxed in that State.

3. Paragraphs 1 anrd 2 shall likewise apply ir. :e&;
pect of participation in a pool, a joiat business or
an international operating agency.

4, The provisions of this Article shall not apply
to a drilling rig or any vessel the principal function
of which is the performance of acuvities other than
the transperiation of goods or passengers,

ABETICLE 10
ASSOCIATED ENTERPRISES
Where

(a) an enterprise of a Conlracting State parti-
cipates directly or indirectly in the manage-
ment, control or capital of an enterprise of
the other Contracting State, cr

(b) the same persons participate directly or
indirectly in tlie management, contro! or
capital of an enterprise of a Contracting
State and an enterprise of the other Con-
tracting State,

and in either case conditions are made or imposcd
between the {wo enterprises o their: comuercial or
linancial relations which differ from (hose which
would be mude berwesn independeat  enterpriscs,
th2n apy profits which would, bat for those condi-
t:ons, have accrued to one of the enterprisés, but by
reasons of those condilions, have not so accrued, may
b ingluded in the profits of thal enerpirse and taxcd
aecordingly.

ARTICLE 11
DIVIDENDS.

1. Dividends paid by a company which is a resi-
dent of a Contracting Staie to n resident of the other
Contracting State may be taned in that otier State.

2. Howvever, such dividends may also be taxed in
iz Conlracting Siate of which the company pying
tLe dividends is a re.ident, and acgording to the law
of ilat State, but the tax so cherged shall net exceed ;

(&) 15 nper cent of the gress amourt of the
dividends if the recipdent is a company
which owns at least 10 per cent of the
sha.es of the company paying the dividents ;
and

(0) 25 per cent of e gross anount of the
dividends in ail otiier cages,

A The provisions of paragraph 2(a) would apply
in respect of dividends arising cut of investments
made aficr the date of signature of this Apgresment,

4, The provisions of paragraphs 1 and 2 shall not
affect the taxation of the company on the profits cut
of wiizh the dividends are paid.

5. The term “dividends” as used in this Article
means income from shares or cther rights, not being
debt-clains, particiratiry in profits, a2z well as income
astimilated {0 Income from thares by the taxation law
of the State df which the combary mskiag the dis-
ribution i3 a resident.
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6. The provisions of paragraphs 1 and 2 shall not
apply if the recipient of the dividends, being a rosi.
dent of a Contracting State, carries on busines in the
. other Contracting State of which the company paying
the dividends is a resident, through a permancid
tablishment situated therein, or verforms in thot
other State professional services from a fixed base
situated theréin, and the holding by virtue of which
the dividends are paid is eflecitvely connected with
such permanent establishment or fixed base. Iu stich
a case, the provisions of Article 7 or Article 15, as
the case may be, shall apply.

7. Where a company which is a resident of a Con-
tracting State derives profits or income from the other
Contracting State, that other State may not impose
any tax on the dividends paid by the company, except
insofar as svch divideunds are paid to a resident of
that other State or insofar as the holding in resgect
¢f which the dividends are paid is effectively con-
nected with a permanent establishment or a fixed
hase situated in that other State, nor subject the
company’s undistributed profits to a tax on the com-
pany’s undistributed profits, even if the dividends paid
or the undistributed profits consist wholly or partly
of profits or income arising in such cther State.

ARTICLE 12
INTEREST

1. Interest arising in a Coentracting State and paid
to 2 resident of the other Corlraciing 8.2 may be
taxed in that other State.

2. Such interest may also be-taxed in the Contract~
ing State in which it ariscs and according to the law
of that Siate, but if the recipient is the beneficial
owner of the interest, the tax so charged shall not
exceed 15 per cent of the gross amount thereef.

3. Notwithstanding the provisions of pragraph 2,
interest arising in a Contracting State and paid to a
resident of the other Contracting State  shall be
exempt, from tax in the first-mentioned State if :

(a) the payer of the interest is the Government
of that Contracting State or of a poiitical
sub-division or local authority thereof; or

(b) the interest is paid to any agency or irstru-
mentality (including a financial institution)
which may be agreed upen in letfers ex-
changed between the competent authoritiss
of the two Contracting States,

4, The term “‘interest” as wused in this Article
means income from debi-claims of every kind, whe-
ther or not secured by mortaase, and whether or not
carrying a right to participaie in the debtor’s nrofits
and in particular, income from Government socnuri-
ties and income from bonds or debentures, including
premiums and Pprizes attaching to such sccurities,
bonds or debentures, as well as income assimilated
to income from morev Tent bv the taxatinn low of
the State in which the income arises However, the
term “interest” does not include income dealt with
in Article 11,

5. The provisions-of paragraph 2 shall net apply
if the recipient of the interest, being a resident of a
(Contracting State, carries on business in the other
Contracting State in which the interest ariscs, through
a permanent estabyshment situated thercin, or per-
forms in that other State professional scivices from
a fixed base situated therein, and the debt-claim in
respect of which the inlerest is paid is effectively
connected with such permancnt establishment or fix-
ed base. In such a case, the provisions of Article 7
ot Article 15, as the case may be, shall apply.

6. Intrest shall be deemed to arisc in a Contract-
ing State when the payer is that State itsclf, a political
sub-division, a local authority or a resident of that
State, Where, however, the person paying the inte-
rest, whether he is a resident of a Contracting State
or not, has in a Contracting State a permanent esta-
Dlishment or a fixed base in connection with which
the indebtedness on which the irterest is paid was
incurred, and that interest is borne by that permanent,
establishment or fixed base, then such interest shall
be deemed to arise in the Contracting State in which
the permanent establishment or fixed base is
situated. ‘

7. Where, owing to a special relationship between
the payer and the recipient or between both of them
and some other person, the amount of the interest
paid, having regard to the debt-claim for which it
is paid, exceeds the amount which would have been
asreed upon by the payer and the recepient in the
absence of such relationship, the provisiens o this
Article shall apply enly 1o the last-mentioned amount.
In that case, the excess part of the payments shall
remain taxable according to the law of cach Contract-
ing State, due regard being had to the other provi-
sions of this Agreement.

ARTICLE 13
ROYALTIES AND FEES FOR TECHNICAL
SERVICES -

. L. Royalties and fees for technical services arising
in a Contracting State and paid to a resident of the
other Contracting State may be taxed in that other
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, provided that where the royaliics or fees for
technical services are paid in respect of a right or
ptoperty which is first granied, or undar a ccntract
which is signed affer the date of signature of this
Agreement. the tax so charged shall not exceed 30
per cert of the gross amount of the royalties or fees
for technical services,

3. The term ‘‘royalties” as wsed in this Article
means payment of any kind including rentals re-

ceived as a consideration for the use of, or the right
to use, )

(a) any npatent, trade mark, design or model,
plan, secret formula or process,

{b) industrial, .commer\':ial or scientific equip-
ment, or information concerning industrial,
commercial or scientific experience:
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(c) eny copyright of literary, artistic or scienti-
fic work, cinematographic films, and filins
or tapes for radio or television broadcasting;

but docs not include royalties or other amounts paid
in respect of the aperation of mines or quarries or of

the extraction or removal of natural resources.

4. The term “fecs for technical services” as used
in this Article means payments of kind to any per-
son, other than payients to an employee of the per-
son making the payments and to any individual for
independent persanal services mentioned in Article
15, in consideration for secvices of a managerial, tech-
nical or consultancy nature, including the provision
of services of technical or other personnel.

. 5. The provisions of paragraph 2 shall not apply
if the recipient of the royalues or fees for techmicat
tervices, being a resider: of a Contracling State, car-
ties on business n the other Conttacting State in
which the royalties or the fees for technical services
arise through a permanent  establichment  situated
therein, or performs in thai other State professional
services from a fixed ba«: situated therein, and the
right or property in respeci of which the royalties or
fees for technical services arx paid in effectively con-
nected with such permaacnt establishment or fixed
base. In such a case, the provisions of Article 7 or
Article 15, are the case may be, shall apply.

6. Royalties and fees for t-chnical services shall
be deemed to arise in Contracting State when the
payer is that State itself a political subdivision, a
local authority or a resitlant of that Siate. Where,
however, he person pay..g the royallies or the fees
for technical services, whether he is a resident of
Contracting State or not, has in a Contracting State
a permanent establishment or fixed base in connec-
tion with which the obligaticu Lo pay the royalties
or fees for technical services was incurred, and those
royalties or fecs for technical services are borne by
that permanent establishment or fixed basc, than
such royaltics or fees for technical services shall be
deemed to-arisc in the Contracting State in which
the permancnt establishment or fixed base is
situated.

7. Where, owing to a special relationship between
the payer and the beneficial owner or between both
of them and some other person, the amount of the
royalties or fees [or technical services paid, having
reeard to the use, right or information for which they
are paid, exceeds the amount which would have been
agreed upon by the payer and the recipient in the
absence of such relationship, the provisions of this
Article shall apply only to the last-mentioned
amount. In that case, the excess part of the payments
shall remain taxable according to the law of each
Contracting State, duc regard being had to the other
provisions of this Agreement.

Article 14
CAPITAL GAINS

1. Gains from the alienation of shins or aircraft
aperated in international tralfic by an enterprise of a
Contracting State and movable property pertaining
to the operation of such ships ar aircraft, shall bo
taxable only in that State,

2. Gains from the allenation of any praperty other
than these referred to in paragraph 1 may be taxed
in both Contrcting States.

Article 15
PROFESSIONAL SERVICES

1. Incomc derived by a resident -of a Contracting
State in respect of profcssional scrvices or  other
independent  activities of a similar character shall
be taxable only in that State. However, in the fol-
lowing circumstances such income may be taxed in
the other Cont(racting State, that is to say :

(a) il he has or had a fixed base regularly
available to him iu the other Contracting
State for the purpose of performing his
activities; in that case, only so much of
the income as is attributable to that fixed
base may be taxed in that other Contracting
State ; or

(b) if his stay in the other Contracting State
is for a period or perinds amounting to or
exceeding in the aggregate 183 days in the
fiscal year; or

(c) if the remuneration for his services in the
other Contracting State is either derived
from revidents of that Contracting State or
Is borne by a permanent establishment
which a person not resident in that Con-
tracting State has in that State and such
remumeration exceeds two thousand  five
hundred Canadian dolllars ($2,500) or its
c¢ruivalent in Indian currency in the fiscal
ycar.

2. The term “professional services” includes inde-
pendent scientific, literary, artistic, educational or
teaching activities as weltl as the independent activi-
ties of physicians, lawyers, engineers. architects, deu-
tists and accountants.

Article 16
DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articlss 17, 19 and
20, salaries, wages and other similar remuncration
derived by a resident of a Contracting State  in res-
pect of an employment shall be taxable only in that
State unless the employment js exercised in the other
Contracting State. If the employment is so exercised,
such remuneration as is derived therefrom may be
taxed in that other State.

Notwithstanding the provisions of paragraph 1,
remuneration derived by a resident of a Contracting
State in respect of an employment exercised in the
other Conlracting State shall be taxable only in the
first-mentioned State if :

{a) the recipient is present in the other Con-,
wacting State for a period or periods . not
exceeding in the aggregate 183 days in the
fiscal year concerned ; :
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(b) the remuneration is paid by, or on behalf
of, an employer who is not a resident of the
other State ; and

¢ (€) the remuneration is not borne by a perma-
nent establishment or a fixed base which
the employer has in the other State,

J. Notwithstanding the preceding provisions of
this Article, remuneration in respect of an employ-
ment excrcised abroad a <y o aia St operated in
international (raffic by v cnr rprive o« Contracting
State, shall be taxable only in that State.

Article 17
. DIRECTORS FEES

Friectors’ fees amd other similar payments derived
by a rosident of a Conuacting State in his capaciiy
ay o member of the board of direciors or a similar
organ ol a company which is a resident of the other
Contracting State, mav be taxed in that other State.

Article 18
ARTISTES AND ATHLETLUS

1. Notwithstanding the provisions of Articles 7, 15
and 16, income derived by entertaipers, such  as
theatre, motion picture, radio or wlevision artistes,
and musicians, and by athletes. from their personal
activities as such may be taxed in the Contracting
State in which these activities are exercised.

2. Where incume in respect of personal activities
as such exercised in a Contracting State by an enter-
tainer or athlete accrues not to that entertainer or
athlete himself but to another person which provides
the activities ia that State, that income may, not-
withstanding the provisions of Articles 7, 15 and 16,
he taxed in that Contracting State

3. The provisions of paragraphs 1 and 2 shall not
apply if toe visit to a Contracting State of the enter-
tainer or the athlete is directly or indirectly support-
., wholly or substantially, from the public funds of
the other Contracting State, includmg zny political
subdivision, local authori'y or stamiory hody of that
oihG State,

Article 19
PINSIONS

1. Pensions arising in a Contracting State shall be
taxable only in that State.

2. Pensious shall he deemed to arise in a Contract-
ing State when the paver is that State itself, a politi-
cal subdivision, a local authority or a resident of that
State.

855 C1/86—3

Article 20
GOVERNMENT SERVICE

1. Remuneration, other than a pension, paid by,
or out of tunds created by, a Contracting State or a
political subdivision or a local authority thereof to
an individual in respect of services rendered to that
State or subdivision or local authiority thereof in the
discharge of functions of a governmental nature may
be taxed in that State. :

2. The provisions of Articles 16 and 17 shall apply
to remuneration in respect of services rendered | in
counection with any trade or business carried on by
one of the Contracting States or a political subdivi-
sion or a local authoritv thereof.

Article 21
STUDENTS AND APPRENTICES

1. Payments which a student, apprentice or busi-
ness trainee who is, or wus immediately before visit-
ing oue of the Contracting States, a resident of the
other Contracting State and who is present in the
tirst-mentioned Contracting State solely for the pur-
pose of his education or training receives for the
purpose of his maintenance, education or training
~hal] not be taxed in that first-mentioned State, pro-
vided that such payments are made to him from
sources outside that State.

2. Students, apprentices or business trainees who
ard nationals of a Contracting State shall not be
sabjected in the other Contracting State to any tax-
ation or any requirement connected therewith which
is other or more burdensome that the taxation and
connected requirements to which students, apprentic-
cs or business trainees who are nationals of that other
State in-the same circumstances, are or may be sub-
jected.

Article 22
OTHER INCOME

ltems of income of a resident of Contracting State,
arising in the other Contracting State, not dealt with
in the foregoing Articles of this Agreement, may be
taxed in both Contracting States,

CHAPTER IV
METHODS FOR PREVENTION OF DOUBLE
TAXATION
Article 23
ELIMINATION OF DOUBLE TAXATION

1. The laws in force in cither of the Contracting
States will continue to govern the taxation of income
in the respective Contracting States except where
provisious to the contrary are made in this Agree-
ment.
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2.'In the case of Canada, double taxation shall be
avoided as follows :

{2) Subject to the existing provisions of ihe

i law of Canada regarding the deduciion
from tax payable in Canada of tax paid
in a territory outside Canada and t» any
subsequent modification of those provi-
sions—which shall not affect the gencial
principle hereof-—and undess a greater de-
duction or relief is provided undcr the
laws of Canada, tax pavable in India on
profits, income or gains arbing in  Tndia
shall be deducted from any Canadisn  tax
payable in respect of such profits.  income
or gains;

{b) Subject to the cxisting provisions of the
of Canadu reganding the d-torminution o
the cazomnt surrlay of o Jore’s
to any subsostenr modifioaring b L6
visions—.which 1.1 not afect w0
principle hereol-{for the pury w2
pratiyr Coadis o g eomy e el oo o
Canada shall be allowed to deduzt in rom.
puting its taxable income any aivides. -
ceived by it out of the exemnt svap™ie of
forcign affiliate vesident in Indit.

8. In the case of India, Jdouble tnnes o ha
avoided as follows :

(a) The amouut of Cauadian tax payable. under
the laws of Canada and in accordance with
the provisions of this Agreement, whetier
directly or by deduction, by a resident  of
India, in respect of income from sowids
within Canada which has been subjected 10
tax both in Yndia and Canada shall be ai-
lowed as a credit againgt the’Indian
payable in respect of such income buit in i
amount not cxeceeding that provortion o
Indian tax which such income beors 10 05
entire income chugenble 1o Indisn tay

H
.
1

(b) For the purposes of the credit referred t in
subparagraph (a) abrs o, where the resident
of India is a company by which surtas is
pavable, the credit to be allowed agoinw
Indian tax shall be allowed in the © =
instance against the income-tax payable &
the company in India and, as to the bhalrnee,
if any, against the su t2x pavihle by o in
India.

Provided that income which in accordance vith
the provisions of this Agrcement is not to be wub-
jected' to tax may be taken into account in caleriu-
ing the rate of tax to be imposed.

4, ¥or the pnrnnses of naragranh 20V, the oo
“tax pavable in India” shall, with respect to a resi-
dent of Canada, other than an indivicdual. be deemed
to include any amount which would have been pay-
able as Indian tax but for a deduction allowed in
computing the taxable income or an exemption or
reduction of tax granted for that year under :

(a) sertions 10 {15y (iv), 527, 80] and 80HH of
the Incometax Act, 1961 (48 of 1961), so
far as they were in force on and have rot
been modified since the date of signatuss:
ol this Agreement, or have been modified
only in minor respects so as not to affect
their general character ; or

{b) auy other provision which may subsequent-
ly be made granting an excmption or re-
duction [rom tax which is agreed by the
competeut  authorities of the  Contracting
States to be of a substantially similar charac-
ter, il it has neor been modified thereaftor
ot bas been modii-ed only in minor respects
»0 as"not to adect its general character,

Provided that rehief frein Cuaadian tax shall not
be viven Iy virtne of (s wograph a resuect of
incoine Loan oo oot 2L g rome relaies 1o a

1k een e g ! A otean! vears alter e
eX2PLiG ¢ T, oy 33 oof, fndmn osax e
fivat rraned wootae v o Canad s 1110 peti o

that oty s

S0 Pew che pucposes O vein Avkicle, profity, incormis
or gait, of woreszdent ol o o oting State which
are ra i1 e onaer Contracting Swate n accord-
sive wath fh% Agreement shall be desmed to artss
from sources in that other Suae.

CHAPTER
SPECIAL PROVISIONS
Siticle 24
NON-DISCRIMINATION

1. Fhe matdonals of o (Umrracting State shall  noe
be subjected in the otba Contmc%ng State to any
taxation or amy regunement  contected  therewith
which i~ other or more burdonsome than the taxa-
ton and vonnected reouirements to which natien: s
of ther other drve i 1he sinly €0 Qassnees are or
may be subjected.

Y Vhe taation on a vermancin establishment
which an cuterprise of @ Contracting Suate has i the
other Conrvacting Stere shell not T foss favourably
leviedd i1 thot ather Soate then Be taxntion levied
on ente prives of tant oobor Stete rarving on the
same iy ivien.

3 Nothing in this Ardjele shall be construed  as
obligive + Creoncting Seate 1o grant 1o residenie of
the otires Convacing Siate any peisonal allowan -,
reliefs and reductions for toxation purposes on -
count of civil status or familv responsibilities which
it grangs 1o 45 own rusidents.

4, Neathihug in this Joticle chall be construed  as
preventing :
(a) Canada [rom imposing on the earnings of
a comyany  ottributable 10 a permanent
estahlishment in Canada, its Additional Tax
on Corporations other than Canadian Cor-
porations ;
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(b) India from taxing at the rate determined
by Indian law the income attributable to a
permanent establishment -maintained in
India by a company which is a resident of
Canada.

5, Enterprises of a Contracting State, the capital of
which is wholly or partly owned or controlled,
directly or indircctly, by one or more residents of the
other Contracting State, shall not be subjected in the
firstmentioned State to any taxation or any require-
ment conuccted therewith which is other or more
burdensome than the taxation and connected re-
quircments to whici: other similar enterprises of the
first-mentioned State, the capital of which is whollv
or partly owned or controlled. direcily or indirccils,
by one or mote residents of a third State, are or
may be svhjecie

6. In this Avrlcle, the tona “Lation” ‘mensns faxes
wich ave e sahject of this Azrcement

COMUTUAL AGREEMINT PROCEDURE

1 Where a resident o1 o Gontracting State consi-
ders that the activas of sie or both of the Gontrost-
ing States resuli or will result for him in taxation not
in accordance with the provisions of this Agreement,
be may, notwithstanding the remedies provided by
-the nationul lows ol thosz States, present his  cuse
in writing to the comp..cot authority of the Con-
tracting State of which e is a resident, The cuse
must be presented within two years from the  first
notification of the action which gives rise 1o taxation
not in accordance with the \Agrcement.

2. The comnotent authority referred to in para-
graph 1 shall endeavoun, il the objection appears to
it to be justified and i it v vot iwell able to wrive
at an appropriate Solution, to resolve the gase by
mutual agrerment with the competent authority of
the other Contracting Sizte.  with a view to  the
avoidance of taxation not in accordance with the
Agrcement. ‘

£

3. A Comtracting State <hall not, atter the expiry

of the time limits provided in its national laws and.

in any case, after five years from the end of the fiscal
year .in which the income concerned has accrued, in-
crease (e tax hase of a resident of either of the
Contracting States 1.y including therein items of in-
come which have also been charged to tax in the
other Contracting State. This paragraph shall not
apply in the casz of fraud, wilful default or neglect.

4. The competent authorities of the Contracting
States shall endeavour to resolve by mutual agrec-
ment any difficultics on doubts arising ns to the inter-
pretation or application of the Agrecinent,

v

5. The competent aathoritics of the Contraciing
States may consult together for the elimination of
double taxation in cases not provided for in the

Agreement.

Article 26
EXCHANGE OF INFORMATION

1. The competent authorities of the Contracting
States shall exchange such information as Is necessary
for the carrying out of this Agreement, or of the do-
mestic laws of the Contracting States (including the
provisions thereof dealing with the prevention of
fiscal evasion) concerning taxes covered by this
agreement psofar as the taxation thereunder is not
contrary o this agrecmeot. The cxchange of infor-
mation Is not restricted by Article 1. Any information
received by a Contraciing State shall be treated as
secret in the sane mausner as information abtained
under the domestic fows of that State and shall  be
disclosed only to persons or authorities (including
courts and acminjstrative bodies) involved in  the
assessincnt or coilection of, vhe enforcement dn 7s-.
pect of, or the determination of appeals in velstion
to, the taxcs waldd ere the sebject of the Agreemont,
Such persous - virvives siafl ase tw informovion
only {or such pord pus, Those povseis oo athonie
may disclose the {ifomanton in public ooty
edings or in judicial de: sions.

2. In wo case chall the provisions of varcgiagt 1

be co.trued so vs o impose on oue of the Lontret-
ing Statos the oblization :

\

(@) to catiy  out administriive measdres  at
variance with the laws or the administyave
practice ol that or of the other Contract.ng
State s

(b) o supply information which is pot obisa-
aLie wader the luwrs or in the normal conmae
of the adininismration of that or of e o er
Contracting Srate

(¢) 1o suoly information which vould diwiose
any irade, business, industrial, commetcial
or 1_>ro§'4:m;iona} scerel or trade process,  or
information, the disclosure of whiclh woald
be contrary to public policy (order pubity .

[d

Article 27
DIPLOMATIC AND CONSULAR OFFICIALS

Notl-ing n this Agreement shall affect the fwcal
privilepss of members of diplomatic or consular wis-
sions under the general rules of international faw

or ander the provisions of specind agreements.

Article 28
MISCEYLANEOLS RULES

1. The provisions of this Agreement shall not  be
construed fo restrict in any manner any exclison,
exemption, deduction, credit, or other allowance rnow
or hereafter accorded by the laws of one of the Con-
tracting Siates in the determination of the tax im-
posed by that Coniracting State.

2. The competeat outhorities of the Contraciing
States may communicate with each other directly for
the purpose of applving this Agreement.
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FINAL PROVISIUNS

Article 29
LNTRY INTG FORCE

© 1. Thig Agreement shall bho ratiied and the nslru-
ments of ratification shall be exchanged at Gilawa

&, The Agrecment shall enier into force upon the
Lxdiange ol inswunients ol vatilication and ity pro-
Visions shall have eltect :

() in Canada

(i) In respect of tax withheld at the suurce
on amounts paid or credited to non-resi-
dents on or alter the first day of [sanuary in
the calendar year next lollowing that in
which the exchange of instruments  of
ratification takes place ; and

in respect of other Canadan L for tax-
ation yeats berinning o or alter the first
dey of Junuary in the «lendar year pexi
following that I which *hie exchanze ol
instruments of ratification tukes placd;

(ii)

(by in Indiu, in respect of income assewmable for
any (ssessmoent year eommencing an oy after
the first dayv of April in the calendar vear
neat Hllowing that in which the eschange
of instruinents of ratification takes place,

8. Notwithstonding the provisioins of paregruph 2,
the ;3 ~aisions ol \riicle 9 <hall have ellect for tax-
ation years beginning on or after the dey which is
six years prior to the day of the ecchurge of instru-
ments of ratification,

Article 30
TERMINATION

Yhis Agreement shall continue i eftect indefiniely  *
bu either Contructing State may. un or before june
30 in any calendar year after the expiry of
five yeurs froey the year in which it onters Into force,
give notice vl fGnination to thr wiher Gontracting
State and in such event the Agrecment shali ceue 1o
have eltect : :

(1) in Canada :

{i} in respect of tax withheld . the  source
on amounts paid or credited to non-resi-
dents on or after the first day ol Jauuary
in the calendar year next following that
in which the notice is given : and

in respect of other Canadian tar for tax-
ation vear beginning on or after the first
day of Janoary in the calendar vear next
following that in  which the wnotire is
given ;

(ity

(b) in India, in respect ol iu :
any assessment year commencng on or after
the first duv of April in the calendar year
next following that in which the notice is
given.

come assessable for
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IN WITNESS WHEREOF the
authorized to that effect, have signe i\ -,

DONE in duplicate at NEW DELE! , this
30th day of  Ocrober One thoswumd nine handred
and eightyfive in the Hindi, English and  Frencie
larguages. each version being equally authentic,
FOR THE GOVERENMENT OV INDYA

iM. S NARAYANAN)
vdditional Secretary

FOR THE GOVERNMENY OF CANADA
{WILLIAM T, WARDEIN)

High Commissioner

PROTOCOL

At the signing of the Agreement between Canada
1wl India for the Avoidance of Douly» Taxar’on and
the Prevendon of Fiscal Evasion with resnect to
Tuxes on Tncome, the undersizned have anread noon
pirt of the Agreement :

1. With reference to parsgraph 1 of Arviicle 6,
it is understood that it alsn appliew to pro-
fits derived from the alienation ol immov-
able property.

2. With refercnce to marvagraph [ of Artiele 7,
it is understood that no deduction shall be
allowed in respect ol amounts. if any, paid
totherwise than towrds reimbursement of
actuul expenses) by the permanent establish-
ment o the head ofhee of the entervrive or
auy of its other offices, by wiy of rovalties,
fees or other similar pavmens in return for
the use of patents, know-how or other
rights, or by wav of comwivi’on or other
charges, for specific services performed ot
for management, by way o interest on
monev lent to the permanent establishment,
Likewise, no account shall be taken, in  the
derermination of the profits of a permanent
establishment for amounts charged (other-
wise than towards reimbursement of actual
expenses) . by the permunent establishment
s the head office of the emerprise or any
of its other ofhces, bv way of ravalries, fees
or other similyy payments in return for the
use of patents, know-hiow or other righis, or
by war of commission or other charges for
specific services pertormed or for manage-
ment, bv wav of interest on money lent to
the head office of the cnterprise or any of
its ather offices. ‘

8. With reicrence to paragraph ¢ (a) ol Article
11, it is uaderstood thar, in the case  of
Tadia, the Hmitation provided therein shall
apply aaly as long as for the purpose of
computing Canadian tax a company which
is a resident of Canada is allowed to deduct
in computing its taxable income any divid-
end received by it nut of the excmpt sur-
plus of a foreign affiliate resident in India.
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4. With reference to paragraph 2 of Article 183,
in the event that pursuant to an Agreement
or a Convention concluded with a State
which is a member of the organisation for
Economic Co-operation and Development
alter the date of signature of this Agree-
ment India would accept a rate lower than
50 per cent for the taxation ol royalties or
fees for technical services paid I)X a resident
of India to a resident of that State, it s
understood that such lower rate will auto-
mautically be applicd for the taxation of
royalti=s and tees for technical sevvices paid
by a resident of India to a resident of Canada
where the royalties or [ees tor technical ser-
vices are paid in rzspect of a right or pro-
perty which is first granted, or under a
contract which is signed afrer the date of
entry into force of the first-mentioned Agree-
ment or Convention.

B. With reference to Article 14, it is understood
that the term “alienation” includes a “trans-
fer” within the meaning of Indian taxation
laws.

6. With reference to Article 26, it is understood
that the term “information” includes docu-
ments,

£55 Cl/e6-—4

7. With reference to the said Agrecment, it is
understood and agreed that nothing therein
statedd  shall be construed as  preventing
Canada [rom jmposing a tax on amoui(s
included in the income of a resident of
Canada according to  section 91 (Foreign
Accrual Property Income) of the Cunadian
Income Tax Act.

IN WITNESS WHERFEOF the undersigned, duly
authorised to that clfect, have signed this Protocol.

DONE in duplicate at NEW DELIHI , this

30 day ot October One thousand nine hundred
and cightyfive in the Hindi, English and  French
languages, each version being equally authentic.

FOR THE GOVERNMENT OF INDIA :
(M. 5. NARAYANAN)
Additional Secrctary.

FOR THE GOVERNMENT OF CANADA
(WILLIAM T. WARDEN)

High Commissioner

PRINTED EY THE MANAGER, GOVT. OF INDla PRESS, RING ROAD, NeEw DELHI-110064
”~
AND PUBLISHED BY THE CONTROULLLR UF PUBLICATIONS, peELH-110354, 1986






