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MINISTRY OF FINANCE

(Department of Revenue)

New Delhi, the 25th September, 1936

NOTIFICATION

INCOME-TAX
NO. 6936

G.S.R. 1108(E).—Whereas the annexed Agreement
between the Government of India and the Govern-
ment of Canada for the avoidance of double taxation
and the prevention Of fiscal evasion with respect to
taxes on income has been ratified and the Instruments
of Ratification exchanged at New Delhi on 16-9-1986
Us required by Article 29 of the said Agreement ;

Now, therefore, in exercise of the powers confer-
red by section 90 of the Income-lax Act, 1961 (43
of 1961) and section 24A of the Companies (Profits) '
Surtex Act, 1964 (7 of 19641, 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. 145|25|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 of India and the Government of
Canada, Desiring to conclude an Agreement for the
avoidance of double taxation «nd the prevention of
fiscal evasion with respect to taxes on income. Have

agreed as follows :

CHAPTER I

SCOPE OF THE AGREEMENT
Article 1

Personnel Scope
This agreement shall apply to persons who are re-

sidents of one or both of the Contracting States,
Article 2

TAXES COVERED

1. This Agreement shall apply to ta^es on income
imposed by each Contracting State, irrespective of
the manner in which they are levied.

2. There shall be regarded as taxes on income nil
taxes imposed on total income, or on elements of
income, incloding taxes on gains from fhe airn.ition
of movable or immovable properly.

3. The existing taxes to which the Agreement shall
apply are :

(a) in rhc case of Canada : the income, 'axes
imposed under the Income Tax Act of
Canada (hereinafter referred to as "Cann-
dian tax'");

(b) in the case of India :
(i) the income-tax including any surcharge

therein imposed under the Income-tax
Act. 1961 (43 of 1961) ,

(li) the surtax imposed under tne Companies
(Profits) Surtax Act, 1964 (7 of 1964) ;

(hereinafter referred to as "Indian tax").

4. The Agreement shah1 apply also to any identi-
cal or substantially similar taxes on income which are
imposed by either Contracting State after the date o[
signature of this Agreement in addition to, or in
place of, the existing taxes.

5. At the end of each year, the Contracting Staies
ihall notify each other of any signilkint changes
which have been made in their respective taxation laws
which are the subject of this Agreement and furnish
ccpies of relevant enactments and regulations.

CHAPTER II

DEFINITIONS

Article 3

GENERAL DEFINITIONS

1. In this Agreement, unless the context otherwise
it quires :—

(a) the term "Canada" used in a geographi-
cal sense, means the territory of Canada,
including any area beyond the territorial

. seas of Canada which, under the laws of
Canada, is an area within which Canada
may exereise rights with respect to the sea-
bed and sub-soil and their natural resour-
ces ;

(ii) the term "India" means the territory of
Ir-'iia and include?; the territorinl sea :ind
airspace above it as well as any other mari-
time zone referred to in the Territorial
Walters, Coiitic^ntal Shelf, Exclusive Eco-
nomic Zone and other Maritime Zones Act,
1976, (Act No. 80 of 1976), in which India
has certain rights and to the extent that
these rights can be exercised therein as if
such maritime zone is a part of the terri-
tory of India;

(b) the terms "a Contracting State" and "the
other Contracting State" merm, as the con-
text requires, Canada or India ;

,(c) the term "person" shall have the meaning
assigned to it in the taxation laws in force
in the respective Contracting State, in ths
case 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 purpose?; 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 "enterprise of the other Contacting
State" mean respectively an enterprise car-
ried on by a resident of a Contracting State
and an enterprise carried on by a resident
of the other Contracting State;

(f) the term "competent muhoiity" means> :
U) in.the cos*: of Canada* the Minister of

National Revenue or hU authorised re-
presentative;
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(ii) in the case of India, the Central Govern-
ment in the Ministry of Finance (Depart-
ment of Revenue) ;

(g) the term "tax" means Canadian tax or
Indian tax, as the context requires ;

(h) the term 'national'' means :—

(i) any individual possessing the natiorality
of a Contracting State ;

(ii) any legal person, partnership and associa-
tion deriving its staius as Mich from the
law in force ifl a G'hiiacling Slate ;

(i) the term "international uallic' means any
voyage of a ship or aircraft operated by a
resident of a Contracting Stale except where
the principal purpose o) the \oyage is to
transport passengers or goods between pla-
ces in ths other Contracting Stale.

2. As regaids the application cf the Agreement by
a Contracting State any term not defined in this Agree-
ment shall, unless the context otherwise requires,
have the meaning which it has under l!ie laws of that
Contracting State relating to the taxes which arc the
subject of the Agreement.

Article 4

FISCAL DOMICILE

1. For the purposes of this Agreement, the term
"resident of a Contracting State" means any person
who is a resident of that State in accordance with the
tnxation laws of that State.

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

(a) he shall be deemed to be a resident of the
Contracting Stale in which he has a perma-
nent home available to him. If he has a
permanent home available to him in both
Contracting States, he Fliall l*e deemed to
be a resident of the Contracting State with
which his personal and economic relations
are closer (hereinafter referred to as his
"Centre of vital interests") ;

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

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

(d) if he is a national of both Contracting Sta-
tes or of neither of them, the corhperent
authorities of the Contracting States shall
settle th; question by mutual agreement.

3. Where by reason of the provisions of paragraph
1 a person other than an individual is a resident of
botli Contracting States, the competent 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 "permanent establishment" shall in-
clude especially j

(a) a place of management ;

(b) a branch ;

(c) an office ,

(d) a fuctory;

(e) a workshop ;.

(f) a warehouse;

(g> a mine, quarry or other.place of extraction
of natural resources ;

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

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

3. The term "permanent establishment" shall be
deemed not to include :—

(a) ihe use of facilities solely for the purposo
of storage or display of goods or merchan-
dise belonging lo the enterprise ;

(b) the maintenance of stock cf goeds of mer-
chandise belonging to the enterprise solely
tcx the purpose of storage or display ;

(c) the maintenance of a stock of gi ods or mer-
chandise belonging to the tnterprisc so'e'.y
for the purpose of processing by another
enterprise ;

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

(e) the maintenance of a fixed places of business
solely for the purpose of advertising, for
the supply of information, for scientific re-
search, or fcr similar activities which hnve
a preparatory or auxiliary character, for the
enterprise.
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4. A person acting in a Contracting Stato fvr or
on behalf of an enterprise of the other Contracting
Slate—other than an agent of an independent status
10 whem paragraph 5 applies—shall be deemed to oe
^permanent establishment of that enterprise in the
first-mentioned State if :—

(») he has and habitually exercise in tl̂ at Suite,
an authority to ccnc:ude contracts fcr or
on lehalf of the ent.-i prise, unless his acti-
vities are limited to the purchase cf goods
or merchandise for the enterprise; or

(b) he habitually maintains in the iirst-men-
lioned State ;i stock of goods or merchan-
dise belonging to the enterprise from wliich
he regularly delivers goods or merchandise
for or on behalf of the enterprise.

5. An enterprise of a Contracting State shall not
be dcemfd to have a permanent establishment in the
other Contracting State merely because h carries on
business in that State tlimugh a broker, genernl com-
mission, agent or any other agent of an independent
status, or merely because it maintains in that other
State a stock of goods with an agent of an indepen-
dent status from which deliveries are made by that
agent, where such persons are acting in the ordinary
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.

6. Notwithstanding the provisions cf this Article-
or Article 15, a person who is a resident of a Con-
tracting State and carries on activities in connection
with the exoneration or exploitation of the sea-bed
and sub-soil and their natural resources situated in
the other Contracting State shall be deemed to be
carrying on in respect of those activities, n business
in that other State through a permanent establish-
ment or fixed bas# situated therein.

For the purposes of this paragraph, activities car-
ried on by an enterprise associated with another en-
terprise shall be regarded as carried on by the enter-
prise with which it is associated if t^e actiivtks in
question arc substantially the same as those carrisd
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 period.

8. The fact that a company which is a resident
of a Contracting State controls or is com rolled by a
company which is a resident of the other-Conracting
State, or which carires on business in that other State
(whether through a permanent establishment or ocher-
wlsei, shall net of itself constitute either company a
permanent establishment of th« other.

CHAPTER III

TAXATION OF INCOME

Article 6

INCOMH FROM IMMOVABLE PROPERTY

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

2. For the purpose of this Agreement, the term
"immovable properly" shall be defined in accordance
with the law and usage of the Cunu-Lcling State in
which the property in question is situated. The, term
shall in any case'include property accessory to im-
movable property, livestock and equ:pment used in
agriculture and forestry, rights to whi:h the picvi-
sions of general law respecting landed property apply,
usufruct of immovable property and rights to vari-
able or fixed payments as consideration tor the wor-
king of, or I he right to work, mineral deposits, sour-
ces and other natural resources; ships nnd aircraft
shall not be regarded as immovable property.

3. The provisions of paragraph 1 shall apply to in-
come derived from the direct use, idling, or use in
any other form of immovable property.

4. Thf provisions of paragraphs 1 and 3 shall also
apply to the income from immovable property of an
i-merprisc and to income from immovable property
used for the performance of professional services.

Article 7

BUSINESS PROFITS

1. The profits of an enterprise cf a Contracting
State shall be taxable only in that State unless the
enterprise carries on business in the other Contract-
ing State through a' permanent establishment situated
therein. If the enterprise carries on or h?s carried on
business as aforesaid, the profits of the enterprise may
be taxed in the other Conflicting Stale but only sr/
much of them as is attributable to ;—

(a) that permanent establishment, and

(b> rales of pooch and merchandise of the same
(,r similar kind as tho.ic sold, or from other
business activities of the same or similar
kind as those effected, through that perma-
nent establishment.

1. Subject to the provisions of para?r?ph 4, where
an enterprise of a Contracting State carries on busi-
ness in the other Contracting Stale through a perma-
nent establishment situated therein, there shall in each
Contracting; State be attributed to that permanent
establishmrn he profits which it might be expected
to make if it were a distinct and separate enterprise
engaged in the same or similar activities under the
raffle or sim'Inr conditions and dealing wholly inde-
pendently with ihc enterprise of which it is a perma-
nent establishment. In any CHS«, wbere rho correct
amount of profits attributable to a permanent estab-
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lishment is incapable of determination or ihe ascer-
tainment thereof presents exceptional dilliculties, the
profits attributable to the permanent establishment
may be estimated on a reasonable basis provided that
ilic result shall be in accordance with the principles
laid down in this Article.

3. Subject to the provisions of paragraph 4, inso-
far as it lias been customary in n Contracting State
to determine the profit 10 be aUribuieil to a perma-
nent establishment on the basis of an apportionment
of the total profits of ihe enterprise to its various
parts, nothing in paragraph 2 shall preclude thai
Contracting State from determining Ihe profits to be
taxed by such an apportionment as may be custo-
mary; the mehtod of apportionmeni adopted shall,
however, be such that the result shall be in accor-
dance with the principles laid down in this Article.

4. In the determination of the profits of a perma-
nent establishment, there shall be allowed those
deductible expenses which are incurred for the pur-
poses of the business of the permanent establishment
including executive ar-tl general adniinis rathe expen-
ses, whether incurred in the State in which the pcrma-
uet establishment is situated or elsewhtre as are in
accordance with the provisions of an,! subject to the
limitations of the taxation laws of that Slate.

5. No profits shall be attributed to a permanent
establishment by reason of the mere purchase by that
permanent establishment of goods Or merchandise for
ine enterprise.

6. For the purposes of the preceding paragraphs,
the profits to be attributed to the permanent es(.a-
lishment sbail be determined by the ssinc method
year by year unless there is good ar.d sufficient reason
te the contrary.

7. Where profits include items ct income which
ore dealt with separately in other Arf;c]es of this
Agreement, then, the provision? of those Articles
shall not be affected by the provisions of this Article.

ARTICLE 8

AIR TRANSPORT

1. Promts derived from the opcalbn of nucaf:
in intcrnaiinnal traffic by an enterprise of a Conduct-
ing State shall be taxable only in that Contracting
Stnie.

2. Paragraph 1 shall likewise apply in r-j;r..-.;ct cf
participation in a pool, a joint business or in an
international operating agency.

3. For the purposes of paragraph 1, interest on
funds connected with the operation cf aircrcfr in
international traffic shall be regarded us profits from
the operation of such aircraft, and the provisions of
Article 12 shall not apply in relation to such inte-
lest.

ARTICLE 9

SHIPPING

1. Profits derived from the operation of Mp% in
International traffic by an enterprise of a Oontractiiifi
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 tetwscn places in a
Contracting State may be taxed in that Slate.

3. Paragraphs 1 and 2 snail likewise apply ir. res-
pect of participation in a pool, a joint business or in
an international operating agency.

4. The provisions of this Article shall not apply
to a drilling rig or any vessel the principal function
cf which is the performance of activities other than
the transportation of goods or passengers.

ARTICLE 10
ASSOCIATED ENTERPRISES

Where

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

tb) ihe same persons participate directly or
indirectly in the management^ control or
capital of an enterprise of a Contracting
State and an enterprise of the other Con-
tracting State,

and in either case conditions are maae cr imposed
between the two enterprises in their commercifll or
financial relations which differ from ihosc which
would be made between independent enterprises,
t!i-*n any profits which would, but for those condi-
tions, have accrued to one of the enterprises, but by
reasons of t'hose conditions, have not so accrued, may
be included in the profits of that eiuc-rpirse and taxed
accordingly.

ARTICLE 11
DIVIDENDS.

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

2. However, such dividends may also be taxed in
ilvz Conlracfing S âte of which the company pnying
t];a dividends is a reJc'.ent, and ncpording to the law
of that State, but th; tax so charged shall net exceed :

(a) 15 per cent of the gross amount of the
dividends if the recipient is a company
which owns at lean 10 per cent of the
sha.es of the company paying the dividents ;
and

To) 25 per <xnt of ih". ipreis amount of the
dividends in nil other cases.

3. The provisions of paragraph 2Ca) would 3pply
in respect of dividends arising out of investments
made after the date of signature of this Agreement.

4. The provisions of paragraphs 1 and 2 shall not
fiffect the taxation of the company on T,he profits out
of w'nich the dividends arc paid.

5. The term "dividends" as used in this Article
means income from shares or other rights, not being
debt-clsi-ns, partictoalir1? jp_ proits, as vHl as income
B^imilated to income from shares by tr*e taxation taw
of the State yf which the company msiing the dis-
iribution is a resident.
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6. The provisions o£ paragraphs 1 and 2 shall not
apply if the recipient of the dividends, beifg a resi-
dent of a Contracting State, carries on business in the

, other Contracting Stale of which the company pining
the dividends is a resident, through a permanent
-establishment situated therein, or txrforms in that
other State professional services from a fixed base
situated therein, and the holding by virtue of which
the dividends are paid is eflecitvdy connected with
such permanent establishment or fixed base, in such
a case, the provisions of Article 7 or Article 15, as
xhs 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 such dividends are paid to a resident of
that other State or insofar as the holding in respect
cf which the dividends are paid is effectively con-
nected with a permanent establishment or a fixed
base 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 ether State.

ARTICLE 12

INTEREST

1. Interest arising in a Contractile Slate and paid
to a resident of the other CIM :iin;:i:^ S..;:-: may be
taxed in that other State.

2. Such interest may also be taxed in the Contract
ing State in which it arises and according to the law
of that State, 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 thereof.

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 political
sub-division or local authority thereof; or

(b) the interest is paid to any agency or instru-
mentality (including a financial institution)
which may be agreed upon in letters ex-
changed between the competent authorities
of the two Contracting States.

4. The term "interest" as used in this Article
means income from debt-claiirs of every kind, whe-
ther or not secured by mortsare, and whether pr not
carrying a right to participate in the debtor's profits
and in particular, income from Government securi-
ties and income from bonds or debentures, including
premiums and prizes attaching to such secunt?e«,
bonds or debentures, as well as income assimilated
to income from money Tent bv the taxation Irw 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 not 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 arises, through
a permanent establishment situated therein, or per-
forms in that other State professional services from
a fixed base situated therein, and the debt-claim in
respect of which the interest is paid is effectively
connected with such permanent establishment or fix-
ed base. In such a case, the provisions of Article 7
oi Article 15, as the case may be, shall apply.

6. Intrest shall be deemed to arise in a Contract-
ing State when the payer is that State itself, 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-
blishment 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 int'.-rest shall,
be deemed to arise in the Contracting Stale 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
agreed upon by the payer and the recipient in the
absence of such relationship, the provisions or 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 Contract-
ing State, due regard being had to the other provi-
sions of this Agreement.

ARTICLE 13

ROYALTIES AND FEES FOR TECHNICAL

SERVICES "

1. 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 cf that
State, provided that where the royalties .ir fees for
technical services are paid in respect of a right or
property which is first granted, or und;r a crntract
which is signed after the date of signature o* 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 used 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 patent, trade mark, design or model,
plan, secret formula or process,

(b) industrial, commercial or scientific equip-
ment, or information concerning industrial,
commercial or scientific experience:
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(c) Rny copyright of literary, artistic or scienti-
fic work, cinematographic films, and films
or tapes for radio or television broadcasting;

but docs not include royalties or other amounts paid
in respect of the operation of mines or quarries or of
the extraction or removal of natural resources.

4. The term "fees for technical services" as used
in this Article means payments of kind to any per-
son, other than payments to an employee of the per-
son making the payments and to any" individual for
independent per50n.1l services mentioned in Article
IS, in consideration for services of a manage rial, 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 royalties or fees for technical
services, being a residm: of a Contracting State, car-
ries on business n the other Contracting State in
which the royalties or the fees for technical services
arise through a permanent eslablichmcnt situated
therein, or performs in tl'ui other State professional
services from a fixed ba<c situated therein, and the
right or properly in respjet of which the royalties or
fees for technical services ar; paid in effeciively con-
nected with such pernu-u-nt establishment or fixed
base. In such a case, the provisions of Articlo 7 or
Article 15, are the case may be, shall apply.

6. Royalties and fees for technical services shall
be deemed to arise in Contracting State when the
payer is that State itself a political subdivision, a
local authority or a resident of that Sutj. Where,
however, he person paying the royalties or the fees
for technical services, whether he is a resident of
Contractipg State or not, has in a Contracting State
a permanent establishment or fixed base in connec-
tion with which the obligation to pay the royalties
or fees for technical services was incurred, and those
royalties or fees for technical services are borne by
that permanent establishment or fixed base, than
such royalties or fees for technical services 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 beneficial owner or between both
of them and some other person, the amount of the
royalties or fees for technical services paid, having
regard to the use, right or information for which they
are paid, exceeds the amount which would have been
agreed upon by ihe 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 nccord:ng to ihe law of each
Contracting State, due regard being had to the other
provisions of this Agreement.

Article 14

CAPITAL GAINS

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

2. Gains from the alienation of any property other
than these referred to in paragraph 1 may be I axed
in both Contrcting States.

Article 15 ,

PROFESSIONAL SERVICES

1. Income derived by a resident of a Contracting
State in respect of. professional services 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 Contracting State, that is to say :

(a) if he has or had a fixed base regularly
available to him in 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
bnse may be taxed in that other Contracting
State ; or

(b) if his stay in the other Contracting State
is for a period or periods 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 residents of that Contracting State or
is borne by a permanent establishment
which a person not resident in that Con-
tracting Siate has in that State and such
remuneration exceeds two thousand five
hundred Canadian dolllars ($2,500) or its

equivalent in Indian currency in the fiscal
year.

2. The term "professional services" includes inde-
pendent scientific, literary, artistic, educational or
leaching activities as well as the independent activi-
ties of physicians, lawyers, engineers, architects, den-
tists and accountants.

Article 16

DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articles J7, 19 and
20, salaries, wages and other similar remuneration
derived by a resident of a Contracting State in res-
pect of an employment shall be taxable only in that
State unless the employment is exercised in the other
Contracting State. If the employment is so exercised,
such remuneration as is derived therefrom may be
taxed in that olher 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 Contracting State shall be taxable only in the
first-mentioned State if :

(a) the recipient is present in the other Con-,
iractiug State for a period or periods not
exceeding in the aggregate 183 days iji the
Fiscal year concerned;
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(b) the remuneration is paid by, or on behalf
of, an employer who is not a resilient of the
oiher Stale ; and

-jf Cc) ^ l e remuneration is not borne by a perma-
nent establishment or a fixed base which
the employer has in the other State.

3. Notwithstanding the preceding provisions of
this Article, remuneration in respect of an employ-
ment exercised abroad .1 ̂ '>:;> or .siio -/i operated in
international traffic by ••',• •.•:,Kj[)vU:- •>'• i Contracting
State, shall be taxable only in that State.

Article 17

DIRECTORS' FEES

Directors' fees and other simil-ir payments derived
b;. a resident of a Contracting State in his capaciu
a-i a member of the board of directors or a similar
orga.ii oi a company which is a resident of the other
Contracting State, may be taxed in that other State.

Article 18

ARTISTES AND ATHLETES

1. Notwithstanding the provisions of Articles 7, 15
and 1G, income derived by entertainers, such as
theatre, motion picture, radio or television 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 income 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 in that State, that income may, not-
withstanding the provisions of Articles 7, 15 and 1(>.
be taxed in that Contracting State

?>. The provisions of paragraphs 1 and 2 shall not
apply if the visit to a Contracting State of the enter-
tainer or the athlete is directly or indirectly support-
ed, wholly or substantially, from the Dublic funds of
die other Contracting State, including sny political
.subdivision, local authori y or stnuimry boch of that
oihe: State.

Article 19

PE"\S1ONS

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

2. Pensions shall be deemed to arise in a Contract-
ing State when the payer is that State itself, a politi-
cal subdivision, a local authority or a resident of that
State.
855 OI/86—3

Article 20

GOVERNMENT SERVICE

1. Remuneration, other than ,a pension, paid by,
or out of funds 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 authority 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 respecf of services rendered in
connection with any trade or business carried on by
one ol the Contracting States or a political subdivi-
sion or a local authority thereof.

Article 21

STUDENTS AND APPRENTICES

1. Payments which a student, apprentice or busi-
ness trainee who is, or was immediately before visit-
ing one of the Contracting States, a resident of the
other Contracting State and who is present in the
first-mentioned Contracting State solely for the pur-
pose of his education or training receives for the
purpose of his maintenance, education or training
shall 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
are! nationals of a Contracting State shall not be
subjected 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-
es or business trainees who are nationals of that other
State in the same circumstances, are or may be sub-
jected.

Article 22

OTHER INCOME

- Items 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 either of the Contracting
States will continue to govern the taxation of income
in the respective Contracting States except where
provisions 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 :

(a) Subject to the existing provisions of the
law of Canada regarding the deduction
from tax payable in Canada of tax paid
in a territory outside Canada and to any
subsequent modification of those provi-
sions—which shall not affect the general
principle hereof—and unless a greater de-
duction or relief is provided under the
laws of Canada, tax payable in India on
profits, income or gains arising in Tndin
shall be deducted from any Canadian tax
payable in respect of .such profits, income
or gains;

(b) Subject to the existing provisions of the Iw
of Canada regarding the d-'-ivrinipiition <>l
t h v i'liKinpt ^ i iv r lns of ;: r o r c : ; ; '• ;t".'!i >>: •;" '
to a is , subsc^urn !" nvxMufi\r"mxi «-t ;'• •• .. :• •.-
vis ions-—which :-k>;] ;r,/t a. l 'cc! i h \ .;•' : , i
p r i n c i p l e h e r e o f — f o r t h e p m r ; N : * - . J . • • • ; -

P ' i f i - s - T C ' < T i ' l i < • • ' \ , a o n . > s - ' r > ; . - = , . . ; ' : : , - • i ' . 1

C a n a d a s h a l l b e a l l o w e d t o d e d u c t i i > c o m -

p u t i n g i t s t a x a b l e i n c o m e a n y • • ' m ' . ' - . - - - i > , . -

t e i v e d b y i t o u t o f t h e ? x e r > r > t M - j t p " ' ; - 1 < • ' • . •

foreign affiliate resident in India.

3. In the case of India, double l;;:.;ii-"' •) -ha'! !••
avoided as follows :

(a) The amount of Canadian tax payable, under
the laws of Canada and in accordance vvit'i
the provisions of this Agreement, whether
directly or by deduction, by a resident of
Ind'a, in respect of income from SOUK is
within Canada which has been subjected 10
tax both in India and Canada shall be al-
lowed as a credit against the'Indian tax
payable in respect of such income bn! in :i:i
amount not exceediug that proportion <;i
Indian (ax which such income bt.;'rs 10 \'r. ;
entire inco.iie chargeable to Irslian tax

(b) For the purposes of the credit referred ti> in
subparagraph (a) abo-,>\ where the resident
of India is a company by which suruv is
payable, the credit to be allowed ag;;p\t
Indian tax shall be allowed in the i :

instance against the income-tax payable h
the company in India and, as to the balrnce,
if -my, against the su t.ix payable I>y i>. in
India.

Provided that income which in accordance 'vitli
the provisions of this Agreement is not to be sub-
jected to lax may be taker into account in (rdcrlril-
ing the rate of tax to be imposed.

4. 8>or tht; pnrnoses of mrafrnmh 2 <VA , 'he SL-^P
"tax payable in India" shall, wiih respect to a resi-
dent of Canada, other than an individual, 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) serliom 10 (15) (iv), 32A, 80] and 80HH of
the Income-tax Act, 1961 (43 of 1961). so
far a.s they were in force on and have not
been modified since the date of signature
ol this Agreement, or have been modified
only in minor tcspects so as not to affect
their general character ; or

(b) am other provision which may subsequent-
ly be made granting an exemption or re-
duction Irom tax which is agreed by the
competent authorities of the Contracting
.States 10 be of a substantially similar charac-
ter, if it lias no' been modified thereafter
or ha.s been vnodii-rd only in minor respects
so as"'not to aiiY-ct its general character.

Provided that relief lro;n Canadian tax shall not
be yive« l.-y virtue <>f lh;s %:r.is-;r.iph i:i respect of
iiicouif !'. ii.ri a • .• . i:i - >: ,) . 1 r-oi.-ie relates !•:» a
p e : i o ' l H : • . ' n > - > i : - . , l i i f i ' . . : \ i i M i i ' \ e a r s . i ' " t f - r i ' t c

e x s m p t i s ; < r t v m . » , r i c \ i v • ' > ; < s i ' , ' , • - . J i a n . a x > - .

first g r : % . . ! i . - d i v , u s . : • • < • - , i , _ • , ' • ( f ' ; i r : , < d ; i - i ) . . p e e l o f

th:;' Mj'iir;

?>. l-'oi '!ie juirposfs ni i'iis Arri< it. prafus, intt^ms-
or gai;.-, c-f n lesidcni ui. •;. ilci u ;u/:i-:g State which
ai'c fax;-'' in I'-.S n-lici Co-:ii;-nc'.i«ig State in accord-
r'iii." v.'ji'i >::h Aaieeraeiu si.r.L' be- dec-sned to axis.:-
Iroiii .simi(os in thai other S>jiie.

C1!-U»TER V

NPEf'.IAL PROVLSJONS

\uiele 24

NOK-DIS(.:R S \{ INATION

1. I'iie nationals of a Contracting State shall not
be subjected in (Si-' of'.m Contracting State to any
(axaiioii or <n\ re<ji;iu'i!!<"nt cf>;i'.!ected therewith
which i\ other or nwn.- burckJISO-IH- than the taxa-
tion .and tonne*, fed (I ' tmirements t<> nii ich natioij . is
of Ui.1; ot!:er y.-iu- ic. ihe •jam-, t i>: mr-srinces ate uv'
may be subjected.

2. T h e ta\atio-,i on a •sfiinaneiit establishratnt
which an enterpj'iic of a Coniraci in^ State has in (he
other Con*(,K'tinc .*>!-""" shr-li not l-i* !JSS favourably
levied i i 1 h:«1 oiher S:di- thi'n :he taxnt'.sn Jevic;'
on ente.i>rr,cs >>f ;<i;:! •-••!>er St.-.i-.- r.r.nhv;; on the
samt1 M ti\ iiif.Tv.

:>. NoiliMii; in 'his Ar;jY!> shall l.-e construed as
oblig.i1;-'^ t C'">P"'.ri: 1 iri's S'-iie1 to ennit i f resides>'<r "!
the otiier Co.tiacuJU* Slate any personal allowaus •"•,
reliefs and n^d net ions for taxation purposes on .u-
count of civil status or family responsibilities which
it grams to ifs own residents.

4, Noth.'n;-' in this AiliYle shall be construed as
preventing :

("a) Canada L-om imposing on the earnings of
a conmanv rttributr.ble 10 a permanent
establishment 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 Slate, the capital of
which is wholly or partly owned or controlled,
directly or indirectly, by one or more residents*of'the
other Contracting State, shall not be subjected in the.
first-mentioned State to any taxation or any require-
ment connected therewith which is other or more
burdensome than the taxation and connected re-
quirements to which other similar enterprises of the
first-mentioqed State, the capital of which is whollv
OT partly owned or controlled, direct!/ or indirect!},
by one or mote residents of a third State; are or
may be ;-.:•!-.] ecto '.

6. In this- A7-'elf, thf umn "'tir.ation" 'me^ns tax(:>>
w'-ich are ;'-•:; \ inject of this Agreement.

Ar.i.it- 25

• MUTUAL AC!l / iE\JL\" ' PRCX7£D!:Rr.

1. Where a m-ident o; a Contracting Sia:e consi-
ders that the actions of one Or both of the Contra.'t-
ing States re>u)i or will result for him in taxation not
in accordance with the provisions of this Agreement,
he may, notwithstanding the remedies provided by
•the national IPWS ol those Stales, present his ruse
in writing to the cornp. tent authority of the Con-
tracting State of which he is a resident. The rase
must be presented within two years from the first
notification of the action which gives rise to taxation
not in accordance with the Agreement.

2. The (oiTrxient authority referred to in para-
graph 1 sha!! endeavotu, if the objection appears to
it to be justified and if it is not ioell able to arrivc
at an appropriate Solution, to resolve the case b\
mutual agreement with the competent authority of
the other Contracting St-M .̂ with a view to the
avoidance of taxation not in accordance with the
Agreement.

3. A Contracting S'ate shall not, alter the expiry
of the time limits provided in its national laws and.
in any case, after five yean from the end of the fiscal
year in which the income concerned has accrued, in-
crease i'-e tax b:»sc of a resident of either of the
Contracting States I.-, 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 case of fraud, wilful default or neglect.

4. The competent authorities of the Contracting
States shall endeavour to resolve by mutual agree-
ment any difficulties on doubts arising ns to the inter-
pretation or application of the Agreement.

5. The competent authorities of the Contracting
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 insofar as the taxation thereunder is not
contrary to this agreement. The exchange of infor-
mation is not restricted by Article 1. Any information
received by a Contrac ring Stale shall be treated as
secret in the same manner as information obtained
under the domes tit: kws of that State and shall be
disclosed only to persons or authorities (including
courts and administrative bodies) involved in the
assessment or collection of, i'ie etifonement -in :.;s-.
pect ot, or the t'et'.Tminatiu'n of appeals in rclat'on
to, the t-ixe; v;hid( rrc (he subject of tit'.- Agreement.
Such )>f:r-,o.ia ••. n:t'v:r::;es ;;u.,iJi use We informs ii»n
only for .s'jcl; vorn >s-^. These peri-.nu.-, r-. r.ill-ofi.-k-s
may disclose the I il'orinalion in public f>> i"i i>r:ice-
ediags or in judicial de: *sio;is.

2. In no r::sc I'lall the provisions <>t i>an:,i:i J<-!E I
be coii-i.rucd so ;>s to impose o;i otic of the (.'.o!K~ii'-
ing States the ob!i;.:iUon :

(a) to car:-, out administr iiive measures at
variance wish the laws or the admini.str.ifive
practice of that or of the other Contracf,og
State;

(b) to supply inlormation which is not obt..-li-
able u.id'jr the lav/s or in the normal CM.I.H;
of she administration of that or of the <» '!er
{^>ntrading State :

(c) to su'*5>ly infomia'ioii which \/c>idd disoiose
any trade, business,, industrial, commercial
or professional secret or trade process, or
in formation, the disclosure of which wosuld
be contrary to public policv (-ji-der pubU") .

Article 27

DIPLOMATIC AND CONSULAR OFFICIALS

Not!-ing in tin's Agi'eement shall affect the iiscal
privileges <>f members of diplomatic 'or consular mis-
sions under t:ie general rules of international 'aw
or under the provisions of special agi-et-rnents.

.-VrtkJe 28

MISCEIJ.ANEOl'S RULES

1. T h t provisions of this Agreement shall not be
construed to restrict in any manner .a-ry exclusion,
exemption, deduction, credit, or other allowance now
or hereafter accorded by the laws of one of the Con-
tracting States i;1 the detenninnuoii of the tax im-
posed by that C'>nSrruting State.

2. The competent authorities of the Contrach'ng
States may communicate with each other directly inr
the purpose o' applying this Agreement.
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CHAPTER VI

FiXAL PROVISIONS

Article 29

LNTRY IN J O FORCE

' 1. This Agreement shall b-j >-;U;>ie<l am! the instru-
ments of ratification shall be excln:>gcd at Oftaw.a

2, The, Agreement sliall enuT into tortc- upon the
exeinmge oi instfimirnli ol ratification and its pio-

"Visians shall have effect :

(a) in Canada :

(i) in respect ol' tax withheld .at the source
. , on amounts paid or credited to non-resi-

dents on or alter the first day of January in
the calendar year next lollowing that in
which the exchange o! instruments of
ratification tnVes place : and

(it) in respeci of other Cai:::-.'\m i.-\ for tax-
1 ation yeats beginning en <>r after the first

day of January in the c.lendar year next
following that in which -!ic exchange ol

, instruments of ratification takes pl.ue";

(b) in India, in respect of income assessable for
any assessment year commencing- on or after
the lir.st dav of April in the calendar year
next following thai, in which the exchange
of instruments of ratification takes place.

S. XotwilV-tPiidinE; the provisions of pat;:gr,uph 2,
the p -j\;h">:^ .;! \r;irle 9 shall have effect for tax-
ation years beginning on or after I he d?y which is
six years prior to the da\ of the es;s;har>ge of instru-
ments of ratification.

Article 30

TERMINATION

This Agreement shall continue MI efleit indefinitely
but either Contracting State may, on or before fune
30 in any calendar year after (he expiry of
five years i ron tbe year in which it outers into force,
give notice ol 'uminution to th; o'her Contracting
•State and in sncii event the Agreement shall cease to
have effect :

(a) in Canada :

t'i) in respect of tax withheld at the source
on amounts paid or credited to non-resi-
dents on or after the first day of January
in the calendar year next following that
in which the notice is given : and

(ii) in respect of other Canadian tax for tax-
ation year3 beginning on or after the first
day of Jauoary in the calendar v::-.ir next
following that in whirl: the not ire ii
given ;

(b) in India, in respect of i:;c;.^ic- assessable for
any assessment year commencing on or after
the first day of April in the calendar year
next following that in which the notice is
given.

IN WITNESS WHEREOF the •••• '• -I ::•. .!. didy-
a u t h o r i z e d t o t h a t e f f e c t , h a v e s i g n e • ' : ' < • \ , / . • : • • M I ' .

DONE in duplicate at NEW DELHI , this
.">Oth day of Occi>;r One thoos;md nine hundred
and eighufive in the Hindi. English and Frenci*
languages, each version being equally authentic.

TOR THE GOVERN MEN" I' OF INDIA :

;M. S. NARAYANAN)
VtUUtional Secretary

FOR THE GOVERNMENT OF CANADA :

(WILLIAM T. WARDEN)

High Commissioner

PROTOCOL

Ai the signing of the Agreement between Canada
,;nd India, for the Avoidante of Doub>»J Taxat'on and
the Prevention of Fiscal Evasion with respect to
rf axes on Income, the undersigned havj a;rre".d noon
'I;? following prov'sioris which shall be an i r t e ^ a !
D.trt of the Agreement :

1. With reference to !>ar;igraph 1 of Article 6,
it is understood tlivu it also applie- to pro-
fits derived from the alienation of immov-
able property.

2. With reference to •raragraph 1 of Article 7,
it is understood that no deduction shall be
allowed in respect of amounts, if anv, p^id
(otherwise than tovvi'ds reimbursement of
actual expenses) by the permanent establish-
ment to the head office of the enterurise or
any of its other offices, by w.av of royalties,
fees or other siin'lar u-ivmsn's in return for
the use of patents, know-how or other
rights, or by wav of comm"v;:on or other
charges, for specific services nerformed or
for management, by way of interest on
money lent to the permanent establishment.
Likewise, no account shall be taken, in the
deiermination of the profi's of a permanent
establishment for amounts charged (other-
wise than towards reimbursement of actual
expenses'), bv the permanent establishment
to die head office of th'j enterprise or any
<>£ its other offices, bv way of royalties, fees
or other similar payments in return for the
use oi patents, know-how or other rights, or
by w,p of commission or other charges, for
specific services performed or for manage-
ment, bv wav of interest, on money lent to
the he,ad office of the enterprise or any o£
Us other offices.

.•'). With rc-lerence to paragraph li (n) of Article
11, it is understood that, in the case H of
India, the limita'.ion provided therein shall
apply only as long a;; 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 out of the exempt sur-
plus of a foreign affiliate resident in India.
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4. With reference to paragraph 2 of Article 13,
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 oi' signature of this Agree-
ment India would accept a rare lower than
SO per cent for the taxation of royalties or
fees for technical services paid by a resident
of India to a resident o£ that State, it is
understood that such lower rate will auto-
matically be applied for the taxation oE
royalties and ices for technical services paid
by a resident of India to a resident of Canada
where the royalties or fees lor technical ser-
v'ecs are paid in respect of a right or pro-
perty which is first granted, or under a
contract which is signed after the date of
entry into force of the first-mentioned Agree-
ment or Convention.

5. 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.

7. With reference to the said Agreement, it is
understood and agreed that nothing therein
stated shall be construed as preventing
Canada from imposing a tax on amounts
included in the income of a resident of
Canada according to section 91 (Foreign
Accrual Property Income) of the Canadian
Income Tax Act.

IN WITNESS WHEREOF the undersigned, duly
authorised to that elfcct, have signed this Protocol.

DONE in duplicate at NEW DELHI , this
30th day ot October One thousand nine hundred

and eighiyfive in the Hindi, English and French
languages, each version being equally authentic.

FOR THE GOVERNMENT OF INDIA :
(M. S. NARAYANAN)
Additional Secretary.

FOR THE GOVERNMENT OF CANADA

(WILLIAM T. WARDEN)

High Commissioner
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