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MINISTRY OF FINANCE
(Department of Revenue)

NOTIFICATION
\ IncoME~-TAx
New Delhi, the 9th March 1960

G.S.R. 316.—Whereas the annexed agreement for the avoldance of double
taxation of income between the Governments of India and Denmark has been ratified
and the instruments of ratification exchanged, as required by Article XX of the said
Agreement:

Now, therefore, in exercisa of the powers conferred by Section 40A of the Indian
Income-tax Act, 1922 (11 of 1922), the Central Government hereby directs that all
provigions of the said Agreement shall be given effect to in the Union of India.

ANNEXURRE

AGREEMENT BETWEEN THE GOVERNMENTS OF INDIA AND DENMARK
FOR THE AVOIDANCE OF DOUBLE TAXATION OF INCOME

Whereas the Governments of India and Denmark desire to conclude an
Agreement for the avoidance of double taxation of income;

Now, therefore, 1t is hereby agreed as follows:

ARTICLR L

(1) The faxes which are the subject of the present Agreement are:

(a) in India: the Income tax, the super tax, the surcharge, imposed under
the Indian Income-tax Act, 1822 (11 of 1822) herelnafter referred
to as “Indlan tax”;

(b) In Denmark: National income taxes and communal lncome taxes herein-
after referred to as “Danish tax".

(2) The present Agreement shall also anply to any other taxes of a substan-
tially similar character imposed in Indla or Denmark subsequent to the date of
pignature of the present Agreement.

ArricLe 11

(1) In the present Agreement, unless the context otherwise requires:

(a) The term “Denmark” means the kingdom of Denmark excluding the
Faree Islands and Greenland; '

(b) the terms “one of the terrifories” and “the other territory" mean
Denmark or India as the context requires;

(87)
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(¢) the term “person” Includes natural persons, companies and all other
entitles which are treated as taxable units under the tax laws in
force In the respective territories;

(d) the term ‘'company” means any entity which i8 treated as a body
corporate or as a company for fax purposes;

(e) the term “tax” means the Danish tax or Indlan {ax, as the context
requires;

(f) the terms “resident of Denmark” and “resident of Indla” mean, resg-
pectively, a person who s resident in Denmark for the purposes of
Danish tax and not resident in India for the purposes of Indian tax,
and a person who is resident in India for the purposes of Indian tax
and not resident in Denmark for the purposes of Danish tax.

A company shell be regarded as resident in Denmark if it is Incorporated
Denmark or its business iz wholly managed and controlled in
Denmark; a company shall be regarded as resident in India if it Is
incorporated in India or its budlness is wholly managed and con-
trolled in India; | |

(g). the terms “Danish enterprise” and “Indian enterprise” mean, respec-
tively, an industrial or commercial enterprise or undertaking carried
on by a resident of Penmark and an industrial or commercial enter-
prise or undertaking carrled on by a resident of India; and the terms
“enterprise of one of the territories” and “enterprise of the other
territory” mean a Danish enterprise or an Indlan enterprise, as the
context requires;

(b) the term *“permanent establishment” means a fixed place of business
in which the business of I1'.he enterprise 18 wholly or partly carried
on; |

(aa) The term “fixed place of business’ ghall include a place of manage-
ment, 8 branch, an office, a factory, a workshop, a warehouse and
& mine, quarry or other place of extraction of natural resources.

(bb) An enterprise of one of the territorles shall be deemed to have g
fixed place of business in the other territory if it carries on in
that other territory a congiruction, installation or assembly pro-
ject or the like. | |

(cc) The use of more storage facilities or the maintenance of a place of
business exclusively for the purchase of goods or merchandise and
not for any processing of such goods or merchandise in the terri-
tory of purchase, shall not constitute a permanent establishment.

(dd) A person actlng in one of the territories for or on behalf of an
enterprise of the other territory shall be deemed to be a perma-
nent establishment in the flrst-mentioned territory, if

1. he has and habitually exercises in the first-mentioned territory a
eneral authority to negotinte and enter into contracts for or on
alf of the enterprise, unless the activities of the person
are lmited exclusively {o the purchase of goods or merchandise
for the enterprise, or -

2. he habitually maintains In the first-mentioned territory a stock of
goods or merchandise belonging to the enterprise from which the
person regularly dellvers goods or merchandlse for er on behalf
of the enterprise, or

3. he hablitually secures orders in the flrst-mentioned territory, wholly
or almost wholly for the enterprise itself, or for the enterprise
and other enterprises which are controlled by it or have a con-
trolling Interest In if.

(ee) A broker of a genuinely independent status who merely acts as an
intermediary between an enterprise of one pf the territorles and
A prospective customer in the other territory shall not be d
to be a permanent establishment in that other territory where such
activitles do not involve securing of orders within the meaning of
sub-paragraph (dd) 3. above.

(1) The fact that a company, which is a resident of one of the territories,
has a subsidlary company which either iz a resident of the other
territory or carrjes on a trade of business in that other territory
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whether through a permanent establishment or otherwise shall not,
of itself, constitute that subsidiary company a permanent establish-
ment of its parent company.

‘(1) The term “competent authority” means in the case of Indla, the Central
Government in the Ministry of Finance, Department of Revenue, or
its suthorized representative, and in the case of Denmark, the
Minister of Finance or his authorized representative.

(2) In the application of the provisions of this Agreement in one of the terris
tories any term not otherwise defined In the Agreement shall, unless the context
otherwise requires, have the meaning which it has under the laws in force in that
territory relating to the taxes which are the subject of this Agreement.

ArTICcLE ITI

(1) Subject to the provisions of paragraph (3) below, tax shall not be levied
In one of the territorles on the industrial or commerclal profits of an enterprise
of the other territory unless proflts are derived In the first-mentioned territory
through a permanent establishment of the sald enterprise situated in the first-
mentioned territory. If proflts are so derived, tax may be levied in the flrst-

mentioned territory on the profits attributable to the sald permanent establish
ment,

(2) There shall he attributed to the permanent establishment of an enterprise
of one of the territorles situated in the other territory the industrial or commer-
cial profits which it might be expected to derive In that other territory if it were
an independent enterprise engaged In the szame or similar activities under the
same or similar conditlons and dealing at arm’s length with the enterprise of
which It is a permanent establishment. In any case, where the correct gmount
of profits attributable to a permanent establishment 1s incapeble of determination
or the ascertalnment thereof presents exceptional difficultles, the profits attribut-
able to the establishment may be estimated on a reasonable bagls.

(3) For the purposes of this Agreeament the term “Industrial or commercial
profits” shall not include income In the form of rents, royaltles, interest, dividends,
management charges, remuneration for labour or personal services or income

from the operation of ships or alreratt but shall include rents or royaltles In
respect of cinematographic flims,

ArricLy IV
Where—

(a) an enterprise of one of fhe territorles participates directly or indirectly

in the management, control or capltal of an enterprise of the other
territory, or

‘(b) the same persons particlpate directly or indirectly in the management,
control or eapital of an enterprise of one of the territorles and an
enterprize of the other terrifory, and

In either case conditions are made or imposed between the two enterprises, in
their commerclal or finanelal relations, which differ from those which would be
made between independent enterprises, then any profits which but for those
conditions would have accrued to one of the enterprises but by reason of those

conditlons have not so accrued may be included In the profifs of that enterprise
and laxed accordingly.

AxrTICLE V

(1) Income derived from the operation of alreraft by an enterprise of one of
the territories shall not be taxed in the other territory, unless the aireraft is
operated wholly or mainly between places within {hat other territory.

(2) Paragraph (1) shall likcwise apply in respect of participations {n pools of
any kind by enterprises engaged in alr transport.

Arrrcry VI

(1) When a resident of Denmark, aperating ships, derives profifs from India
through such operstions carried on in India, such profits shall be subjeet to tax

in Denmark as well as In India; hut the tax so charged in India ghall be redueed
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by an amount equal to ﬂttﬁ per cent therof, and the reduced amount of Indian
Yax payable on the profits shall be allowed as a credit against Danish tax charged
in respect of such Income. .

(2) When a resldent of India, operaiing ships, derives profits from Denmark
through such operations carried on in Denmark, such profits shall be subject to
tax in India az well as In Denmark; but the tax so charged in Denmark shall
be reduced by an amount equal to fifty per cent thereof, and the reduced amount
of Danish tax payable on the profits shall be allowed as a credit against Indlan
tax charged In respect of such income.

(3) Paragraphs (1) and (2) shall not apply to profits arising as a result of
eoastal traffic.

ArTICLE VII

Royaltles derlved by a resldent of one of the territories from sources in the
other territory may be taxed only in that other territory.

In this Article, the ferm “royalty” means any royalty or other llke amount
recelved as congideration for the right to use copyrights, artistlc or scientific
works, patents, models, designs, plans, secret processes or formulae, trade-marks
and other llke property or rights, but does not Include any royalty or other like
amount In respect of the operation of mines, quarries or other natural resources
or in respect of cinematographic films.

ArTicLe VIII

Dividends paid by a company which iz a resident of one of the territories to
a resident of the other territory may be taxed only in the first-mentloned territory.

Articre IX

Interest on bonds, securities, notes, debentures or any other form of indebted-
nass, derlved by a resldent of one of the territories from sources in the other
territory may taxed only in that other territory.

ArticLe X

Income from immovable property may be taxed only in the territory in which
the property 1s situated. For this purpose any rent or royally or other income
derived from the operatlon of a mine, quarry or any other exiractlon of natural
resources shall be regarded as income from immovable property.

ArtrcLE XI

Capltal gains arising from the sale, exchange or transfer of o capltal asset,
whether movable or immovale may be taxed only In the territory in which the
capital asset is situated at the time of such sale, exchange or transfer.

ArTrcre XII

(1) Remuneration other than pensions and annuities, vaid in Denmark for
gervices rendered therein out of publle funds of Indla shall not be taxed in
Denmark unless the payment is made to a citlzen of Denmark,

'(2) Remuneration other than pensiong and annuities, pald In India for services
rendered therein, out of public funds of Denmark ghall not be taxed in India
unless the payment is made to a cltizen of Indla.

(3) The provisions of paragraphs (1) and (2) of this Article shall not apply
to payments In respect of gervices in connection with any trade or business
carried on by elther of the Contiracting Partles or poltical gub-divislons thereof
for purposes of profit, -

'(4) 'The provislons of paragraphs (1) and (2) of this Article shall also apply
to remuneration other than pensions and annuities, pald by the Reserve Bank
of India, the Public Rallways Authorities and the Postal Administration of India
and the Natlonal Bank of Denmark, the State Rallways and the Postal Adminje-
tration of Denmark,
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AgTIcLE XTII

Any pensglon or annuity derived by a resident of one of the territorles from
sources in the other territory may be taxed only In that other territory.

In this Article, the term “pension” means & periodlc payment made in con-
slderation of services rendered or by way of compensation for injuries received;
and the term “annuity” means a stated sum payable perlodically at stated times
during life or during a specified or ascertalnable period of tlme wunder an
obligation to make the payments In return for adequate and full consideration
in money or money’'s worth,

ArTIcI® XTIV

(1) Profifs or remuneration from professlonal services (Including services as
a director) or from services ag an employee derlved by an Individual who is a
resident of one of the territorles may be taxed In the other territory only {if
such servicegs are rendered in that other territory.

(2) An Individual who i a resident of India shall nof be taxed In Denmark
on proflts or remuneration referred to in paragraph (1) it
(a) he 1a temporarily present {n Denmark for s perlod or perlods not
exceeding In the aggregafe 183 days during a faxable year,

'(b) the services are rendered for or on behalf of a resident of India,
(e) the profits or remunerations are subject to Indlan tax, and

(d) the profits or remuneration are not deducted In computing the profits
of an enterprise chargeable to Danish tax.

(3) An Individual who is a resident of Denmark shall not be taxed in India
on the profits or remuneration referred to In paragraph (1) If

(a) he is femporarily present in Indla for a period or perlods not exceed-
Ing In the aggregate 183 days during a relevant ‘“previous year”,

(b)Y the services are rendered for or on behalf of a resident of Denmark,
(¢) the profits or remuneration are sublect to Danish tax, and

(dy the profits or remuneration are not deducted in computing the profits
of an enterprise chargesble to Indlan tax.

(4) Where an Individual permanently or predominantly renders services on
ships or aircraft operated by an enterprise of one of the territorles
such services shall be deemed fo be rendered In that territory.

ArTICt® XV

A professor or teacher from one of the territories, who receives remuneration
for teaching, during a period of temporary residence not exceeding two years, at
a university, college, school or other educational Institution In the other territory,
shall not be taxed in that other territory, in respect of that remuneration.

Antrcre XVI '

An individual from one of the territories who 1s femporarily present in the
other territory solely

(a) as a student at a universMy, college or school in such other terrifory,
(b) as a business apprentice, or

‘(c) as the reciplent of a grant, allowance or award for the primary purpose
of study or research from a religlous, charitable, sclentific or educa-
tlonal organisation shall not be taxed in the other territory in respect
of remittances from abroad for the purposes of his malntenance, edu-
catlon or training, in respect of a scholarship, and in respect of any
amount representing remuneration for services rendered in that other
territory, provided that such services are in connection with his

studles or tralning or are necessary for the purpose of his wain-
tenance,
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Artrcry XVII

(1) The laws in force in either of the ferritorles will contlnue to geovern the
assessment and taxation of income In the respective territories except where
express provision to the contrary Is made In this Agreement.

(2) Subject to the provisions of Article VI, income from sources within Den-
mark which under the laws of Denmark and in accordance with this Agreement
Iz subject to tax in Demmark either directly or by d?dugtion shall net be subject
to Indjan tax.

(3) Subject to the provisions of Article VI, income from sources within India
which under the laws of India and In accordamce with this Agreement s subject
to tax in India either directly or by deduction shall not he subject to Danish tax.

(4) Notwithstanding the provisions of paragraphs (2) and (3) of this Article,
the items of income which under the laws of the two territorles should be taken
Into account for calculating the rate of tax to be Imposed shall continue to be so
taken Into account,

ArmreLr XVITIT

The competent authoritles shall exchange such information (being Information
which is at thelr disposal under thelr respective taxation laws in the normal
course of administration) as {s necessary for carrylng out the provislons of the
present Agreement. Any, Information so exchanged shall be treated as secret
and shall not be disclosed to any persons other than those concerned with the
assessment and collection of the taxes which are the subject of the present Agree-
ment. No Information as aforegald shall be exchanged by the competent authority
of one of fhe territories which would disclose any trade, business, industrial or
professlonel secret or any trade process to the authority of the other territory.

ArTICLR XTX

(1) Where a resident of one of the territories shows proof that the action of
the taxation authoritles of the other territory has resulted or will result in double
taxation contrary to the provisions of the present Agreement, he shall be entitled
to present his caze to the competent authority of the territory of which he is a
resident, Should his claim be deemed worthy of consideration, the competent
authority to which the clalm is made shall endeavour to come to an agreement
with the competent authority of the other territory with a view to avolding
double taxation.

(2) The competent authorities of the Contracting Partles may likewise come
to an agreement for the purpose of avolding double taxation in cases not other-
wise provided for by this Agreement as well ags in cases where the interpretation
or the applieation of this Agreement glves rise to difficulties or doubts.

ArtIcLE XX

(1) The presemt Agreement shall be ratified by both the Governments and
the Instruments of ratification shall be exchanged at New Dalhi,

(2) Thereupon, the Agreement shall have effect:

(a) in Indla, for any year of assegsment, beginning on or after the 1st
April, 1059,

(b) in Denmark, for any year of assessment, beginning on or after the
1st April, 1959,

ArTrcLe XXIT

This Agreement shall continue In effecf Indefinitely but either of the Con-
tracting Partles may on or before the 30th day of June in any calendar year after
10681 give to the other Contracting Party notice of termination, and In such event
this Agreement shall cease to be eflectlve—

(a) in India. for any year of assesgment beglnning on or after the 1st April
next following such written notlce of termination,

(b) in Denmark, for any taxable year beginning on or asfter the l1st Apri]
next followlng such wrltten notice of termination.
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Anrrcry XXIX

This Agreement may be made applicable either in its entlrety, or with modi-
fleations, In respect of -the territortes of the Paroe Islands and Greenland, if such
territories Impose taxes of a character substantially similar to the taxes specified
in Article I of this Agreement, and if such territories so desire and the Govern-
ment of Indla agrees to such applicatlon. For this purpose, the Contracting
Purttes will communicate by an exchange of notes, incorporating the modifications
and the conditions under which the Agreement will be applicable:

In witnhese whereot the undersigned duly authorised thereto have signed this
Agreement and have affixed thereto thelr seals,

b Dtigggin duplicate at Copenhagen in the English language, on the -168th Septem-
er, .

(8.) KEwAL SINgH. | (s.) J. O. Krag.
EMBASSY OF INDIA

BrockHoLM
September 16, 1959
Monsieur le Ministre,

The Agreement betweem the Government of Indla and Royal Government of
Denmark for the Avoidance of Double” Taxation of Ineome being signed to-da
I have the honour on behalf of the Government of India, to inform you that the
provisions of Article VI of the sald Agreement will not affect the application of
the provisions of Sections 444, and 44B of the Indian Income-tax Act 1922, relating
to the assessment of proflts from occasional shipping and tramp steamers, provided
that when an adjustment is to be made under Section 44C of the Indian Income-tax
Act, 1B22 in the cage of occasipnal shipping or tramp steamers, the provisions
of Article VI of the Agreement will apply.

I should be grateful if you conflrm your agreement to the above understanding
of the provislons of Artlcle VI of the sald Agreement, and that In such case,
this note and your reply thereto shall be deemed to be part of the Agreement.

Pleace accept, Monsleur le Ministre, the assurance of my highest consideration.

(8d.) KEwaL SINGH,

Ambassador of India.
His Excellency M, J. O. Krag,

The Minister for Foreign Affairs,
The Royal Governmenf of Denmark,
Copenhagen.

| I CorrnuaGeN, 10th September, 1959.
Monsieur ' Ambassadeur, |

I have the honour to acknowledge receipt of your note of to-day’s date reading
ag follows:

“Mongleur le Ministre,

The Agreement between the Government of Indla and the Royal Govern-
ment of Denmark for the Avoldance of Double Taxation of Income
being signed to-day, I have the honour on behalt of the Government
of India, to inform you that the provisions of Article VI of the said
Agreement will not affect the application of the provislons of Sections
44A, and 44B of the Indian Income-tax Act 1922, relating to the
asgessment of profits from occasional shipping and tramp steamers
provided that when an adjustment is to be made under Section 44¢
of the Indlan Income-tax Act, 1922 in the case of occaslonal shipping
or tramp steamers, the provislons of Article VI of the Agreement
will apply.

I should be grateful if you conflrm your agreement to the sbove understanda
ing of the provisions of Article VI of the said Agreement, and that in

such case, this note and your reply thereto shall be deemed to be
part of the Agreement.
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Pleaseuaccept, Monsleur le Ministre, the assurance of my highest considera-
On-"

In reply, I have the honour to state that the Danish Government agree to the
above understanding and agree that Your Excellency’s Note and the present
reply shall be deemed to be part of the Agreement.

I avall myself of this opportunity fo renew to you, Sir, the assurance of my
highest consideration.

(8d.) J. O. Krag,
His Fxcellency
Mr. Kewal Singh,
Ambassador of India.

‘(Nao. 23)
'[No. 25/26/58-1T.]
V. V. CHARI, Jf. Secy.
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