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ANNEXURE

AGREEMENT
BE1WEEN

The Government of India

AND

Ihe Government ot Italy

FOR

The Avoiddu:e OE Double Taxation and
The Prevention ot Hscal e\asion with lespeet to

taxes on income

The Government oi Indn and the Go\emment of Italy
Desiring to conclude an Agieement for the avoidance of

double taxation and the prevention ut fiscal evasion with
respect to taxes on income,

Have agreed as fellows

CHAPTER I

Scope of the Agreement

ARTICLE I

Personal Scope

This AB r e e m e I U shall appjj lo person* who are residents
of one or both of the Contiaciing States.

ART ICLE 2

Taxes Covered

I. "Ihe taxes to v.rach this Agteement shall apply aie :
(a) In the case of India :

1. the income-tax including any surcharge thereon
imposed under the Income-tax Act, 1961 (43 of
1961);

2. the surtax imposed undei the Corrtpanes (Profits)
Surtax Act, 1964 (7 of 1064);

(heiealtci lcfened to as "Indian tax").

(b) In the eate o£ Italy :
1. the peiHmul income UIK (1 'iniposta Mil jeddito

delle porscne fisiche);

2. the coiporace income tax (1 'jrrspo&la stil reddito
delle peisoi'e giuiidiche);

3. the local income i n (I imposia '(cale su reddito);
even it thev are collected by withholding taxes
at the souicc

(heieaJter leiN-ned to as "Italian tax').

2. The Agreement shall also apply to any identical or
substantially similar' ta^ss which are imposed by either
Contracting State altei the date of signature of the piesent
Agreement in addition to, or in place of the taxes referred
to in paragraph 1 of this Ariicle.

3. At the end of cac'i yea;, the competent autnoiities of
the Contiacting States shall notjfv <o each other any
changes which have been made in then respective taxation
laws which are 'He subject of this Agreement and furnish
copies of relevant enacf'ien's and regulations.

C H A r i t R ir
DEFINITIONS

Article 3
fi&NFRAI DEFINITIONS

I. For ihe puin'si-s r>t thk A£(eemt*n<, unless the context
otherwise requires :

(a) the terra 'ifn.lirf" means the tenitory ot India and
includes the teiiitorial sea and an space above it

as well as any othiri maritime zone which, according
to the internal law ot India, is a maritime zone in
which India nas ceitain rights and to theiuextend
that those lights can be exercised therein as if
such maritime zone is a part of the territory ot

India;

(b) the teim "Italy" means the Republic of Italy includ-
ing the iemtoual waters of Italy and auspace above
them, as, well as any area beyond the said teiri-
tonal v\liters, specifically it includes the sea-bed and
the sub-soil contiguous to the terntory of the penin-
sula and the Italian nlamis situated beyond the
territory wateis wnh bounds indicated by the Iia-
lian lavv o.i the exploration and the exploitation of
their natural lesources;

(c) the teinis "a Contracting State" and "the other
Contracting St.ite"' mean India or Italy, as the con-
text requires;

(d) the term "tax" means Indian tax oi Italian tax, as
the conttxt lequires;

(e) the term "peison" shall have the meaning assigned
to it m the taxation laws in force in ihe respective
Contracting States;

(f) the term "Company" means any body corporate or
any entity which is treated as a company or a body
corporate under the. taxation laws of the lespective
Contracting States;

(g) the term "enteiprise of a Contracting State" and
"enterpuse of the other Contracting State'' mean,
respective] y, an enterprise carried on oy a resident
of a Contracting State and an enterprise carried on
by a resident of the other Contracting State;

(h) the terra 'fiscal year" in relation to Indian tax
means 'previous year' as defined in the Income-tax
Act, 1961 (43 of 1961);

(i) the term 'international traffic" means any transport
by a ship oi aircraft operated by an enteiprise which
has its place of effective management in a Con-
tracting State, except when the ship or aircraft is
operated solely between places in the other Con-
tiacting Siate;

(j) Ihe teun •'competent authonty" means in the case
oj£ India, the Central Government in the Depart-
ment of Revenue; and in the case of Italy, the
Ministry of Finance.

2. In the application of the provisions of this Agreement
by one of the Conlracung States, any term not defined here-
in shall, unless th.5 context otherwise requites, have the
meaning which it nas under the Taws in force in that State
relating to the taxes, which are the subject of thU Agree-
tnent.

Article 4

FISCAL DOMICILE

1. t-oi the puipo-es of this Agreement the term 'lesi-
dent of a Contracting State" means any person who is A
lesident of that StJ'e :n accoidance with the taxation laws
of that State.

2. Where by reason of the provisions of paragraph 1, an
individual is a lesident of both Contracting States, then his
tesidential status tor tJie purposes of this Agreement shall
he determined in accoidance with the following rules :

(a) He shall Ye deemed to be a resident of the Con-
tracting State in which he has a permanent home
available to him. If he has a permanent home

available to him in both Contiacting States, he
shall be deemerl to be a resident of the Contracting
State with which his personal and economic rela.
tions .ue cloier (hereinaftei referred to as his
"centre of vital interests");
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(b) Tf the Contracting State in which he has his ceiitre
of vital interest canont be determined, or if be
does not have a permanent home available to him in

•either Contracting State, he shall be deemed to be
a "resident of the Contracting State in which he
has an habitual abode;

(c) If he has an habitual abode in both Contracting
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 States or
of neither of them, the competent authorities of
the Contracting States shall settle the question by
mutual agreement.

3. Where by reason of the provisions of paragraph 1, a
person other than an individual is a resident of both the
Contracting States, then it shall be deemed to be a resident
of the Contracting State in which its place of effecthe man-
agement is situated.

Article 5

PERMANENT ESTABLISHMENT

1. For the purposes of this Agreement, the term "perma-
nent establishment" means a fixed place of business in which
'he business of tl'e enterprise is wholly or pailly carried on.

2 The term "permanent establishment" shall include
"specially :

fa) a place of management;

(b) a branch;

(c) an office;

(d) a factory; '

(e) a workshop;

(f) premises used as a sales outlet or for receiving or
soliciting orders;

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

(h) a building site or construction, installation or assem-
bly project or supervisory activities in connection
therewith, where such site, project or supervisory
activity continuous for a period of more than three
months

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

(a) the use of facilities solely for the purpose of stor-
age or display of goods or merchandise belonging
to the enterprises;

(b) the maintenance of a stock of goods or merchan-
dise belonging to the enterprise solely for the pur-
pose of storage or display;

(c) the maintenance of a stock of goods or merchan-
dise belonging to the enterprise solely for the pur-
pose of processing by another enterprise;

(d) the maintenance of a fixed place of business solely
for the purpose of purchasing goods or merchan-
dise, or for collecting information for the enter-
prise;

fe) the maintenance of a fixed place of business solely
for the purpose of advertising, for the supply of
information or for scientific research, being acti-
vities jolefv of a preparatory or auxiliary character
in the trade or business of the enterprise.

4 A person acting ir> a Contracting State for or on behalf
of nn enterprise of tl-e other Contracting State—other than
an i"ent of an independent status to whom paragraph 5
a»rjl;es—shall be deemed to be a permanent establishment
of that enterprise in the first-mentioned State If:

(<i) he has and habitually exercises in that State, an autho-
rity to concfude contrcats for or on behalf of the
enterprise, unless his activities are limited to the
purchase of poods or merchandise for the enter-
prise; O!

(b) he habitually maintains in the first-mentioned Con-
tracting State a stock of goods or merchandise be-
longing to the enterprise from which he regularly
delivers gopds or merchandise for or on behalf of
the enterprise.

5. An enterprise of_a Contracting State shall not be deem-
ed to have a permanent establishment in the other Contract-
ing State merely because it carried on business in that other
State thiough a broker, general commislsion agent or any
other agent of an independent status, where such persons
are acting in the ordinary course of their business. How-
ever, if the activities of such an agent are earned out wholly
or almost whollv for the enterprise (or for the enterprise
and other entei prises which are controlled by it or have a
controlling inteiest in it) he shall not be considered to be
an agent of "an independent status" for the purpose of this
paragraph.

6. The fact that a company which is a resident of a Con-
tracting State control's or is controlled by a comoauy which
is a resident of the other Contracting State, or which carries
on business in that othei State (whether through a perma-
nent establishment or otherwise), shall not of itself con-
stitute either company a permanent establishment of the
other

CHAPTER III

TAXATION OF INCOME

Article 6

INCOME FROM1 IMMOVABLE PROPERTY

1. Income from immovable property may be taxed in the
Contracting State in which such property is situated.

2. The term "immovable property" shall be defined in ac-
cordance with ihe law and usage of the .Contracting State
in which the property is situated. The term shall in any
case include propertv accessory to immovable property, live-
stock and equipment used in agriculture and forestry, rights
to which the provisions of generaT law respecting landed pro-
perty apply, usefruct of immovable property and rights to
variable or fixed payments as consideration for the working
of, or the rights to work, mineial deposits oil wells, quarries
and other places of extraction of naturaf resources. Ships
and aircraft shall not be regarded as immovable property.

3 The provisions of paragraph 1 shall applv to income
derived from the direct use, Tetting, or use in any other form
of immovable property.

4 The provisions of paragraphs 1 and 3 shall also applv
to the income from immovable propertv of an enterprise and
to income frcri immovable propertv used for the perfor-
mance of professional services.

Article' 7

BUSINESS PROFITS

1 The profits of an enterpirse of a Contracting State shall
be taxable only in that Contracting State unless the enter-
prise carries on business in the other Contracting State
through a permanent establishment situated therein. If the
enterprise carries on business as aforesaid, the profits of the
enterprise rrny he taxed in the other Contracting State but
onTv so much of them ns is attributable to that permanent
establ'shment.

? Where an enter-irne of a Contracting Slate carries on
HWness ip the oilier Contracting State through a permanent
es'nW^hment sitm'ed therein, there shall in each Cofftract-
ine State be attribu4ed to that permanent establishment the
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profit1; vhn . l t '< MIIEIH br e\pe< t?d in mr\\e- if i ? ip ^ cji
Hin t and scp,ii.i •- r n i u p n s e u i M g u i in Itic NC»ri o\ sirml ti

activities, under ihc MHK OI Mtnilai conditions, and (leafing
wholly mdependea ly with the eineipusc of winch it is a
peimanent establishment.

3 Tn so fai as it has been customary in a Coot acting
Staie to de'umine iht pioiits 1o be jtmbuted lo a permanent

establishment on (lie o isis oi an appoitionmeni ^f the total
profits of the en erpuse to its vano is rarts, nothing in para-
giaph 2 shall pieclude hat Contracting State tiom detei-
inining the pxork, to be tax^u h\ >u 'i an appc/uonment as
may br customaiv; <re method of apportionment adopted
shall, however, oe such that the result shall be in accordance
with the principles Lud down in this Article, in any case,
wheie the conect amount of prot.it* attubutable to a i eirna-
nent establishment «. incapable of deteiminaUcn or the
ascertainment theieof piescn's e\i.ertiornl difficulties, the
pi outs aitribui ible k the pel Tarn nt e1-* blisn.i'ent may be
estimated on a icason.iHe baris

4 In the determination of the profits of a pewianent esta-
blishment, these shall be alfowed as deductions expenses
which aie incurred fui the purposes of the business of the
permanent estaohshment including t,xec >ive and general ad-
ministrative expenses so inclined, whetner in the State in
which the permanent establishment is sitva'ad o r elsewheie

5 No profits shall be attributed to a permanent establish-
ment by reason of the inere purchase by that permanent
establishment of goods or me > chandise for the purpose of
export to the enterpn^e of which it is the permanent esta-
blishment.

6 For the purposes of the preceding paragraphs, the profits
to be attributed to (he peimanent establishment sbalj be
determined by the sirne method year by year i.-nless there
is good and sufficient reason to the contrary.

7. Where profit-, include items of income which are dealt
with separately in othei Articles of this Agreement then the
precisions of those Articles shall not be affected by the
provisions of this Article.

Att'cle 8

AIR TRANSPORT

1 Income derived i om> liie opeiauon cf auciaft in inter-
national traffic b} ,in tPterpn'e ui one of the Contracting
S'jtts shall not be ta*e.i n the othei Contirc'i.ig St 1'e.

2 Paragiaph 1 shail likewise apply in respect of partici-
pation in pools of'any kind bv enterprises engaged in air
transport

3. For the purposes of this Article : ,

(a) interest on funds connected with the opeiat'on of
aircraft in international traffic shall be legaided as
income fiorn the opciation of such auciaft, ind

(b) the teim "operation of airuaft" shall mean business
of tiansportation by air of persons, livestock, goods
or mail, earned on bv the owners or lessees or
charteieis of aircraft, including the sale of tickets
for such transportation on behalf ot other entei-
prises, *he vncidentil leas" of aircr?f't and any other
activity duectly connected vvi«h such transpoitation.

Article 0

SHIPPING

1. Income of an enterprise of ore of the Contracting
States derived from the oiber Cont'-acting Stnte from the
operation of ships in international traffic may be taxed in
that otlvr C^-i'.io'inu ^tate, but the lax chaigeabl^ in that
other ContU'cii'ii! Si.'to .%n such income shall be reduced by
an amount equal to i'ri\ per cent of such tax.

** F'or th« piTpo>-ei; of t)'fipr->;*>1i I «•'' thr̂  Vi Side, income
FIOITI I h e rrjicr I ' n n o j s h i p s m m(r n i l u m . i l tinffit s h a l l
in. Ii t ic

(a) piofus derived fiom the rental on a full or bareboat
bisrs Jt ships if such rental profits are incidental
io th; jp< ition of ships in internaiional tiaffic ;
and

(b) p'oivs touted fiom the use maintenance oi rental
of r<mt iircs fincluding trailers and related equip-
nif it for the transport of containers') in connection
with (lip tianspoit of wods oi nicrchind'se in inter-
national tiafiic

3 Paragraph 1 sh ill not apply to profits nnsing as a result
of lOasta] tr.ifir

Article JO

ASSOCIATFD FNTFRPRTSI S

Where :

fa) an enterprise of a Contracting State participates
directly o1' indirectly in tbp rr in'isrement. control
or capi<al cf an enteipiise of the other Contracting
State or

(b) the same persons narticipa'? directK or indirectly
in (he manacement, control or capital of an enter-
prise of a Tontracting State and an enterprise of
the other Contracting State,

and in either cT-e conditions are made or imposed between
the two enterprises in their commercial or financial relations
which differ from thn>;p which would be made between inde-
pendent enfeiprises, then anv piofits which would, but for
thos*1 conditions have ace red to one of the enterprises, but,
by re "son of those conditions, have not so acciued mav be
included ;n the rT°fits of that en'eiprise and fixed accordingly.

Article 11

nrVTOFNDS

1 Dividends paid bv a company which is a resident of a
Cont I acting State to i icsident of the other Contracting State
rr> iv be tnxrd in both the Conti acting States

2. The terms ' dividends" as used in this Article means
income from shares, "jouissance" shares or "iouicc tnce"
ricrhts. mining shines., founders' shares oi other rights, not
being debt-claims, participating in profits as we1l as income
from other corporate rights which is subiected to the same
taxation treatment as income from shares by the taxation
law of the State of which the company rmiong the distribu-
tion is a -resident. \

3 Where a compinv which is a resident of a Contracting
Stcte derives nrolits or income from the other Contracting
Stpte thpt other State may not impos- any tax on the
d'v "'ends p id bv the companv. except in«iftr as snch divi-
dend'' are naid to a lesident of that other State or insofjr
as the holding in r>=soeet of vvhich the dividends are paid is
effertfvplv connected with a permanent establishment or a
fiv,vi bsse situated in that other StPte y *r>bi»-t tfi» ror—iinv'«
ni-f'-'stributed nrofts to n tax on undistributed profits, even
if <V dividends piid or thp undistributed profits r-onsist
1 ' ''v o>- p-Mtlw of ptofits or income arising in snrh other

Article 12

TNTFRFST

1 fnterest ^risin"' in n Contiactinc Stite ind piid to a
ii»«'lent î f 'he othei Contiactinc Sta'e nriy be tixed in
hnn, 'he C^ntra<*''n" S'Ttes

? Nntwithstandina- th<» prov'>iois rvf pa> tn^Ti 1 the tax
rhprseaWe in P Contracting St-ife on intet 7* aiisinw ir that *
State and paid to a resident of the other Contracting State
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in respect of loans or debts shall not exceed 15 per Cent of
the gross amount of such interest.

3. Notwithstanding the provisions of paragraph 2, interest
arising in a Contracting State shall be exempt from tax m
that State if :

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

(b) the interest is paid to any agency or instrumentality
(including a financial institution) which may bo
agreed upon in this behalf by the two Contracting
States.

4. The term "interest" as used in this Article means income
from Government securities, bonds or debentures, whether
or "not secured by mortgage and whether or not carrying a
right to participate in profits, and debt-claims of every kind
as well as all other income assimilated to income from money
lent by the taxation law of the State in which the income
arises.

5. The provisions of paragraphs 1 and 2 shaH not apply
if the recipient of the interest, being a resident of a Contract-
ing State, carries on business in the other Contracting States
in which the interest arises, through a permanent establish-
ment situated therein, or performs in that other State pro-
fession ?\ services from a fixed base situated therein, and the
debt-claim in respect of which the interest is paid is effectively
conneted with such permanent es*ablishment or fixed base.
In such a case, the interest is taxable in that other Contracting
State according to its own law.

6. Interest shall be deemed to arise in a Contracting State
when the payer is that State itself, a political or adminis-
trative subdivision, a local authority or a resident of that
State. Where, however, the persons paying the interest,
whether he is a resident of a Contracting State or not, has
in a Contacting State a permanent establishment in connec-
tion with which the indebtedness on which the interest is
paid was. incurred, and such interest is borne bv such nenna-
uent establishment, then such interest shall be deemed te
arise in the Contracting State in which the permanent esta-
blishment 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
of this Article shall apnly 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, doss
regard being had to the other provisions of this Agreement.

Article 13

ROYALTIES

1. Royalties arising in a Contracting State and paid ta a
resident of the other Contracting State may be taxed ia
"both the Contracting States.

2. Royalties shall be deemed to arise in a Contracting State
when the payer is that State itself, a political or administra-
tive sub-division, a local authority or a resident of that State.
Where, however, the person paying the royalties, whether
he is a resident of a Contracting State or not, has in a
Contracting S*ate a rermanent establishment in connection
with which the liability to pay the royalties was incurred,
and such royalities are borne bv such permanent establish-
ment, then such royalities shall be deemed to arise in the
Contracting State in which the permanent establishment i»
situated.

3. The term "royalties" as used in this Article means
payments of any kind received as a consideration for the »se
of. or the right to use, anv copyright of literary, artistic a t
scientific work including cinemato°ranti films and films or
tapes for radio or television broadcasting, anv paWi*, *Tade
mark, design or model, plan, secret formula or process, or
for the use of. or the right to use, industrial, commercial or
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scientific equipment or for information concerning industrial,
commercial or scientific experience.

4. Where, owing to a special relationship between the payer •
and the recipient or between both ot tbem and some otner
person, the amount of the royalties paid, having regard to
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, tho
p-ovisions of this Article shall apply only to the last-men-
tionsd amount. In that case, the excess part of the payaments
shall remain taxable according to the law of each Contracting
State, due regard being had to the other provisions of this
Agreement

Article 14

CAPITAL GAINS

1. Subject to the provisions of paragraph 3, gains from the
sale, exchange or transfer of a capital asset being immovable
property, as defined in paragraph 2 of Article 6, or from the
•ale. exchanse or transfer of any movable property, whether
tangib'e or intangible, may be taxed in the Contracting State
in which such property is situated immediately before such
tale, exchange or transfer.

2. For the purpose of this Article, the situs of the shares
m a company shall be deemed to be in the Contracting State
in which the company is incorporated.

3. Capital gains derived from the sale, exchange or transfer
of a capital asset beine a ship or aircraft operated bv an
enterprise of a Contracting State shall be taxable only in the
Contracting State in which the place of effective management
at the enterprise is situated.

Article 15

INDEPENDENT PERSONAL SERVICES

1. Income derived by a resident of a Contracting State in
respect of professional services or other independent activi-
ties of a similar character may be taxed in that State. Such
Jncome may also be taxed in the other Contracting State if
such services are performed in that other State and if ;

(a) he is present in that other State for a period or
periods aggregating 90 days in the relevant fiscal
year; or

(b) he has a fWed base regulaWy available to him in
t' at other S t t e for the purpose of performing his
activities: but only so mu h of the income as fa
attributable to that fixed base.

2. The term "professional services" includes independent
scientific, literary, artistic, educational or teaching activities
as well as the independent activities of physicians, surgeons,
lawyers, engineers, architects, dentists and accountants.

Article 16

DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articles 17, 18, and 20,
salaries, wages and other similar remuneration derived by a
resident of a Contracting State in respect 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, ^uch rero'tnerption as is derived therefrom,
may be taxed in that other Stats.

2. Notwithstanding the provisions of paragraph 1, -remu-
neration derived bv a resident of a Contraccing State in-res-
pect 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 State for a period
or periods not exceeding in the aggregate 183 days
in the fiscal year concerned, and

(b) the remuneration is paid by, or on behalf of, an
errmlover who is not a resident of the other State,
and • • >
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(c) the remuneration is not borne by a permanent esta-
blishment or a fixed base which the employer has
in the other Sta'e.

3. Notwithstanding the preceding provisions of this Article,
remuneration in respect of an employment exercised abroad
a ship or aircraft in internal lutial traffic, may be taxed >n the
Contracting State in whicn the place of effective management
oi the enterprise is situated.

Article 17

DIRECTORS" FEES

Directors' fees and similar payments derived by a resident
of a Contracting State in his t.apacjtv as a member of the
Board of Director of a company which is a resident of the
other Contacting State may be taxed in that other Contiaciimj
State.

Aiticle ]&

ARTISTES AND ATHLETES

1. Notwithstanding the provisions of Articles 15 and 16.
income derived by public entertainers (such as theatre, motion
picture, radio or television anis'es, and musician1;) and by
athletes, from their personal activities as U'rh may be iaxeJ
in the Contracting State in which these activities are exercised
unless the visit to that State is wholly or substan iall / sppon-
ed, directly or indirectly, by public funds ot the Government
Of the other Contracting Slate.

2. Notwithstanding anything contained in this Agieemcnt,
Where the services mentioned in paragraph 1 are provided in
a Contracting State by an enterprise of the other Contracting
State, the profits derived from providing these services by
such enterprise may be taxed in the flrstmentioned Slate
unless the enterprise is wholly or substanlinlly supported,
directly or indirectly, by public funds of the Government
of the other Contracting State m connection with ths provision
of such services.

3. For the purpose of this Article, the term "public funds
Ot the Government" shall include public /-JP<3S created by
the Government or a political or administrative sub-division
or a local authority thereof.

Article 1")

PENSIONS

Subject to the provisions of paragraph 2 of Article 20,
pensions and other similar le".itineration paid to a resident
of a Contracting Sta'e in consideration of past employment
may be taxed in both the Coatra cling States.

Article 20

GOVERNMENT SERVICE

1. (a) Remuneration, other than n pension, paid by a
Contracting State or a politi^l cr an administrative
sub-division or a local authority theieof to any
individual in respeel of services n-ndered to that
State or sub-division or local authority thereof shall
be taxable only in that State.

(b) However, such remuneration shall be taxab'e only
in the other Contracting S'ate if the services aie
rendered in that State rid the recipient is a resident
of that other Contracting State who is a national
of that State.

2. Any pension paid by. :--T out of funds created by, a
Contracting State or a political or an pdmimstrathe sub-
division or a local authority thereof to anv individual in
respect of services rendered to that State or sub division or
local authority thereof shall be taxable only in that State.

3. The provisions of Artb'es 16. 17 and 19 shall anplv tt»
remuneration and pensions in respect of scvices icnde-ed in
connection with anv business carried on bv a Cwracting
State or a nolitical or an administrative sub-division or a
local authority thereof.

Article 21

PROFESSORS, TEACHERS AND RESEARCHERS

1. A professor or teacher who makes a temporary visit
to a Contracting State for a period not exceeding two years
for the purpose of teaching or conducting research at a
university, college, school or other educational institution,
owned by the Government or non-profit organisations, and
who is, or immediately before such visit wat>, a resident of
the other Contracting State shall be exempt fiom ta.x in the
ftrst-mentioned Contracting State in lespect of remuneration
for such teaching or research.

2. This Article shall not auplv to income from research
if such research is undertaken primarily £or the private
benefit of a specific person or persons.

Article 22

STUDENTS AND TRAINEES

1. An individual who is a resident of a Contracting State
and visits the other Contracting State solely :

(a) as a student at a university, college or other recog-
nised educational instituiion in that other (Jontracting
State, or

(b) as a bus'ness apprentice, or

(c) for the purpose of study, research or training, as a
recipient of a grcnt, allowance or award, from a
governmental, religious, charitable, scientific or
educational organisation.

stall be exempt from tax in that other Contracting State :

(i) on his remuneration and all remittances from
abroad for the purposes of maintenance, education
or training;

(ii) on the grant, allowance or award: and

(HI) in respect of the amount, representing remuneration
for an employment in that other Contracting State,
to the extent such remuneration does not exceed
2,200,000 Italian- Liras or its equivalent in Indian
Rupees, as the case may be, in any year.

2. An individual who is a resident of a Contracting State
and who visits the other Contracting State for a period not
exceeding one year as an employee of, or under contract with,
an enterprise of the first-mentioned Contracting State or an
organisation referred to in paragraph 1 for the primary pur-
pose of acquiring technical, professional or business experience
from a person o*her than such enterprise or organisation
shall be exempt from tax in that other Contracting State in
respect of remuneration for an employment in that other
Contracting Stile for such period, to the extent such remu-
neration does not exceed 2.500,000 Italian Liras or ito
equivalent in Indian Rupees, as the case may be, in any year.

Article 23

OTHER INCOME

Items of income of a resident of a Contracting _ State,
wherever arising, not dealt with in the foreeoing Articles of
this Agreement may be taxed in both the Contracting States.

CHAPTER IV

Article 24

METHOD FOR ELIMINATION OF DOUBLE
TAXATION

1. It is agreed that double taxation shali be avoided io
accordance with the following paragraphs of this Article :

2. (a) The amount of Italian tax payable, under the
laws of Italy and in accordance witn the provisions
of this Agreement, whether directly or bv deduc-
tion, by a resident of India, in respect of income
from sources within Italy whv-h has been sub'ected
to tax both in India and Italy, shall be allowed
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as a credit against the Indian tax payable in respect
of such income but in an amount not exceeding

y* that proportion of Indian tax which such income
bears to the entire income chargeable to Indian tax.

(b) For the purposes of credit referred to, in sub-para-
graph (a) above, where the resident of India is a
company by which surtax is payable, the credit to
be allowed against Indian tax snail be allowed in
the first instance against the income-tax payable by
the company in India and. as to the balance, if any,
against the surtax payable by it in India.

3. (a) If a resident of Italy owns items of income which
are taxable in the Republic of India, Italy, in deter-
mining its income taxes specified in Article 2 of this
Agreement, .may include in the basis upon which
such taxes are imposed the said items of income,
unless specific provisions of chis Agreement other-
wise provide.

In such a case, Italy shall deduct from the taxes so cal-
culated the Indian tax on income, but in an amount
not exceeding that proportion of the aforesaid
Italian tax which such items of income begr to the
entire income. On the contrary no deduction will
be granted if the item of income is subjected in
Italy a final withholding tax_ by request of the re-
cipient of the said income in accordance with the
Italian law.

(b) For the purposes of paragraphs 2 and 3 of this
Article, where tax en business profits, dividends,
interest or royalties arising in a Contracting State
is exempted or reduced in accordance with the
taxation laws of that State, such tax which has been
exempted or reduced shall be deertied to hav& been
paid.

4. Income which in accordance with the provisions of this
Agreement is not to be subjected to tax in a Contracting
State may be taken into account for calculating the rate of
tax to be imposed in that Contracting State on other income.

CHAPTER V

SPECIAL PROVISIONS

Article 25

NON-DISCRIMINATION

1. The nationals of a Contracting State shall not be
subjected in the other Contracting tvtate to any taxation or
any requirement connected therewith which is other or more
burdensome than the taxation and connected requirements to
which nationals of that o«her State in the same circumstances
and under the same conditions are or may be subjected.

2. The term "nationals of a Contracting State" means :

(a) all individuals possessing the nationality of that
Contracting State ;

(b) all legal persons, partnerships and associations de-
riving their status as such from the law in force
in that Contracting State.

3. The taxation on a permanent etablishment which an en-
terprise of a Cotracting State has in the oilier Contracting
State shall not be less favourably levied in that other State
than the taxation levied on enterprises of that other State
carrying on the same nrtivities in the same circumstances or
under the same conditions.

4. Nothing contained in this Article shpll be construed as
oblising a Contracting State to front to rersons not re^'det
in that State anv personal allowances, reliefs and reductions
for taxation purposes which are by law available only to
persons who are so resident.

5. Enterprises of a Contractine S'ate, the capital of which
Is wholly or partly nwned or controlled, directlv or indirectly.
by one or more residents of the o'her Contractine Sta*e. sh,all
-o* he subjected in the first-mentioned Contracting State fo

any taxation or any requirement connected therewith which
is other or more burdensome than the taxation and
Connected requirements to which other similar enterprises of
that first-mentioned State are or may be subjected in the
same circumstances and under the same conditions.

6. In this Article, the term "taxation" means taxes which
are the subject of this Asrsement.

Article 26

MUTUAL AGREEMENT PROCEDURE

1. Where a resident Qf a Contracting State considers that
the actions of one or both jf tbe Conti acting States result
or will result for him in taxation not in accordance with this
Agreement, he may, notwithstanding the remedies provided by
the national laws of these States, present his case to the
competent authority of the Contracting State cf which he
is a resident. The claim must be lodged within two years
from the date of the assessment or of the withholding of
tax at the source whichever is the later.

2. The competent authority shall endeavour, if the ob-
jection appears to »t to be justified and if it is not itself able
to arrive at an appropriate solution to resolve the case by
mutual agreement with the competent authority of the other
Contracting State, with a view to the avoidance of taxation
not in accordance with the Agreement.

3. The competent authorities o< ths Contracting States shall
endeavour to resolve by mutudl agreemeni any rti/iiculties or
doubts arising as to the intcrprcitioa or application of the
Agreement. They may also consult together for the elimi-
nation of double taxation in cases not provided for in the
Agreement.

4. The competent authorities of the Contracting States may
comrftunicate with each other di.ectty for the purpose of
reaching an agreement in the sense of the pieceding oaragrapbs.
When it seems advisable in order to reach agreement to have
an oral exchange of opinions, such exchange may take place
through a Commission consisf'ng of representatives of the
competent authorities of the Contracting States.

Article 27

EXCHANGE OF INFORMATION

1. The competent authorities of the Contracting States
shall exchange such information or document as is neces-
sary for carrying out the provisions of this Agreement or
for the prevention or detection of evasion or avoidance of
the taxes which are the subject of this Agreement. Any
information or document so exchanged shall be treated as
secret but may be disclosed to persons (including a Court
or administrative body) concerned with the assessment,
collections, enforcement, investigation or prosecution in
respect of the taxes which are the subject of this Agree-
ment, or any frauds connected therewith, or to person*
with respect to whom" the information or document relates.

2. The exchange of information or documents shall be
either on a routine basis or on request with reference to
particular cases of bath. The competent authorities of the
Contracting States shall agree from time to time on the
Mst of the information or documents which shall be fur-
nished on a routine basis.

3. In no case shall the provisions of paragraph 1 be
construed so as to impose on a Contracting State the
obligation: <

(a) to carry out administrative measures at variance
with the laws or pdminfctratfve practice of that
or of the other Contracting State;

(b) to suonlv information or documents whieh are net
obtainable under the laws or in the normal course
of the administration of that or of the other Con-
tracting State;
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(c) to supply information or documents which woald
disclose any trade, business, industrial, commercial
or professional secret or trade process or infor-
mation, the disclosure of which would be contrary
to public policy.

Article 28

DIPLOMATIC AND CONSULAR ACTIVITIES

Nothing in this Agreement shall affect the fiscal privileges
of diplomatic or consular officials under the general rules
of international law or under the piuvisions of special agree-
ments.

CHAPTER VI

FINAL (PROVISIONS
Article 29

ENTRY INTO F*>RCE

1. This Agreement shall be ratified and the instruments of
ratification shall bo exchanged a( New Delhi as sooa as
possible.

2. This Agreement shall enter into force on the date of
the exchange of the instruments of ratification and its
provisions shall have effect:

(a.) in India, in respect of income assessable for any
taxable period ("previous year") commencing oa
or after the 1st day of April, 1977.

(b) in Italy, in respect of income assessable for any
taxable period commencing on or after the 1st
January, 1577.

3. The existing Agreement for the avoidance of doable
taxation of income of enterprises operating aircraft dated
the 3rd February, 1970 shall cease to have effect upon the
entry into force of this Agreement,

Article 30

TERMINATION

This Agreement shall remain in force indefinitely but
either^ of the Contracting States may on or before 30th
June in any calender year beginning after the expiration of
a period of five years from the date of «'ts entry into force
give to the other Contracting State, through diplomatic
channels, written notice of termination.

In such event the Agreement shall cease to have effect :
(a) in India, in respect of income assessable for any

taxable period ("previous year") commencing on
or after the 1st day of April in the calendar year
next following that in which such notice is grVen.

<b) in Italy, in respect of income assessable for any
taxable period commencing on or after the I8t
day of January in lbs calendar year next following
that in which such notice is given.

In witness thereof the undersigned, duty authorised thereto,
have signed the present Agreement.

Done in duplicate at Rome, tfle 12th day of January, I9«f,
in the English, Hindi and Italian languages, all te>tj. being
equally authoritative except m the case of doubt when ibe
English text shall prevail.

FOP the Govt. of India t'oc the Govt of Italy
«l- SdJ-

(J. C Ajmani) (Maurizb Bucci)

PROTOCOL

To the Agreement between the Republic of India and the
Republic of Italy for the avoidance of doubfe taxation and
the prevention of fisca? evasion with respect to taxes oa
mcome.

At the signing of the Agreement concluded today, between
the Republic of Tndia and the Republic of Italy for the
avoidance of double taxation and the prevention of fiscal
evasion with lespect to taxes on income, the undersigned
have agreed upon the following additional provisions which
shall from an integral part of the said Agreement ;

1ft is understisod :
(a) that with reference to Article 5, paragraph 2,

a warehouse in relation to a person providing
storage facilities normally for others, and

' an installation or structure used for the explora-
tion of natural resources.

shall be deemed a« a permanent establishment;

Cb) that, with reference to Article 7, paragraph 4. the
expression "expenses which are incurred for the
purposes of the business of the permanent estab-
lishment" means :

the expenses directly connected with the activity
of the permanent establishment, and
royalties, commissions and interest to the extent
of the actual amount of expenses reimbursed,
And in bo+h cses as edmisstbie in accordance
with the provisions of the taxation laws of the
Contracting State in which the permanent
establishment is situated;

(c) that, with reference to Article 12, paragraph 2,
the expression "loans or debts" means, in the case
of India, loans or debts approved in this behalf
by the Government of India;

(d) that, with reference to Article 23, the e?pression
"other income" includes fees for technical ser-
vices;

(e) that, with reference to Article 24, paragraph 4,
"tax exempted or reduced" means, in the case of
India, anv amount which would have been pay-
able as Indian fax but for a deduction al'owed in
commit "ne the taxable inrome or an exemption of
reduction of tax granted for that year under:—

(j) .y»f»:r.in 1(V4>. 10M4V iOnSHivi, 32A, 33A
jwrnTf. SOT fltv* ROK of the Tncome-fax Act,
1961 (41 of 19fii •> so fa1" -1 fl>ev we*e in force
on and have not been modified since the date of
s?minilui"e of this Agreement or have been modi-
fied oniv in r"''nor respects so as not to affect
their general character;

(ii) anv other nrovWon which mav snb«<*<nien*!v be
made prnnfino an exe^n'i^n or reduction frnm
tax which ?•» aereerl bv the comrwtent authori-
ties of the Contracting States to he of a «nbs-
t!>n*in"v similar chir^rtpr if it h^i not bee«
r"od:fi'"d thereafter or has been modified on!" in
r";nnr r<*8t>ects go as not to affect its general
character.

»
(f) that. wi<n i™ f l"ew to Article 26. wrporarih I. the

eYfV^sion "no*""*h«:tPTid!nCf thg re™**^?^ provK?**d
bv the national laws" means i"hat the mutual
gnfaatnprtt >".r.'-(«'fl"-= i<! not J>1*prn'lf'"'* t o tt>e
nn*inn->J o r^'narv n r o c e ^ i " ^ whVh <shritJ he in
anv cas<> nreventiyi" initiated when the clairn is
related wr'th an n«es<>ment of taxes not in accord-
prirg tn'h this Agreement;

In witness thereof the undersiened. duly authorised thereto,
have siened the piesent Protocol.

Done in duplicate it Rome, the 12th dav of January ?98t,
in the Fnglish ffindi nnd Italian tankages, all texts being
Bonajlv authoritptjve except in the case of doubt when the
English text shall prevail.

For Ihe Govt. of India

sd!-
(J. C. Ajmani)

For the Government of Italy

Sd[-
(Maurfzio Bucci 1
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N. SUBRAMANIAN ADDITIONAL SECRETARY

D.O. No. -5O1|1O|73-FTD

29th February, 1984

Excellency,

I liave the honour to refer to the Agreement between the
Government of India and the Government of Italy for the
Avoidance of Double Taxation and Fiscal Evasion with
respect to taxes on Income signed in Rome on the 12th
January, 1981 and the Protocol to the Agreement signed in
Rome on the 12th January, 1981 and to state that in para
(e) of the Protocol after the word "payable" appearing in
the third line, the words "in respect of taxable year" have
been added before the words "as Indian tax". •

The English text will now read as "payable in respect of
taxable year as Indian tax".

The correspondent Hindi text reads:

"fotft sift ift«T *f ^ ?n^=sr 3f vixtfw w>< 4 ^q * § T "

The correspondent Italian text will read; "corrisposts in
relazions ad urn anno imponibile come imposta indiana".

I have the honour to propose that the letter and your
Excellency's reply concurring therein will constitute an inte-
gral part of the Protocol to the Agreement mentioned
above.

Yours sincerely,
Sd|- (N. SUBRAMANIAN)

H. E. Ambassador Renato Ruggiero,
Director General for Economic Affairs,
Ministry of ^Foreign Affairs,
Government of Italy,
CJo Embassy of Italy,
New Delhi.

Sd|-

(Renato Ruggiero)

New Delhi, the 29th February, 1984.

Excellency,

I have the honour to refer to your Excellency's letter
dated 29th February, 1984 which reads as follows :

"I have the honour to refer to the Agreement betweea
the Government of. India and the Government of Italy for
the Avoidance of Double Taxation and Fiscal Evasion with
respect to Taxes on Income signed in Rome on the 12th
January, 1981 and the Protocol to the Agreement signed in
Rome on the 12th January, 1981 and to state that in para
(e) of the Protocol after the word "payable" appearing in
the third line, the word "in respect of taxaable year" have
been added before the words "as Indian tax".

The English text will now read as "payable in respect of
a taxable year as Indian tax".

The correspondent Italian text will read: "corrisposte in
relazione ad un anno imponibile come imposta indiana".

The correspondent Hindi text reads:

I have the honour to propose that the letter and your
Excellency's reply concurring therein will constitute an inte-
gral part of the Protocol to the Agreement mentioned
above.

I have the honour to inform you that the Government of
Italy agrees on the contents of the letter.

Yours Sincerely,

Sd|-

(Amb. Renato Ruggiero)

Mr. N. Subramanian,
Additional Secretary,
Deptt. of Revenue,
Ministry of Finance,
Govt. of India.

[No. 6647|F. No. 501|10l73-FTD]
V. U. ERADI, Jt. Secy.
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