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MINISTRY OF FINANCE

(Department of Revenue)

NOTIFICATION

New Delhi, the 2nd April, 1996
(Tncome-tax)

G.S.R. 173(E).—Whereas the annexed Convention bet-
ween the Government of the Republic of India and the
Government of the Republic of Philippines for the avoid-
ance of double taxation and the prevention of fiscal eva-
sion with respect to taxes on income has entered into force
on the 21st March, 1994, after the notification by both the
Contracting States to each other of the completion of the
procedures required under their laws for bringing into force
of the said Convention in accordance with Article 29 of the
said Convention;

Now, therefore, in exercise of the powers conferred by
Section 90 of the Income-tax Act, 1961 (43 of 1961), the
Central Government hereby directs that all the provisions
of the said Convention shall be given effect to in the Union
of India.

ANNEXURE

CONVENTION BETWEEN THE REPUBLIC OF INDIA
AND THE REPUBLIC OF THE PHILIPPINES FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE PRE-
VENTION OF FISCAL EVASION WITH RESPECT TO

TAXES ON INCOME

The Government of the Republic of India and the Gov-
ernment of the Republic of the Philippines,

Desiiirif, to conclude a Convention for the avoidance of
double taxation and the prevention of fiscal evasion with
respect to taxes on income,

Have agreed as follows :

Article 1

PERSONAL SCOPE

This Convention shall apply to persons who are residents
of one or both of the Contracting States.

Article 2

TAXES COVERED

1. This Convention shall apply to taxes of income imposed
on behalf of each Contracting State, irrespective of the man-
ner in which they are levied.

2. Theie shall be regarded as taxes on income nil taxes
imposed on total income or on elements of income, includ-
ing taxes on gains from the alienation of movable or immov-
able property, and taxes on the total amounts of wages or
salaries paid by enterprises.

3. The taxes to which this Convention shall apply are :

(H) in India :

(i) the income tax including any surcharge thereon
imposed under the Income-tax Act, 1961 (43 of
19fil) ;

(ii) the surtax imposed under the Companies (Pro-
fits) Surtax Act, 1964 (7 of 1964) ;
(herein referred to as "Indian tax").

(b) in the Philippines :—The income taxes imposed by
the Government of the Republic of the Philippine; ;
(herein referred to as "Philippine tax").

4, The Convention shall also apply to any identical or
substantially similar taxes which are imposed by either Con-
tracting State after the date of signature of the present
Convention in addition to, or in place of, the taxes referred
to in ptiragraph 1. The competent authorities of the Con-
tracting States shall notify each other of any substantial
changes which are made in their respective taxation Jaws,

Article 3

GENERAL DEFINITIONS

1. In this Convention, unless the context otherwise re-
quires :

(a) the term "India" means the territory of Tndia and
includes the territoriM sen and air space above it,
as well as any other maritime zone in which India
has sovereign rights, other rights and jurisdictions,
according to the Indian law and in accordance wilh
international law/the U.N, Convention on the Law
of the Sea ;

(b) the term "Philippines" means the Republic of the
Philippines and when used in a geographical sense
means the national territory comprising the Re-
public of the Philippines ;

(c) the terms "a Contracting State" and "the other
Contracting State" mean India or the Philippines
as the context requires;

(d) the term "tax" means Indian tax., or Philippine tnx,
as the context requires, but shall not include any
amount which is payable in respect of any default
or omission in relation to the taxes to which this
Convention applies or which represents a penalty
imposed relating to those taxes ;

(c) the term "person" includes an individual, a com-
pany trad any other taxable unit under the taxation
laws in force in the respective Contracting States ;

(f) the term "company" means any body corporate or
any entity which is treated as a company or body
corporate under the taxation laws in force in the
icspective Contracting States ;

(g) the term "enterprise of a Contracting State" and
'"enterprise of the other Contracting State" mean
respectively an enterprise carried on by a resident
of a Contracting State and an enterprise carried
on by a resident of the other Contracting State;

(h) the term "competent authority" means in the case
of India, the Central Government in the Ministry
of Finance (Department of Revenue) or their
authorised representative; and in the case of the
Philippines, the Secretary of Finance or his autho-
rized representative ;

(i) the term "national" means any individual, possessing
the citizenship of a Contracting State and tiny legal
person, partnership or association deriving Its status
from the laws in force in the Contracting State ;

(j) the term "international traffic" means any transport
by a ship or aircraft operated by an enterprise of
a Contracting State, except when the ship or air-
craft is operated solely between places in" the other
Contracting State.

2 As regards the application of tb.e Convention by a Con-
trachny State, any term not denned therein shall, unless the
„ H t h i ™'1Se, Tlql"riS' h a v e t h e m e a n i "S which it has
t h e ^ o n ^ t i o n 0 ^ , 8 ' 3 4 6 ^ ^ t h e * * t 0 ^ h

Article 4

RESIDENT

1. For the purposes of this Convention, the term "resident
of a Contracting State" means any person who under thl
laws of that State, is liable to ta / the^ in by reason of £
dormc.le residence, place of mar^cment or any o"her cri-
terion of a similar nature. But this ternj do« not include
anv person who is liable to tnx in that sTateto reSert X
of income from sources in that State. ^ y

. } : .W h? r t!- b v ^ason of the provisions of paraorarjh 1 a"
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(uj be shall be deemed to be a resident of the State in
which he has a permanent home available to him;
if he has a permanent home available to him in both
Slates, he shall ba deemed to be a resident of the
State with which his personal and economic relations
are closer (centre of vital interests);

(b) if the State in which he has his centre of vital in-
terests cannot bo determined, or if he has not a
permanent home available to him in either Stale, he
shall be deemed to be a resident of the State in
which he has an habitual abode;

(c) if he has habitual abode in both States or in
neither of them, he shall be deemed to be a resident
of the State of which he is a national; ;

(d) if he ij a national of both States or of neither of
them, the competent authorities of the Contraction
States shall settle the question by mutual agreement.

3. Where, by reason of the provisions of paragraph 1, a
person other than an individa] is a resident of both Cont-
racting States, then it shall be deemed to be a resident of the
State in which its place of effective management is situated.

If the place of effective manasfment cannot be determined,
then the competent authorities shall settle the question by
mutual agreement.

Article 5

PERMANENT ESTABLISHMENT

1. For the purposes of this Convention, the term perma-
nent establishment" means a fixed place of business throuah
which the business of the cntcrcrise is wholly or partly carried
on

2. The term "permanent establishment" includes especially ;

(a) a place of management ;

(b) a branch;
(c) an office;
(d) a factory;
(e) a workshop;
(f) a mine, an oil or gas well, a quarry or any other

place of extraction of natural resource§;
(g) a place of exploration of natural resources;

(h) a buildinjt site or construction project or supervisory
activities in connection therewith, where such site,
project or activity continues Tor a period of more
tnan six months:

(D a warehouse, in relation to a person providing storaa*
facilities for othres.

3. Notwithstanding the preceding provisions of this Article,
the term "permanent establishment" shall be deemed not W
Include :

(a) the use of facilities solely for the purpose of storace.
display or delivery of goods or merchandise belong-
ing to the enterprise;

(b) the maintenance of a stock of aoods or merchandise
belooginn to the entreprise solely for the purpose of
storaae, display or delivery;

(c) maintenance of a stock of Roods o r merchandise be-
longing to the enterprise eolely for the purpose of
processing by another enterprise;

(d) the maintenance of a fixed place of business solely
for the purpose of purchasing goods or merchandise
or of collecting information, for the enterprise;

fe) the maintenance of a fixed place of business solelv
for the purpose of carrying on, for hte enterprise,
nnv other activity of a preparatory or auxiliary cha-
racter;

(f) the maintenance of a fixed place of business solelv
for anv combination of activities mentioned in suh-
paragranhs (a) to fe), -provided that the overall acti-
vity of the fixed place of business resulting from this

combination is of a pieoatatoiy or auxiliary charac-
ter.

4. A person acting in a Contracting State on behalf of an
enterprise of the other Contractinji State (other than an agent
of an independent status to whom paragraph 6 articles) shall
be deemed to be a permanent establishment in the first-
mentioned State if :

(a) he has, and habitually exercises in that State, an
authority to conclude contracts on behalf of the
enterprise, unless his activities are limited1 to those
mentioned in paragraph 3 of this Article ; or

(b) he has no such authority, but habitually maintains in
thch first-mentioned State a stock of fiOods ot
merchandise from which he regularly delivers goods
or merchandise on behalf of the enterprise; or

(c) in so acting, he manufactures or processes in that
State for the enterprise goods or merchandise belong-
ing to the enterprise.

5.An insurance enterprise of a Contracting State shall,
except in regard1 to reinsurance, be deemed to have a perma-
nent establishment in the other State if it collects premiums
In the territory of that Stae or insure* risks situated therein
through an employee or through u representative who is not
agent of an independent status.

6. An enterprise shall not be deemed to have a permanent
establishment in a Contracting State merely because it carries
on business in that State through a broker, general commission
aeent or any other agent of an independent status, provided
that such persons are acting in the ordinary course of their
business. However, when the activities of such an ajent are
devoted wholly or almost wholly on behalf of the enterprise,
he shall not be considered an acent of an independent status
within the meaning of this paragraph if it is shown that the
transactions between the apent and the enterprise were not
made under arms-lenpth conditions. In such a case, the pro-
visions of paragraph 4 shall apply.

7. The fact that a company which is a resident of a Cont-
racting State controls or is controlled by a company whlci)
is a resident of the other Contracting State, or which carries
on business in that other State (whether through a permanent
establishment or otherwise) shall not of itself constitute for
either company a permanent establishment of the other.

Article 6

INCOME FROM IMMOVABLE PROPERTY

1 .Income derived by a resident of a Contracting State from
immovable property (includinji Income from sericulture or
forestry) situated in the other Contracting State may be taxed
in that other State.

2. The term "immovable property" shall have the meaninc
which it has under the law of the Contracting State in which
the property in question is situated. The term shall in any
case Include property accessory to immovable woperty, live-
stock and equipment used1 in agriculture and forestry, riahts
to which the provisions of general law respecting landed
property apnly, usufruct of immovable property and rights to
variable or fixed payments as consideration for the working of,
or the right to work, mineral deposits, sources and other
natural resources. Ships, boat* and aircraft shall not be re-
garded as Immovable property.

3. The provisions of paragraph 1 shall afro apply to Income
derive from the direct use, lettinc. or use in any other form
of immovable property,

4. The provisions of paragraphs 1 and 3 shall also apply
to the income from immovable property of an enterprise and
to Income from immovnMe monerty used1 for the performance
of Independent personal services.

Article 7

BUSINESS PROFITS

1. The profits of an enterprise of a Contracting State shall
be favabi'1 only in thfl* State unlepi the en'errvn^ carries on
business in the other Cnntractlnn State tnrouph a pemarient
establishment situated1 therein. If the enterprise carries an
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business as aforesaid, the profits of the enterprise may be taxed
m the oth«r-State but only so much of them as is attnoutaole
M̂  thort permanent establishment.

|2, Subject to the provisions of paragraph 3, where an enter-
prise of a Contracting Stats carries on business in the other
Contracting State through a permanent establishment situated
thnqirt, there shall in each Conn-acting State be attribued to.
tjiht permanent eslablishment tlje profits which it might be
txkiected to- make if it were a distinct and separate enterprise
engaged in the same or similar activities under the same or
similar conditions and dealing wholly independently with the
enterprise of which it i& a permanent establishment.

L5. In determining the profits of a permanent establishment,
there shall be. allowed ai deductions expenses which are in-
curred for the purposes of the business of the permanent esta-
blishment including executive nrd Reneral administrative ex-
penses so incurred, whether in the State in which the perma-
ticptt establishment is situated or elsewhere.

|4. In so far as it has been customary in a Contracting State
:o i determine- the profits to be attributed to a permanenj esta-
blishment on the basis of an apportionment of Jhe total profits
if the enterprise to its various parts, nothing in paragraph 2
;hftll preclude that Contracting State from cfetermiiinE the

' sroflts to be taxed by such an apportionment as may bo cus-
»merV -the method of appointment adocted shall however,
be] such that the result shall be in accordance with the prin-
:ioles contained in this article, i

jj. No profits photl be ettriburrd (o a permanent establish-
ment by Vfnson of more purchase by that permanent esta-
iHshment of goods or merchandise for the enterprise.
1 6. For the nurposes of the precedfnc parvraphs. the profits
o be attributed to the permanent establishment shall be deter-
nfried bv the same method veiir bv year unless there is good1

ra^l, sufficient reason to the contrary.

7. Where profits include items of income which are deflt
jiri(h separately in other Articles of the Convention, then the
hyovisioni of tfirre articles shall not be affected by the nrovi-
i!iY>ns of this article.

Article 8

AIR TRANSPORT

1. Profits der'Vid by an enterprise of a Contracting State
Irnfrn the operation of aircraft in international traffic shall be
taxpblcin that State,

2. Notwithstanding the provisions of paragraph 1, profits
prom sources within a Coriti acting State derived by an enter-
TFi>p-of the other Cnntrartinp State from the operation of nir-
Icraft in international traffic may be taxed /in the flrit-mention-
;ed jSti'.te in accordance with its domestic law, but the lax so
'changed shaH be reduced by forty per cent, In no case, how-
(iyrirt shftH the tnx so charged exceed thte lowest rate of Philin-
rtnp tr>\ thiJE mav be immosfd on1 profits of tne same kirid
rerfved under sfrhilar circumstances by a resident of a third
S(a|o. • • -

' 1 . The provisions of puranraph? 1 and 2 shall also anply td
r rojfits m>m the pnrticipation in a pool, a joint business or en
iiifornational operating agency..

Article 9

SHIPPING

I Ii. -Proflt& derived bv an enterprise of a Contracting Sfate
ffpjn the -operation of ships in international traffic shall be
l ^ b l e in that State.

3. Notwithstanding the provisions of paragraph: 1, profits
Fom sources within a Contractine State derived by nn- enter-
prise, of the other Contraction Sifts from the onerntion of
•u(fs in.international traffic mav be taxed in the first-men-
|i ined State in accordance with its domestic law, but the tax
11 :hareed sha.11 be reduced by forty per cent, In no cas».
S^'<-ver. shall the tax so -chnreed exceed thn low-is* rate of
3(iiipn;n(?^"f-that mav be imposed on profits of the same
' 7 , 92;vr<J under, pirnila-r circumstances hy a resident of a

iMfPiWWe. • ;
Ip5| GT/^6— 3.

3. The pro visions of paragraphs 1 and 2 shall also apply
to profits from the participation in a pool, a joint business
or an international operating agency.

Article 10

ASSOCIATED ENTERPRISES

1. Where :

(a) an enterprise of a Contracting State participates
directly or indirectly In the management, control
or capital of an enterprise of the other Contracting
State, or

(b) the same persons participate directly or indirectly
in the management, control or capital of an enter-
prise of a Contracting State and an enterprise of
the other Contracting State,

and in either case conditions are made or imposed between
the two enterprises in their commercial or financial relations
which differ from those which would be made between in-
dependent enterprises, then any profits which would, but fof
those conditions, have accrued to one of the enterprises, but;
by reason of those conditions, have not so accrued, may bo
Included in the profits of that enterprise and taxed accord-
ingly,

2. Whore a Contracting State includes in the profits of an
enterprise of that State—and taxes accordingly—profits on
which an enterprise of the other Contracting State has been
charged to tax in that other State and the profits which
would have accrued to the enterprise of the first-mentioned
State if the conditions made between the two enterprises had
been those which would have been made between intjftfjen-
dent enterprises, then that other State shall make1 an appro-
priate adjustment to the amount of the tax charged therein
on those profils. In determining such adjustment, due regard
shall be had to the other provisions of this Conventipft and
the competent authorities of the Contracting States shall, If
necessary, consult each other.

Article 11

DIVIDENDS

1. Dividends paid by a company which 1" a resident nf a
Contracting State to a resident of tho Qth«r Gontntcttaf
State may be taxed in that other State.

2. However, such dividends may also be taxed in the Con-
tracting State of which the company paying the dividends Is
a resident and according to the laws of that State, but if the
recipient is the beneficial owner of the dividands, the tax
so charged shall not exceed:

fa) J5 per cent of the gross amount of the dividends
if the benOjflcial owner is a company which owns
at least ten1 per cent of the shares of th« compnny
paying the dividends ; • >

'b) 20 per cent of the gross amount of the dividends
m nil other cases.

This pnraftraph shall not affect the taxation of the com-
panv in respect of the profits out of which the dividend* are
paid.

3. The term "dividends" as used in this Article means
Income from shares or other rights, not being debt-claims
part.c.patins in profits, as well as income from other cor^
porato rights which is subjected to the same taxation treat-
ment :,s mcoroe from shares by the laws of the State of
wh.ch the company making the distribution is a resident.

if ih T £* r
fl

ro.vi,sions o f rwacrnnrn 1 and 2 shall not *nr,1v
if the beneficial owner of the dividends, beintf a redJent of
a Contracting State, carries on business in the other C o ^
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5. Wheie a company which is a resident of a Contracting
State derives profits or income from the other Contracting
State, that other State may not impose any tax on the divi-
dends paid by the company except in so far as such divi-
dends arc paid to a resident of that other State or in so far
as the holding in respect of which the dividends are paid
is effectively connected with a permanent establishment or a
fixed bnse situated in that other State, nor subject the com-
pany's undistributed profits to a tax on the company's un-
distributed profits, even if the dividends paid or the undis-
tributed profits consist wholly or partly of profits or income
arising in such other State,

Article J2

INTEREST

1. Interest 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 interest may also be taxed in the Con-
tracting State in which it arises, and according to the laws
of that State, but if the recipient is the beneficial owner
of the interest the ta\ so charged shall not exceed :

(a) 10 per cent of (he gross amount of interest if the
interest is received by a financial institution (includ-
ing insurance companies);

(b) the Philippine tax. on interest paid by a company
which is a resident of the Philippines to a resident
of India in respect of public issues of bonds, de-
bentures or similar obligations shall, nol exceed 10
per cent of the gross amount of interest; and

(c) 15 per cent of the gross amount of interest in all
other cases.

3. Notwithstanding the provisions of paragraph 2—

(a) interest arising in a Contracting Steta. shall be exempt
from tax in that State provided it is derived and
beneficially owner by :

(i) the Government, a political sub-division or a local
authority of the other Contracting State; or

(iij the Central Hank of the other Contracting State;

(lii) other lending institutions as may be specified and
agreed in letters exchanged between the competent
authorities of the Contracting States.,

(bj interest arising in a Contracting State shall be exempt
from tax in that Contracting State to the extent ao-
proved by the Government of that State if it is de-
rived and beneficially owned by any person [other
than a person referred to in sub-paragraph (a)] who
is a resident of the other Contracting State provided
that the transaction giving rise to the debt-claim has
been approved in this regard by the Government of
the nrst-mentioned Contracting State.

4. The term 'interest" as used in this Article means incomr
from debt-claims of evrey kind, including sales on credit of
any industrial, commercial or scientific equipment, whether
or not secured by mortgage and whether or not carrying a
light to participate in the debtor's profits, and in particular,
income from government securities and income from bonds
or debentures, including premiums and pjjizes attaching to
such securities, bonds or debentures. Penalty charges for
lute payment shall not be n.\e.ivdeil as interest for the- purpose
ot the Article.

5. The provisions of paragraphs 1 and 2 shall not apnlv
if the beneficial owner 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 esta-
blishment situated therein, or performs in that other State
independent personal services from a fixed base situated there-
in, and the debt-claim in resnect of which the interest is
paid is effectively connected with such permanent establish-
ment or fixed base. In such CUM. the crovisions of Article
7 or Article 13, as the ca^c may be, shall apply.

6. Interest shall be deemed to arise in a Contracting State
when the payer is that Contracting State itself, a political sub-
division, a local auhority or a resident of that State Where.
however, the person paying the interest, whether he is a resi-
dent of a. Contracting State or not, has in a Contracting State
a permanent establishment or a fixed base in connection with
which the indebtedness on whkh the interest is paid was in-
curred, and such interest is borne by such permanent establish-
ment or fixed base, then such interest shall bo deemed to;
.-irise in the Contracting State in which the permanent esta-
blishment or fixed base is situated.

7. Where, by reason of a special relationship between the
payer and the beneficial owner or between both of them and
some other person, the amount of the interest, having regard
to the debt-claim for which it is paid, exceeds the amount
which wonld have been agreed upon by tho payer and the
beneficial owner in the absence of such relationship, the pro-
visions of this Article shall apply to the last .mentioned
amount. In such case, the excess part of the payments shall
remain taxable according to- the laws of each Contracting
State, due reciird bcinc had to the other provisions of this
Convention.

Article 13

ROYALTIES

1. Royalties arising in a Conlracting State and paid U> a
resident of the other Ccnitractinp State may be taxed in that
other State.

2. However, such royalties may ak*> be taxed in the Con-
tracting State in which they arise and according to the laws
of that State, but if the recipient is the beneficial owner of
the royalties, the tax so charged shall not exceed 15 per cent
of the L,TOSS amount of the royalties provided that such royal-
ties are payable :

ii) in the case of Philippines, by an enterprise which is
registered with the Board of Investment, and

(ii) in the case of India, by an enterprise in pursuance
of any collaboration agreement approved by the Gov-
ernment of Initia,

3, The term "royalties" as used in this Article means pay-
ments of any kind received as a consideration for the use of.
or the right to use, any copyright of literary, artistic or scien-
tific work, including cinematooraph films, yr films or tapes
used for radio or television broadcasting, any patent, trade
mark, design or model, plan, secret formula ot: .process, or for1

the use of, or the right to use, industrial, commerciaLor scien-
tific equipment, or for information concerning industrial, com-
mercial or scientific experience.

4, The provisions of paragraphs 1 and 2 shall not apply if
the beneficial owner of the royalties, being a resident of a
Conlracting State, carries on business in the other Contracting
State in which the revalues arise, through a permanent esta-
blishment situated therein, or performs in that other State
Independent personal services from a fixed base situated there-
in, and the right or property in respect of which the royalties
are paid is effectively connected with such permanent esta-
blishment or fixed base. In such case, the provisions of Article
7 or Article 15. as the case may be, shall apply.

5. Royalties shall be deemed to arise in a Contracting
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 royalties, whether he is a resident of a
Contracting State or not. has in a Contracting State a perma-
nent establishment or a fixed base in connection with which the
liability to pay the royalties was incurred, and such royalties
ore borne by such nermanent cslftblishmeflt or fined base, then
such royalties shall be deemed to arise in the State in which
the permanent establishment or fixed base is situated1.

6, Where, bv reason of special relationship between the
paver antt the beneficial owner or between both of them and
some other person, the amount of rovalttes. having regard toi
the use richt nv information for which th*V are mid exceeds
the amount which would havp heei aorjed upon by the rower1

^nd the beneficial owner in the absence of such relationship,
the provisions of this Article shall PDDIV only to the la»t-
mTilioncd amount. In such case, the excess part of the
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payments abt'll remain taxable according to the laws of each
Contracting State, due regard being had to the other provi-
sions of this Convention.

Article 14

CAPITAL GAINS

J. Gains derived by a resident of a Contracting Slate from
the alienation ol immovable property, referred to in Article 6,
and situated in the other Contracting' State may be taxed in
that other State. '

2. Gains from the alienation of movable property forminfi
part of the business property of a permanent establishment
which an enterprise of a Contracting State has in the- other
Contracting State or of movable property pertaininc to a
fixed ba?e available to a resident of a Contracting State in
the other Cont rac t s State for the purpose of performing
independent personal services, i nc lude such gains fiom the
alienation of such a permanent establishment (alone or toge-
ther with the whole enterprise) or of such fixed base, may be
taxed in that other State.

3. Gains from the ;:K nation of ships or aircraft
operated in international traffic or movable property
pertaining to the •ip.i'acioii of such ships oi aircraft
shall be taxable only in the Contracting State of
which the alienator is a resident.

4. Gains from the alienation of shares of a com-
pany, the property of which consists principally of
immovable property situated in a. Contracting State,
may be taxed in that State. Gains from the alienation
of interest in a partnership or a trust, the property
Of which consists principally of immovable property
situated in a Contracting State, may be taxed in that
State.

5. Gains from the alienation of any property other
than that mentioned in paragraphs 1 .23 and 4 shall
be taxable only in the Contracting State of which
the alienator is a resident.

Article 15

INDEPENDENT PERSONAL SERVICES

1. Income derived by a resident of a Contracting
State in respect of professional services oi other
independent activities of a similar character shall be
taxable only in that State except in the following
circumstances when such income may also be taxed
in the other Contracting State :

(a) if he has 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 ba.se may be taxed
in that other Contracting Slate; or

(b) the recipient is present in the other State
for a period or periods not exceeding in
the aggregate 183 days in the relevant
"previous year" in the case of Republic of
India or "calendar ysar" in the ca.-c of
Republic of fhc Philippines.

2. The term "professional services" include?; inde-
pendent scientific, literary, artistic, educational or
teaching activities, as well as the independent aciivi-
ttes of physicians, surgeons, lawyers, engineer.', vrchi-
tects, dentists, iyid accountants.

Article 16

nRPF.NDFNT PERSONAL SERVICES

1. Subject to the provisions of Articles 17 (Direc-
tors' Fees), 18 (Entertainers and Aihletcs), 19 (Go-
vernment Service), 20( Non-Government Pension:*
and Annuities), 21 (Students and Trainees) and 22
(Professors and Teachers), salaries, wages and other

, similar remuneration derived by i resident of a
Contracting State in respect of an employment shall
be taxable only in that State unless the employmen*
is exercised in the other Contracting St.u?. If the
employment is so exercised, i;uch rsruuneration us is
derived therefrom may be taxed in that other State.

2. Notwithstanding the provisions of paragraph 1,
remuneration derived by a resident if 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 State
for a period or periods not exceeding in
the aggregate 183 days in the relevant
"previous year" in the case of Republic of
India or "calendar year" in the case of the
Republic of the Philippines;

(b) the remuneration is paid by, or on behalf
of, an employer who is not a resident of
the other State, and

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

3. Notwithstanding the prcec-ding provisions of
this Article, remuneration derived in respect of an
employment exercised aboard a ship or aircraft ope-
rated in international traffic by an enterprise of a
Contracting State shall be taxable only in that Stole.

Article 17

DIRECTORS' FEES

Directors' fees and similar payments derived by a
resident of a Contracting State in his capacity as a
member of the Board of Directors of a company
which is a resident of the other Contracting State
may be taxed in that other State

Article 18

ENTERTAINERS AND ATHLETES

1. Notwithstanding the provisions of Articles 15
(Independent Personal Services) and 16 (Depen-
dent Personal Services), income derived by a resi-
dent of a Contracting State as an entertainer such as
theatre, motion picture, radio or television anist or
a musician or as an athlete, from his personal activi-
ties LJS such exercised in the other Contracting State
may be taxed in that other State.

2. While income in respect of person;ij activities
exercised by an entertainer or an athlete in his capa-
city as such accrues not to ihe entertainer or atliletc
himself but to another person, that income may
notwithstanding the provisions of Articles 7 (Busi-
ness Profits), 15 (Independent Personal Services) and
lft (Dependent Personal Services), be taxed in the
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Contracting State in which the activities of the enter-
tainer or athlete are exercised.

3. Notwithstanding the provisions of paragraph 1,
income derived by an entertainer or an aihlete who
is a resident of a Contracting State from his personal
activities as such exercised in the other Contracting
State, shall be taxable only in the first mentioned
Contracing State, if the activities in the other con-
tracting State are exercised pursuant to a special
programme between the Governments of the two
Contracting States for cultural exchange and are
supported substantially from the public funds of the
first-mentioned Contracting State or a political sub-
division, or a local authority thereof or from the
funds of a statutory body, or a non-profi; organisa-
tion which is certified as qualifying under this pro-
vision by the competent authority of that State.

4. Notwithstanding the provisions of paragraph 2
and Articles 7 (Business Profits), 15 (Independent
Personal Services), and 16 (Dependent Personal
Services), where income in respect of personal acti-
vities exercised by an entertainer or an athlete in
his capacity as such in a Contracting State accrues
not to the entertainer or athlete himself but to
another person, that income shall be taxable only in
the other Contracting State if such activities arc
exercised by an entertainer or athlete of that other
Contracting State pursuant to a special programme
between the Governments of the two Contracting
States for cultural exchange and are supported sub"
stantially from the public funds of that other State, a
political sub-division or a local authority thereof or
from the funds of a statutory body, or a non-profit
organisation which is certified as qualifying by the
competent authority of that other State of which he
is a resident.

Artxle 19

GOVERNMENT SERVICE

1. (a) Remunerate, other than a pension, paid
by a Contracting S'ate or a political sub-division or
a local authority thereof to an individual in respect
of services rendered to that State or sub-division or
authority shall be taxable only in that Staffi.

(b) However, such remuneration shall be taxa-
ble only in the other Contacting State if the services
are rendered in that other State and the individual
Is a resident of that State who :—

(i) is a national of that State ; or

fii) did not become a resident of that State
solelv for the purpose of rendering the
services

2. (a) Any pension paid by, or out of funds
created by a Contracting State or a pol;tical sub-
division or a local au'hority thereof to an individual
in respect of services rendered to that State or sub-
divsion or authority shall be taxable only in that
State.

(b) However, shch pension shall be taxable only
In the other Contracting State if the individual is a
resident of, and a national of that other State.

S The Provisions of Articles 16 (Dependent
Personal Services), 17 (.Directors1 tecs) and 20
(Nun-Government Pensions and Annuities) shalJ
apply to remunderation and pensions in respect of
services rendered in connection with a bus.ness
carried on by a Contracting S âte or a political sub-
division or a local authority thereof.

Article 20

NON-GOVERNMENT PENSIONS AND
ANNUITIES

1. Any pension, other than a pension referred to
in Article 19, or any annuity derived by a resident
of a Contractng Stale lrom sources withm the other
Contracting Slate may be taxed only in the ursi-
lnentioned Contracting State.

2. The terms "pension" means a periodic pay-
ment made in eons.deration of past services or by
way ol compensauon for injuries received in the
course of performance of services.

3. The term "annuity" means a stated aim paya-
ble periodically at stated times during life or daring
a specified or ascenainabie period of time, under an
obugation to make the payments in return for ad.e-
quaie and tull consideration in money or uionevu
worth.

Article 21

STUDENTS AND TRAINEES

1. A student or business apprentice who is oi
was a resident of one of the Contracting Statej lm-
med.atcly bcfoie visiting the other Contracting
state and who is present in that other State iolely
tor the purpose or his education or training, shall
be exempL Irom tax in that other State on :—

(a) payments made to him by persons resid-
ing oulside that other State tor the pur-
poses of his maintenance, education or
training ; and

(b) remuneration from employment in diat
other State, in an amount nol exceeding
Rs. 15,000 or its equivalent in Philippine
currency during any "previous year' in
the case of Republic of India or "Calen-
dar year" in the case of the RcpubLc ot
the Philippines, provided that such emp-
loyment ii directly related to his studies or
is undertaken for the purpose of his main-
tenance.

2. The benefits of this Article shall extend only
for such penod of time as may be reasonable or
t-iistomarily recju red to complete the education or
training undertaken, but in no event shall any indi-
vidual have the benefits of this Article for more
than three corsocutive years from the date of his
first arrival in that other Contracting State.
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3. The amounts referred to in paragraphs 1 and
2 of th s Article may be reviewed and. agreed hpon
by the competent author'lies of both Contracting
States from time to time.

• Article 22

PROFESSORS AND TEACHERS

1. A professor or teacher who is or was a resi-
dent uf one of the Contracting States immediately
before visiting the other Contracting State for tht-
purpose of teaching or engaging in research, or both,
at a university, college, school or other approved
Ins'itution in that other Contracting State shall be
exempt from tax in that other State on any remu-
neration for such teaching or research for a period
not exceeding two years from the date of his anivai
in that other State.

2. This Ari'cle shall not apply to income from
research if such research is undertaken primarily for
u e private benefit of a specific person or persons.

3. For the purposes of this Article and Article l\,
an individual shall be deemed to be a resident uf a
Contracting State if he is resident in that Contracting
State in the "previous year" in the case of Republic
of Ind a or "calendar year" in the case of the Repub-
lic of the Philippir.es, in which he visits the otnei
Contracting State or in the immediately preceding
"previous year" or the "year of income".

4 For the purposes of paragraph 1, "appn vea
mstitution" means t,n institution which has been ap-
proved in this regard by the competent authority of
ine concerned Contracting State.

Article 23

OTHER INCOME

Items of income- of a resident of a ContraL<mfc

State, wherever arising, not dealt with in the forego-
ng Articles of this Convention shall be taxable only

in that State.

Article 24

ELIMINATION OF DOUBLE TAXATION

1. The laws in face in either of the Contracting
States shall continue to govern the taxation of m^nie
in the respective Contracting States except where pro-
vision to the contrary are made in this Convention.

2. The amount Philippines tax payable, under the
]aw,j of The Philippines and in accordance with the
provisions of ttiis Convention, whether directly or by
deduction, by a resident of Tndia, in respect of pro-
fits or income arisirg in the Philippines, which nav:
been subjected to tax both in India and in Lhe Fniltp-
pinef., shall- be allowed as a ciedit against vhe India i
tax payable in respect of such profits or income pro-
vided that Mich credit slnll not exceed ilic Indian
m\ (as vompned before allowing any such crcuitj
which is appropriate to the profits or income anting
in tin: Philippines. Further, where such resident is a
company by which surtax is payable in India, the
credit aforesaid shall be allowed in the.first instance

against income tax payable by the company in India
and as to the balance, if any, against surtax payable
by it in Lndia

3. The term "Philippine tax payable" shall bo
deemedto include the amount of Philippine tax which
would have been paid if the Philippine tax had not
beer; exempted or reduced in accordance with this
Corvention and the special incentive laws de.=iyied
to promote economic development in the Philippines,
effective on the date of signature of this Convention,
or which may be introduced in the future in the
Philippine taxaton laws in modification of, or in
addition to, the existing laws.

4. The amount ot Indian tax payable under the
laws of India and in accordance with the provision*
of this Convention, whecher directly or by deduction,
by a resident of the Philippines, in respect of profits
or income arising in India, which has been subjected
to tax both in India and the Philippines, shall be
allowed as a credit against Philippine tax payable in
respect of such profits or income provided that such
credit shall not exceed the1 Philippine tax fas conjput-
ed before allowing any such credit) which is appro-
priate to the profits or income arising in India.

5. For the purposes of the credit referred to in
paragraph 4, the term "Indian tax payable" shall be
deemed to include any amount which would have
been payable as Indian tax for any assessment year
but for an exemption or reduction of tax granted for
that year or any part thereof by the special incentive
measures under the provisions of the Income fax
Act, 1961 (43 of 1961), which are designed to pro-
mote economic development, or which may be Intro-
duced hereafter in modification of, or in addition to,
the existing provisions for promoting economic deve-
lopment in India.

Article 25

NON-DISCRIMINATION

1. The nationals of a Contracting State shall not
be subjeccd in the other Contracting State 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 other State in the same circumstances are or may
be subjected.

2. The taxation on a permanent establishment
which an enterprise of a Contracting State has in the
other Contracting Slate shall not be less iavourably
levied :n that other State than the taxation levied on
enterprises of that other State carrying on the same
activities in the same circumstances.

3. Nothing contained in this Article shall be cons-
trued as obliging a Contracting State to grant to per-
sons not resident in that State any personal allowa-
nces, reliefs, reductions and deductions for taxation
purposes which are by law available only to persons
who are so resident.

4. Enterprises of a Contracting State, (he 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 m the
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first-mentioned Contracting State to 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.

5. Notwithstanding the preceding provisions of
this Article, either Contracting State may, in the pro-
motion of necessary industry or business, limit to its
nationals the enjoyment of tax incentives granted
by it.

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

Article 26

MUTUAL AGREEMENT PROCEDURE

1. Where a person considers that the actions of
one or both of the Contracting States result or will
result for him in taxation not in accordance with
the provisions of this Convention, he may, irrespec-
tive of the remedies provided by the domestic laws
of those States, present his case to the competent
authority of the Contracting State of which he is a
resident or, if his case comes under paragraph 1 of
Article 25, to that of the Contracting State of which
he is a national. The case must be presented within
three years from the nrst notification of the action
resulting in taxation not m accordance with the provi-
sions of this Convention.

2. The competent authoriLy shall endeavour, if
the objection appears to it to be justified and if it is
not itself able to arrive at a satisfactory solution, to
resolve the case by mutual agreement with the com-
petent authority of the other Contracting State, with
a view to the avoidance of taxation which is not in
accordance with the provisions of the Convention.

3. The competent authorities of the Contracting
States shall endeavour to resolve by mutual agree-
ment any difficulties or doubts arising as to the
interpretation or application cf this Convention.
They may also consult together for the elimination
of double taxation in cases not provided for in this
Convention relating to the taxei which are the sub-
|ect of this Convention.

4. The competent authorities of the Contracting
States may communicate with each other directly for
the purpose of reaching an agreement in the sense
of the preceding paragraphs. When it seems advisable
in order to reach agreement to have an oral exchange
of opinions, such exchange may take place through
a Commission consisting of representatives of the
competent authorities of the Contracting Stales.

Article 27

EXCHANGE OF INFORMATION

1. The competent auihorties of the Contracting
States shall exchange such information (including
documents) as is necessary for carrying out the
provisions of the Convention or of the domestic
laws of the Contracting States concerning taxes
covered by the Convention, in so far as the taxation

thereunder is not contrary to the Convention, in
particular for the pnivntion of fraud or evasion of
such taxes. Any information received !*y a Contrac-
ting State shall be treated as secret in the same
manner as information obtained under the domestic
laws of that State. However, if the information is
originally regarded .as secret in the transmitting State,
it shall be disclosed only to persons or authorities
(including courts and administrative bodies) involved
in the assessment or collection of, the enforcement
or prosecution in respect of, or the determination of
appeals in relation to, the taxes which are the subject
of the Convention. Such persons or authorities shall
use the information only for such purposes but may
disclose the information in public court proceedings
or in judicial decisions. The competent authorities
shall, through consultation, develop appropriate con-
ditions, methods and techniques concerning the
matters in respect of which such exchange of infor-
mation shall be made, including, where appropriate,
exchange of information regarding tax avoidance.

2. The exchange of information or documents shall
be either on a routine basis or on request with re-
ference to particular cases or both. The competent
authorities of the Contracting States shall agree from
time to time on the hst of the information or docu-
ments which shall be furnished on a routine basis.

3. In no case shall the provisions of paragraphs
1 and 2 be construed so as to impose on a Contrac-
ting State the obligation:

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

(b) to supply information or documents which
are not obtainable under the laws or in the
nomal course of the administration of
that or of the other Contracting State;

(c) to supply information or documents which
would disclose any trade, business, indus-
trial, commercial or professional secret or
trade process or information the disclosure
of which would be contrary to public
policy.

Article 28

DIPLOMATIC AGENTS AND CONSULAR

OFFICERS

Nothing in this Convention shall affect the fiscal
privileges of diplomatic or consular officials under
the general rules of international law or under
the provisions of special agreements.

Article 29
ENTRY INTO FORCE

Each of the Contracting States shall notify to the
other the completion of the procedures required by
its law for the bringing into force of this Conven-
tion. This Convention sh^il enter into force on the
date of the later of these notifications and shall
thereupon have effect:

fa) in India, in respect of income arming in
any previous year beginning on or after
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the first day of April next following the
calendar year in which the later of the
notifications is given;

(b) in the Philippines, in respect of income
arising in any year of income beginning on
or after the tirst duy of January next
following the calendar year in which the
later of the notifications is given.

Article 30

TERMINATION

This Convention shall remain in force indefinitely
but either of the Contracting States may, on or
before the thirtieth diy of June in any calendar year
beginning after the expiration of a period of five
years from the date of i's entry into force, give the
other Contracting State through diplomatic channels,
written notice of termination and, in such event, this
Convention shall cease to have effect:

(a) in India, in respect of income arising in
any previous year beginning on or after the
1st day of April next following the calen-
dar year in which the notice is given;

(b) in the Philippines, in respect of income
arising in any year of income beginning on
or after the 1st day of January next fol-
lowing the calendar year in which the
notice of termination is given.

In witness whereof tho undesigned, being duly
authorised thereto, have signed the present
Convention,

Done in duplicate at Manila ihis twelfth day of
February one thousand and nnie hundred and
ninety hi Hindi and English languages, both the
text being equally authentic. In case of divergence
in interpretation, tho English text shall prevail.

(SATISH CHANDRA)
Ambassador of India

For the Government of
the Republic of India,

(JESUS P. ESTANISLAO)
Secretary of Finance

For the Government of the
Republic of the Philippines.

PROTOCOL

1. For purposes of Article 1, nothing in this
Convention shall be construed as preventing either
Contracting State from taxing its citizens, in accor-
danco with its domestic legislation, WHO ma> be
residing in the other Contracting State. However, no
credit shall be given under this Convention for taxes
paidjpayable in pursuance of such domestic legisla-
tion.

2. For purposes of paragraph 3 of Aiude 7, the
deductions in respect of expenses incurred outside
the Contracting State ihall be restricted as per the
limitation on allowance of such expenses provided in
the domestic law of the concerned Contracting State.

3. For purposes of paragraph 2 of Articles 8 and
9, the raLe of tax prescribed therein is understccd to
include tin? Branch Prcfi: Remittance Tax as may be
leviable by either Contracting State.

4. With reference to Articles 8 and 9 if at any
time after the date of signature of the Convention the
Philippines agrees to ;i lower or nil rate of tax
with a third State the Government of the Republic of
the Philippines shall without undue delay inform the
Government of India through diplomatic channels
and the two Governments will undertake to review
these Articles with a view to providing such lower or
nil rate to profits of flic same kind derived under
similar circumstances by enterprises of both Contrac-
ting States.

In witness whereo" the undersigned, being dulv
authorised thereto, have signed this Protocol.

Done in duplicate at Manila ihis twelfth day of
February one thousand nine hundred and ninety in
Hindi and English lan/ 'u;^, both the lexfs being
equally authentic. In cass of divergence in interpre-
tation, the English Text shall prevail.

(SATISH CHANDRA i
Ambassador of India

For the Government of
the Republic of India.

(JESUS P. ESTANISLAO)
Secretary of Finance

For the Government of the
Republic of the Philippines
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