sl T g - 3300499

e &
The Gazette of J}ndia

EXTRAORDINARY
AT [ —VE 3—F9-T0E (1)
PART Il—Section 3—Sub-scction (il)
T @ v
o ___Wm e .
wf frelt, e, wTadt 5, 2008909 16, 1929
NEW DELHE, TUESDAY, FEBRUARY 5, 2008 MAGHA 16, 1929

_REGD. NO.D. L.-1300499

33

;!ﬂ-

B

R m o — S —
S= e
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MINISTRY OF FINANCE
(Department of Revenue)
'~ NOTIFICATION
New Delhi, the 5th February, 2008
(INCOME TAX)

. |||H:

$.0.241(E).—Whereas the annexed Agreement between the
Government of the Republic of India and the Government of Iceland
for the avoldance of double taxation and the prevention of fiscal
evasion with respect to taxes on income signed in India on the 23"
day of November, 2007 shall come into force on the 21* day of
December, 2007, being the date of receipt of the later of the
notifications after completion of procedures as required by the
respective laws for the entry into force of this Agreement, in
accordance with Article 30 of the said Agreement.

Mow, 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 Agreement and
Protocol annexed hereto shall be given effect to in the Union of India
with effect from the 1* day of April, 2008,

ANNEXURE
AGREEMENT
BETWEEN
THE GOVERNMENT OF THE REPUBLIC OF INDIA
AND
THE GOVERNMENT OF ICELAND

anmamm OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL
EVASION

WITH RESPECT TO TAXES ON INCOME

hmﬂHMﬂhﬂﬂmmdw.mt}Wﬂ.ﬂﬂ
Agreement for the avoidance of double taxaton and the prevention of fiscal evasion with respect o

taxes on income and with 3 view 1o promoting economic cooperalion between 4he two countries. have
#greed Bs dows.
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Articka 1
FERSONS COVERED

This Agreemant shall apply 10 porsons who are residents of one or bath of the Contracting States.

Aracle 2
TAXES COVERED

1. This Agreement shall apply 1o Laxes on income imposed on behalf of & Contracting State of of its
poiteal subdavisions of local puthorites, imespective of the manner in which they are levied,

2. There shall be regarded as laxes on income all laxes imposed on lotal Income, o on elements of
income, Inchuding taxes on gains from the abenaton of movable o immovable property and taxes on

the total amounts of wages Of Salarses paid by enlerprses.
3. The exisiing taxes to which the Agreement shall apply are in parBculyr.

a) In india: the income lax, including any surcharge thereon
{hesreinafter refermed to s “Indlan tax’);

b) n lceland: '
{i) the income taxes o the State (lekjuskattar rikissjobs); and
() the income tax to the municipaities (Utsvar til sveitarfélaganna),
(hersinalter reformed 10 a3 “lcolandic tax").

i

l.mWﬂuﬂrmhﬂw«Mﬂ“un
sher the date of signature of the Agreement in addition 10, of in place of, the existing taxes.
- competent suthorities of the Contractng States shal noffy each ofver of any significant changes
have been made in ther respective taxabon Lrws.

id

Articke 3
GENERAL DEFINITIONS

1. For the purposes of this Agreement, uniess he context Oherwise requires:

a) the lerm “india” means the lermiory of India and incledes the teritorial sea and
sirspace above I as well as any other mariime zone in which India has soversgn
rights, other rights and jurisdiction, according 1o the indian law and in accordance with
international law, inciuding the LN, Convention on the Law of the Sea,

b} Ehe teem “losland © means lceland and, when used in a geographical sense, means the
mﬂmmhmnﬂwmmhm"
within which lceland, in sccordance with intemational law, exercises jurisdiction of
soversign Fights with respect 1o e s2a bed, its subsol and &3 supedacent waters, and

i Fabural resoUrCES
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€) the terms "Contracting State” and "the other Contracting State” nmnﬂunwuuhcrl‘
[ruia or lceland a4 the contaxt requines;

d) mmmmmunmmw.-mm-mlmﬂmﬂmrm
entty which is treatéd as a taxable unil under the laxation. laws in force in. the

respective Contractng States;

g) the ferm “company” means any body corporate of any enlity that is treated as a body
sorporale for K puposes;

Cf) e ferm “enterprise” applies to the carmying on of any business;

gl the terms "snderprise of a Contracting State” and "enterprise of the other Coniracting
memm-nmnummnnwlanﬂacmm
arﬂamnhmnunnudmbyamhuntﬂﬁnuﬂwﬁmhﬂm

h} tha term "international traffic® means any transpod by & ship or alrcrafl operated by an
anterprisa of 8 Coniracting Slate, excepl when the ship or alreraft |s dperated solely

betwesn places in the other Contracting Siate;

1) the lerm "compatent authonity™ means:
{i} in India: the Financs Minister, Government of India, of his suthonssd representative;
() in bosland © the Minisier of Finance or his suthorised representative;

i the term "national” means:
(i} any individual possessing the nationalty of a Contracting State;
{if) any legal person, mmmhlpmmdlﬁﬂnﬂhmﬂm from
. hlrw:lnlormhl[:mtratumﬁuu

k} the: term “tas”™ means Indian or Icelandic:tax, a3 the conlext requires, but M.fﬂim:l-l
any armount which |s payable in respact of any default or aomission in relation to the taxes
to which this Agreemant apples or which rm‘mrm:plr-hl o fing imposed relating fo

those laxes;
N The tenm “facal yedar" Means:
i) in tha case of Inda the financial year beginning on the 1* W
W) i e case of iceland ©  the financial year beginning on the 1 of January.
Z As regards the apphcation of the Agreement al any tme by a Conlracting State any term nof
defined theren shall, unbess the conlext otherwise requires, have the meaning that & nas at that time

the law of that Slate for the purposes of the taxes fo which the Agreement applies, any
nﬂhnduﬂunpphlhhhxlmufmalﬁtﬂamﬂqumHIM given to the term under
other faws of that Siate. .

i

tax in that Stale in respect enly of ncome from sources in that State.
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2. Where by reason of the provisions of pasasgraph 1 'HMI.H..MMMMM
States, then his status shall be determined as lollows: '

@) bhe shail be desmed 10 be a resident only of the State in which he has a pefmanent
home available to him; if he has a permanent home avallable o him in both States, he
ghal be deemed Io be a resident ondy of the Stale with which hes personal and
econmic felalices are cloger (centre of vital inténesis);

b) i the State in which ha has his centre of vital inlerests cannol ba delermined, or if he
has not a permanent home avadable ko him in either State, he shal be deemed 1o be a
resident only of the State in which he has an hatitual abode, .

c} if he las an habifual abode in both Stales or in neither of them, he shall be deemed (o
be a resident only of the Staté of which he is a national;

d} Ehtilmnﬂlﬂhﬂm-ﬂmﬁﬂr of neither of them, the competent authorities of the
. Contracting States shall endeandur to settie the question by mutual agresment.

1.mhymmﬂmmlﬁmﬁgmmumwﬂmmw'innﬁhtﬂ
both Contracting States, then it shall ba deomed 1o be & resident only of the Stale inwhich its place of
effective management is siuated If the State in which its place of effective management &5 situsted

cannol be

determined, then the competent authodBies of ithe Contracting States shall endeswvour 1o

settie the question by mulual agroamant.

Article 5
PERMANENT ESTABLISHMENT

1. For ihe purposes of this Agreement, the term "permanent establishment” means a fored place of
business through which the business of an enterprise is wholly or partly nlmﬂm

2. The term “permanent estabishment” inclutes espacally

a)
L)
€)
d)
e

a place of management.
abramch;

an offica;

a factony;

a workshop;

a sales outlel .
l;} & warehousa in relation 10 a person providing storage facilithes for others;
mm.pmmarnﬂmrplmmwmmm..mwm

i}

3 (a)

(b}

a mine, an oil or gas well, 8 quarry of any other place of extraction of nalural resources.

A building site o consiruction. instaliation or assembly project or supervisory activities
in connection therewith consiutes 2 permanant establiashmaent only if such site, project
of activities last more than & months.

The fumishing of services, including consultancy services, by an enterprise through
emplovess or cther personnel engaged by the enterprise for such purpose constitutes a
permanent establishment, but only where activities of thal nature continue ( for the
same or connected prosect) within the courtry for @ period or periods aggregating mone
than 80 days within any 12=-month perigd,
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4. Nobwithstanding the preceding provisions of this Article the lerm “permanent establishment™ shall
b deenmad nol 1o include:

a) the use of facilities solely for the purpose of slorage or display of goods or
merchandise belonging 1o the enterprise; . .

b} the maintenance of a stock of goods or merchandise belonging fo the enterprise solely
for the purpose of storage or desplay;

el HWH.M&M#WMHHHW%

« for the purpose of procassing by another enlerposs;

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

¢) the maintenance of a fixed place of business solely for the purpose of carrying on, for
the anterprise, any other acthvty of 3 préparatory of auiiary characier;

i fhe maintenance of & fod place of business solely for any combination of achvites
mentioned in subparagraphs (a) to (e), provided that the overall activity of the fixed
place of business resulling from this combination s of a preparatory or auxliary
characiar, .

5. Notwithstanding the provisions of paragraphs 1 and 2, where a person other than an agent of
an independent salus to whom paragraph T applies is acting in 8 Confracting State on behall of
an erterprise of the othar Contracting State, fhal enterprise shall be deemed to have a parmanent
establishment in the first-mentioned Contracting State in respect of any activities which that person
undertakes for the enterprise, if such a person: s

8) has and habitually exercises in thal State an authorily io conclude contracts in the name
of the enlerprse, unless the aciivities of such person are limited o thoss mentioned in
paragraph & which, if exercsad through a fiwed place of business, would not make this
fixed place of business o permanent establishment under the provisions of that
paragraph; or - '

b) has no such authority, but habitually mantains n the first-rmanBoned Stale 5 shock of
goods or merchandise from which he regularly delivers goods or merchandise on behalf
of the enterprise; or

€) habiually secures orders in the first-mentionad State, wholly or almast wholly for the
erlerprise itsed

. Notwithstanding the preceding provisions of this Article, an insurance enterprise of a Confracting
shall, excepl in regard to ré-insurance, be deémed 1o have a permanent establishment in the
Contracting State i #t collects premiums i the tertitory of that other State or insures risks
therein through a persan other than an agent of an independent stalus 1o whom paragraph 7

L

enterprise shall not be deemed to have & permanent establishment in 3 Centracting Stale
because it caries on busingss In that State through @ broker, general commission agent or
of an independent status, provided that such persons are acting in the ordinary
ir business, However, when the acivlies of such an agent are devoled wholly or aimost
thal enterprise, he will nol De considered an agent of an indepandent status within
S pA agrapt.

A%gsi~
ggg_#*
1h

B. The fact that a company which is a resident of a Confracting State controls or |s controled by a
company which is 3 resident of the olhes Contracting State, or which camies on business in that othar®
State (whether through 8 permanent establishment of otherwise), shall not of ilsel consiZute either
company a permanent establishment of the other.
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Asicie &
INCOME FROM IMMOVABLE PROPERTY

1, income derived by a resident of a Contracting State from immovable property situated in the otner
Contracting State may b taxed i that other State.

rigarded as immovable property .

shterprise cames on business in the oiher Contracting Stale through @ permanent establshment
siluated therein. If the enterprige carres on business as aforesald, the profits of the enterprise may be
mhhnﬁn&mh&mwnmu:nﬁm“ummmumm

'mﬁm.pﬂ{Mnmmmmmanmﬂm]hrhm
mﬁmmuhmmnlmmwﬂunrmnfumm
umwwhmmwunulmmﬁmwuwuﬁrﬂ
Mwmmhmmanﬂuhm.mmﬂhh
mﬂmmmwﬂmemhhmm
MMmHHMHHMdeﬂhH! estabishment.
HmwtmmmmWﬂmm.an

g
§
3
|
g

mﬂmmh:pﬂnummuwmﬂ.mﬂph
caso of o banking onlerprise, by way of intarest on moneys lenl 1o the head office of the enlarpnse or
ary of its other ofices,
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4 . ingotar a5 it has boen cuslomary in @ Contracting Stale 1o delerming the prolits 1o be stiributed
a permanent establishment on the bass of an apporionment of the total profits of the enterprise to fis
wvarious parts, nothing in paragraph 2 shall preclude that Conlracting State from determining the
profits to be taxed by such an apporicnment as may be cusiomary, the method of apportionment
adopted shall, haowever, Hmmﬂ'nﬂwlt:hﬁlbennmmmpﬂnﬂph containgd in
this Artiche,

5 mmfﬂhmtﬂlﬁmamwmﬂﬂmmwm
permanent estatishment of goods o merchandise for e enterprise.

i

6. For the purposes of the preceding paragraphs, the profits o be atiributed to the
estabishment shall be determingd by the same method year by year uniess there is good and

sufficient reason to the contrary.

7. ¥here profits include Rems of income which are deall with separately In ofher Artices of this
Agreament, then The provisions of those Artices shall not be affecied by the provisions of lhis Article.

Article B

1. Profits derived by an entenprise nr.cmmmmmw operation of ships or aircrafl in

inmemational ham: shall be taxabile only in that State.

2 Hﬂﬂmﬂﬂlﬂumﬂaﬂmmumiﬂﬁ.i-ﬁtﬂﬂh
deemed to be situated in the Contracting State in which the home harbor of the ship is situated, or, if
there is.no such home harbor, in the Contracting State of which the operator of the ship is a resident.

3. Profis derived by a transportabon enterprise which is a resident of a Conlracting State from the
use, maintenance, of rental of contsiners (ncluding tralers and other equipment for the transpor of
contanecs) used for the transpon of Qoods of merchandse n intemational traffic shall be tacable only
nmmmmumnmmmn“mm

4, mmﬁmimm mmmw ina a
e apply partcipation pool, a joint

Article ©
ASSOCIATED ENTERPRISES
1. 'il'lﬂuu'

% a) am emterprise of & Coniracting State participates directly or indirectly in
. mm:mﬂmmunwmmﬁ

b) the same persons participate drecly HMhﬁmmﬂ
ﬂﬂﬂﬂWdlm-ﬂ:ﬂmnMdhm

:

R
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and bn gither case condifions are made or kmposed bebween the bwo enterprses in their commercial or
then any profits which would, but for those conditions, have atcrued o one of the enderprises, but, by
reason of those condiions, have nol $o accrued, may be ncluded in the profits of that enferprise and
Iaxedraccordingly,

2. ‘Where a Contracting Stale inciudes in the profls of an entemprise of the Siate and taxes
acoondingly profits on which an enlerprise of the other Contracting Stale has been changed fo tax in
thai ofther State and the profits 80 included are profits whvch would have accrued to the enterprise of
the first-mentioned State if the conditions made between the fwo enterprises had, been those which
wodld have besn made bebwesn indepandent endarpases, then thal cther Stale shall make an
approprigte adjustment to the amount of the tax charged therein on those profits. In determining such
adgustment, due regard shall be had o Te ofher provisions of this Agreement and the compeient
authonties of the Contracling States shall i necessary consult each other. -

Asticke. 10
DIVIDENDS

1. Dividends paid by a company which is & résident of a Contracting Stabte 1o .a resident of the ofher
Confracting State may be taxed in that other State. :

2. However, such dividends may also be taxsd in the Contracting State of which the company paying
the dividends is 8 resident and according io the daws of that State, but ¥ the beneficial cwner of the
dnddends is a resident of the other Contracting State, the tax 5o charged shall not mxgeed 10 per cant

. of the gross amount of the dividends. This paragraph shall not affect the taxation of the company in
respect of the profits out of which the dividends e paid ’

3. The termn “dividends™ as uséd in this Amcle means income from shares or other rights, not being
deb! claims. participating in profits, as well as income from other corporate nights which i subjected
to the same laxation treatment as (ncome from shares by the laws of the State of which the company
making the distribution is a resident

4. The provisions of paragraphs 1 and 2 shall not apply I the beneficial cwner of the dividends,
‘being a resident of @ Contracting State, camies on businass in the other Contracting State of which
the comgany paying the dividends |s a resident, through a permanent astablishment situated therein,
or performs in that cther State independent parsonal services from a fixed base situated thersin, and
the holding in respect of which the dividends are paid is effectively connecied 'with such permanent
establishment or foed base. In such case the provisions of Alticle 7 or Article 14, as the case may be,
shall apply. :

5 Where § company which | a resident of a Conlracting State derhves profits or income from the
other Coniracling Stale, that other State may not imposs @ny tax on the dividends paid by the
compady, except insofar as such dividends are paid to a resident of that other State o insofar as the
holding In respect of which the dividends are paid is effestively connecled with a permanent
egtablishment or a fixed base siuated in that other State, nor subject the company's undistribubed
profits to a tax on the company's undistrbuted profits, even if the dividends paid or the undistributed
profits consist wholly ar partly of profits or income arsing In such cther State.



THE GAZETTE OF INDIA : EXTRAORDINARY axy [—Sac.

Article 11
INTEREST

1. Interest araing n & Contracting State and paid to a resident of the other Contracting State may be
tamed in that othwr Stals, ' -

2. However, such interest may also be taxed in the Contracting Stale in which # arises, and
according 0 the kews of that State, but i he benefical owner of the interest s @ resident of the other
Contracting State, the tax 8o charged shall not exceed 10 per cend of the gross amound of the interest

3. Notwithstanding the provisions of paragraph 2, inferest arising in a Contracting Stale shal be
exémpt from tax in that State, provided that @ is desived and beneficially cwned by

a) mm.muMWﬂlh:IuMﬂﬁw-me

b} (i} in the case of india, the Reserve Bank of India, the Export-import Bark of Inda or the
National Housing Bank; and . .

(i) inthe case of losland, the Central Bank of lesland; or

€} any offer Mallution a3 may be agreed upon from Gme Lo bme between the competent
autharities of the Contracting States through exchange of latiers.

5. The provisions of paragraphs 1and 2 shall nol apply i the beneficial owner of the interest. being
a resident of a Conlracting Stale, cames on business n the other Contracting State n which the
niaresl anses. Twough 3 permanent establahment atuated theren, or performs In that cther State
wmmm.mwwmwhwmnmu
which the imenest is paid is effectively connbcied with such permanent establishment of fed base In
such case the provisions of Article 7 or Artcle 14, 23 the case may be, shall apply. .

7. Where, by reason of a special relationship between the payer and the benefical owner or
between botn of hem and some ofher parson. the amount of the nterest. having regard 1o the debd
clain for which R i5 paid, axceeds the amount which would have been agreed upon by the payer ang
the benaficial cwner in the absencd of such relationship, the provisions of this Articie shall apgly only
W he et menbonad amount In such cate, the excess part of the payments shall remain taxable
according W the laws of sach Conbracing Siale, dus regard being had 10 the ofher provisions of this
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Arbcie 12
ROYALTIES AND FEES FOR TECHNICAL SERVICES

1. Royalties or fees for ischnical services arising in a Conlracting State and paid io a resident of the
other Contracting Stale may be laxed in that other State.

2. However, such royalties or fees for echnical services may afso be taxed in the Contracting State
in which they arise, and acconding to the laws of that State, but i the beneficlal cwner of the royalties
of fees for technical sanvices is o resident of the other Contracting State the tax so charged shal not
exceed 10 par cant of the gross amaunt of the royaiies or feos for technical services.

3. (a) The term “royales” as used in this Aride means payments of any kind received as a
congaderaion for the use of, or the nght to use, any copyright of Merary, artshc or scienlific work

firma or fims o tapes used for television of radio Drosdcasteng, any patent,
trade mark, design of model, plan, secrel formuks of process, of for the use of, or the nghl 1o use,
indusinal. commertal or scentific eguipment, or fior nformatbon conceming Ndusnal, commencal of
scigntific experience.

(=) Tﬁummhrmmﬁur 25 used in this Articke means paymenis of any kind, other
than those mentioned in Artickes 14 and 15 of this Agreement as conskderalson for managerisl or
technical or consultancy services, including the provision of services of technical or othér personnel.

4. The provisions of paragraphs 1 and 2 shall not apply If the benoficial owner of the royalties or fees
for technical services being a mesident of a Contracting State, coarries on business in ihe ofber

L
(] Whera mﬂrlub-plrlquph (8) rovailles or fees for lechnical mﬂﬂldﬁnﬂlﬂn in cne of
the Contracting States, and the royallies relate to the use of, or the right to use, the nght or property,
or the fess for technical services rolate 1o services performed, in one of the Contracting States, the
royalties or faes for technical sarvices shall be deemed to anise (n that Contracting State.

i ! of information for which they ane paid, exceeds the amount
which would harve been agreed upon By the payer and the beneficlal owner n the absence of such
relgtionship, the provisions of this Article shall apply only to the last-mentionsd amount. In such case,
the excess part of the payménts thall remain taxable acconding 1o the lews of each Contracting State.
Mwmwnu;hnbhmmfmw
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a . Adicle 13
CAPITAL GAINS

1. mww-ﬂu-mmmwmumm
Mhhmmﬂndhummﬁhmhmnmmm.

£ Gains from the alenalion of movable propery forming part of e business property of a
pormanent estabdshment which an enterprise of a Contracting State has in the other
Mwﬂmﬂhmmmanﬂmmm.mﬂiMMn
ﬂmmmhhm-_ﬂmmmm.m
WWMHMﬂm-mmmumhmm]
or of such fixed base, may be taxed in that other State.

3 thnm'ﬂmﬂmwm'mhh of movable property
peraining 1o the operation of such ships or aireraft shall be taxable only in the Contracting State of
whilch the alienator is a resident’

4 mma-mamau:wmu-mmhmﬂm
conssts dwecly of indivectly principally of immovable property situasted in 2 Confracting State may be
?ﬂdhﬂm.

-1 Giulﬁnhmﬂmwmmﬁmhmlhnm
which it a resident of a Contracting State may be taxed in that State.

@, E.Inlfrm\hllhn_uﬁmnfwm‘h-nmﬂmunuutmmnmmtz.a.imﬂ 5,
mﬂh:mminhﬂwmmsuuumr-ﬂmh.pm

Aricie 14
INDEPENDENT PERSONAL SERVICES

1. Imﬂhﬂﬂmﬁnﬁulﬂh-aﬂhﬂuﬂﬂmﬁmmﬂlmwmd
Mnﬂuuﬂmiﬂwﬂﬂﬂhﬁuﬂﬂmﬁﬂ%ﬁhhﬂhﬂwhm
mmnmmﬁmmmmmuumnum

@) i he has a fixed base reguiarly available to him in the other Contracting State for the
purpose of performang his scthitias; h'mm&,wﬂrnmﬂhmuh
afinbadable io thal Geed base may be taed in that other State: or _

&) ilﬁmgnuwmmmuﬁumummnu
exchedng in the spgregate 183 days in any perod of 12 months, in that case, only 30
MHHWHEMMF Btivened performed in fhat offer Stabe ey
be tamed i Lt olher State

4  The term “professional senvices™ includes especially independent scientific, Werary, artistic,
educational of leaching activittes ap wel as the independent activites of physiclans, lawyers,
engnears, architects, surgecns, dentisls and accountants,
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Article 15
mmmmm

1. Subsect to the provisions of Arficles 15, 18, 15, 20 and 21, salaries, waged and other similar
remunersbon defived by 3 resident of 3 Conwractng Sl in respect of an ompioyment shal be
taxable only in at State unleds the employment is exercssd in the ofher Contractng Siste. If the
employment is 50 exercised, such remuneraton as i derived therefrom may be tared in that other
State

(-} hmwﬂmhww.wmwmnwmum.mﬁh
othal State, and )

€] the remuneration is not borme by a permanent establishment or a ficed base which the
amployer has in the other State

3. Motwithstanding the preceding prévisions of this Article, remuneration derived In respect of an
employment exercised aboard a ship or aircrafl operated in Intemational traffic. by an snierprse of a
Contracting State may be taxed in that State

1. mumn‘muwmmmnnnﬂﬂﬂt
mm-mm.m--mmm.nﬂw“nﬂ.ut
musician, of 83 @ sportsperson, from pérsonal activiies 8 such emarcised in the ofher Contracting
State, mary be taxed in that ofher State.

2 Where income in respect of personal actvities exercised by Sn enlertsingr oF 8 EpOFIDONION N
his capacity 83 such socruts not 1o e entertainer or spOtsperson himsell but 1o anciier person, that
NCome may, notwithstanding the provisions of Arices 7. 14 and 15, be tawed in the Confracting State
i whech Be Scthities of the entortaner or SpOrIperton are exentised. .
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3. The provisions of paragraphs 1 and 2, shall not apply 1o income from activities performed in
Confracting State by entertainers or sportspersons if the activites are substantially supporied by
public funds of one or both of the Contracting States or of poltical subdivisions or local authorities
thereol. In such a case, the income $hall be taxable only in the Confracting Stabé of which the
CNlENaner o SPOTSPErson is a resident.

0 _

Artiche 18
PENSIONS

Subject to the provisions of paragraph 2 of Article 19, pensions and other simaar remuneration
paid to a resident of a Contracting State in consideration of past employment shall be taxable only in
that Stabe,

Artiche 15 .
GOVERNMEMNT SERVICE

1.8} Salaries, wages and other similar remuneration, olher than a pansion, paid by a Contracting
State or a political subdivision or & local authority thereof to an individual in respect of
sarvices rendersd to thal Stale or subdivision or authority shall be taccable only in that State.

=11 However, such saldanas, mglllﬂmrmrfmmﬂhmwhh
other Contracting State if the services are mﬂuﬂ!nmmwmmﬁmuhq
resident of that Stsle who: '

(i) is a national of that State; or
() did not become a resident of that Stale solely for the mdmmm

2. a) hwp&ﬂmpﬂdw,ﬂrmﬂﬂmmw,nm&hwipﬂﬂl
subdivision or a bocal authority thereof lo an  indhidual in respecd of services rendemsd o
that State or subdivision or authority shall be taxable only in that State. )

) However, such pension shall be iaxable only in the other Contracting State if the individual
s a resident of, and a national of, (hat State.

3. The provisions of Arbclea 15, 16, 17 and 18 shall apply to sakares, wages and other similar
ramunaralbon and to pansions in respedd of senaces rendered In connection with a business cared
on by 8 Contracting State or a political subdivision or a local authority thereof,

Article 20
PROFESBS0RS, TEACHERS AND RESEARCH SCHOLARS

1. A professor, teacher of reseanch scholar who B OF was a resident of the Confraching Stac
imfediately before visiing the other Condracting State for the purpose of teaching or engaging In
rasaarch, or both, at & university, mlwwmrmwamhmmmm .
mmnmmnumm“maﬂmsuumwmmhmmmwm
w.mmtamungmmmmmumﬂrn -ﬂvﬂnhlnﬂmﬂm
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2 This Adicke shadl apply o income from resesrch only F sich research & undertalen by the
indevicual in Ihe pubBc inlerest and nol primaiiy for ithe' berefit of some privale pErSon oF DETSons.

3. For the purposes of this Artcie, an individual sHad be deemed 1o be & resident of a
State i he is resident in that State in the fscal year in which R visits the other Contracting State of in
the emmiadiately preceding fiscal year

Arncie 21
STUDENTS

1. A student who is or was a resident of ona of the Confracting Siaies mmadiataly before visiting the
other Contracting State and who is presert in that other Condracting State sclely for the purpose of his
education or training, shall besides grants, loans and scholarshios be exempt from tax in that other
Stale one .

a) payments made ig hifri by persons residing outside that other State for the purposes of his
mainlenance, education or frainifig; &t

by remuneration from mmnlmmm-mmﬁémmﬁmmmmu

armount which i exempl from Lax under the laws of that other Contracting State for any |

fiscal year; previded that sush employment is directy ralated to his studies or is undertaken
for the purpeses of his fainténance.

2. The bendhts of this Article shall extend only for such péfed of time 28 may be reasonable or
customarily required to complete the education or training underiaker, but in no event shall any
individual have the benefits of this Article for more than six consecutive years from the date of his first
arnival in that other State, '

Article 22
OTHER INCOME

1. Hems of income of a resident of 3 Contracting State, Wherever arising. not dealt with in the
forageing Articles of this Agreement shal be taxabdie only In that State.

2. The provisions of paragraph 1 shall nol apply to income, other than income from immovabie
property as defined in paragraph 2 of Anicie 6, If the recipient of such income, being a resident of a
Contracting State, cames on business in the cother Contracting State through a permanent
establishnent situated therein, or performs in thal ofher State independent personal services from a
fixed base situated therein, and the right or property in respect of which the income is paid s
eflectively connected with such permanent estabishment or fxed base. In such case the provisions of
Article T or Article 14, as the case may be, shaill apply.

3. Motwithstanding the provisions of paragraph 1, if a resident of a Contracting Stale derfves income
from Sources within the othe: Contracting State in form of lotteries, crossword puzzies, races including
horse races, card games and other games of any sorl or gambling or betting of any nature
, such ncome may be laxed in the other Contracting State.

|
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METHODS FOR ELIMINATION OF DOUBLE TAXATION

Daubls taxation shall ba aliminated &5 follows:

1. In India:

a) Where a retident of India derfves incoma which, in accordance with tha provisions of this
Agreemen], may ba taxed in lcaland, India shal allow a5 a deduclion from the lax on tha
income of that ressdent, an amount egual fo the tax paid in fceland.

Such deductipn shall not, however, exceed (hat portion of the lax as compuled before the deduction is
given, which is attributable, as the case may be, to the income which may be taxed in lceland.

b} Whane in accordance with any provisicn of the Agreement incoma derfved by a resident of
India is exempt from tax in India, India may nevertheless, in calculating the amount of tax on
He remaining income of such resldent, take ints account the exempted income.

2 In loetand:

&) m-mdwmm-m.immmmﬂ
this Agreament, may be taxed in India, lcefand ghall aflow ag & deduction from the tax on the
income of that resident, an amount equai to the Lax paid in India.

Such deduction shall not, however, excaed thal portien of the tax as computed before the deduction s
given, which is attributable, as the case may be, 1o the income which may be tmeed in Hdia.

b) Where in accordance with any provision of the Agreement, income derved by a reskdent
of lceland is axempt from tax in losland, lceland may nevertheless, in calculating tha amount
of tax on the remaining income of such resident, take into account ihe exempted income.

Article 24
LIMITATION OF BENEFITS

1. Excepl as otherwise provided in this Adicle, a person (other than an indiidual), which is a
resident of a Contracting Stale and which defives income from the other Contracting Stale shall be
entitied 1o all the benefits of this Agreement otherwise aocorded to residents of a Conlfacting State
nﬂrim:mlfxqﬁdmuMhmzpﬂmmmmu
this Agreement for the obtaining of any of such benefils. '

E.M.: parson of a Confracting State [s & qualfied person for a fiscal year only if such a person is
Bithear . !

d) governmental entity; or
b) acompany incorporated in either of the Contracting States, i -

(i} the principal class of its shares is listed on @ recognised stock exchangs as defined
"in paragraph 5§ of this Anlicle and is regulary traded on one or mone recognised stock

exchanges, or



(M l—WvE 3] mum:m

(M) & least 50% of the aggregaie vole o value of the shares in the company is
directly or mmmumwmﬂmamm

aggregale vole of valup of the shanes of beneficial interesl of which B owned directly
of indectly by one or mone individuals residents of either of the Confracting States, or

d) a chawitable institution o other tax exempt entity whose main activities are camed on
in sither of the Conlracting States:

provided that the persons mentioned above will not be entitied to the benefits of the Agreement if
more than 50% of the pérson’'s gross income for the taxable year |s paid or payable directly or
indirectly to persons wno are nol residents of either of the Contracting States in the form of
paymants that are deductible for the purpose of computation of tax coverad by this Agreement in
the persen’s State of residence (but not incuding amm’s length payment in the ordnary course of
Mihmmnrmmmwhmmﬂwﬂhm:ml
bank ncurred in connection with 8 transaclion enered into with H permanent astablishment of
the bank sibvated in either of the Contracting States),

3. The provisions of paragraphs 1 and 2 shall not apply and a resident of a Contracting State will be
entitied to benefits of the Agreement with respect to an Bem of ncome derved from the other

State, if the person actively camies on business in the State of residence (other than the
business of making or managing investmants for the rasidant's own account uniess these actvities
are banking, Insurance or security activities) and the income derived from the other Cenlracting
Stales is derived in connection with of is incxental to that business and that resident satisfies the
other conditions of this Agreement for the oblaining of such benefits.

4. A resident of 8 Contracting Stale shall nevertheless be granted the benefits of the Agreemant if
the competent suthorly of the other Contracting Slate determines that the establishment o
acquisiion or maintenance ol such person and the conduet of its operations did not have as one of s
principal purposes the cbitaining of benefits under the Agreement.

5 For the purposes of this Articie the term “recognised stock exchange” means

a) i indiia:
iy hwmm
i) the Bombay Stock Exchange,

W) @y other stock exchange recogrised by the
Secunties and Exchange Board of Inda;

B} = lceland
the lealandic sock exchangs;
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] the sfock exchanges of Amsterdam, Brussels, Copenhagen, Frankfun,
Hamburg, Helsinid, London, Oslo, Paris, Stockholm, Sydnéy, Tokyo, and
Taranto; and - .

:';;I mmmmnuuummmumwamlgmtﬁmhfﬂlhl
purposes of this Article. ’

6. Motwithsianding anything contained in paragraphs 2 to § above, any person  shall not be
antithed to the benefits of this Agreement, if its affairs were aranged in such a manner as § it was
the main purpose of one of the main purposes to avoid taxes to which this Agreement applies.

Article 25
HON-DISCRIMIMATION

1. Hationals of a Confracling Siate shall not be sublecied in the other Confracting Stale to any
taxabion of ame requinement connected therewth, which & other ar more

togtion and connecled requirements lo which nationais of that other State in the same
Cincumsiances, in parlicular with respect o residence, ane or may ba subjecied. This provision shaill
notwithstanding the provisions of Article 1, also apply o persons wha are not residents of one or bath
of the Confracting States.

other Contracting State shall not be less favorably levied in that olher State than the taxation levied on
enterprises of that other Stale camying on the same activities. This provision shall not be construed
as obliging 8 Contracting State to grant to residents of the other Contracling Stale any personal
sliowances, relefs and reductions for taxelion purposes on account of civil status or famiy
responsibilities. which & grants 1o its own fesidents.

3. Except whare the provisions of paragraph 1 of Adicle 8, paragraph 7 of Aricle 11, or paragragh 6
of Article 12, apply, interest. royalties and oiher disbursements paid by an enterprise of a Contracting
Eﬂ.ll-'nunﬂﬂuﬂdﬂmmcnnrﬂmﬂqmll,hlmmmmqeumﬁnnmm
profits of such enterprise, be deduclible under the same conditions as if they had been paid to a
resident of the firsl-mentioned State. Similarly, any debls of an enterprise of a Conlracting State 1o 2
resident of the olher Contracting State shall, for the purpose of delemining the taxable capital of such
anterprse, be deductible under the same conditions as if they had been contracted o a resident of
the first-mentioned State, ) '

4, Enterprises of a Conlracting Stale, the capital of which is wholly or partly owned or controlied,
wmuﬁw.wmmmmmﬁhmmmm.mmhmhh
first-mentioned State to any taxation or any requirement connected therewith which 8 other or mare
burdensome than the taxation and connected requisements to which ather similar enterprises of the .
first-mentionéd State are or may be subjected. .

5.  The provisions of this Aricle M.me@nﬂhﬁh!.:pﬁn“ﬂ
every kind and descriplion, .
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MUTUAL AGREEMENT PROCEDURE

1. Where & person considers that the actons of one of both of the Conlracting States result or will
result for ham in tasation nol in accondanco with thi provisions of this Agreement, he may, irespective
of the remedwes provided by the domestic law of those Siates, present his case lo the competent
authonty of the Contracting State of which he is a resident or, if his case comes under paragraph 1 of
Artcle 25, 10 that of the Conracting State of which he is a national The case mus! be presented
within three years from the first nobfication of the action resulling In Wation nol in accordance with
Ihe provisions of the Agraament. -

¥

2. The competent authority shall endeavour, if the objection appears 10 I 1o be justified and if it is not
eefl able to amive al & satisfactory solubon, to resshve the ciisé by mutual agreement with the
competent authority of the other Contracting State, with a view to the avoldance of taxation which is
nol in accordance with the Agreement. Any agréement reached shall be implemanted rotwithstanding
any e lmits in the domestic law of the Contracting States.

3 The compelent authonbes of the Conlracting Statés shall endeavour o resolve by mutual
agreement any dificulies of doubls arisng & 1o the interpretalion or application of the Agresment
mmmﬂmﬂuhhm' of double taation in Cises nol provided for in e

4. The competent authontes of the Contracting Slatés may communicate with each other diectly for
the purpose of reaching an agresment in the sense of the praceding 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 authorites of the

Article 2T
EXCHANGE OF IMFORMATION

1. The competent authorities of the Contracting States shall exchange such information (including
documents of cenified copiés of the documenta) as is neceisary for cafrying out the provisians of this
Agreement or of the domestic laws conceming taxes of avery kind and description imposed on behalf
of tha Confracting States, or of thelr political subdivisions or local authorities insofar as the taxation
wummunwmmumummwm1

2. Any information received by a Contracting State shall be treated as secret in Uhi: same manner as
information obtained under the domestic laws of that State and shall be disciossd only 10 poTsons oF
authorities {including courts and adminstratve bodies) concemed with the assessment or collection
of, the enforcement o proseculion in respect of, or the delermination of appeals in relation 1o the
taxes referred io in the firsl sentonce of paragraph 1. Such pemons of authorbes shal use the
infbrmation only for such purposes. Thoy may disclose the information in public court procesdings or
in judicial decisions,

3. In no case shall the provisions of parsgraphs 1 and 2 be construed 80 as 1o Impose on &
: 18
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a) 1o carry out sdministratve measures at varance with the laws and administrative
prachice of that or of the other Contracting State;

b} to supply infarmation (including documents or carified copies of the documents) which
s not obtainable under the laws or in the normal course of the adminisiration of that
or of the other Contracting Stabe;

©} o supply irformation which would disclose any trade, business, industrial, commercial
or professional secrel or trade process, o information, the disclosure of which would
be contrary o public paolicy (ordre public).

4. i information s requesied by a Confracting State In accordance with this Article, the other
Contracting State shall use its information gathering measures to oblain the requested information,
even though that other State may not need such information for #s own tax purposes. The oblightion
contined in the precedng sentence is sublect to the kmitetions of parasgraph 3 but in no case shal
such bmiations be construed to permit @ Conbracting Stabe fo deciing 0 supply iInformabion sossly
beécausa it has no domestic inlerest in such information.

5 In no case shall the provisions of paragraph 3 be construed t0 permit @ Contracting State 1o
deddne o supply informabion solely because the miormabon 5 held by a bank, other financial
institution, nomines or person acting in an agency of a fiduciary capacity or because it relates io
ownership intareals in a person,

Article 28
ASSISTANCE IN THE COLLECTHOM OF TAXES

1. The Contracting States shall lend assistance to each other in the coliection of revenue daimas.
assistance is not restricted by Articies 1 and 2. The competent suthorties of the Contracting,
mwmmuﬁemmﬂMﬁmm.

&, The term “revenue claim” as used in this Article means an amount owed in respect of taxes of
every kind and description imposed on behaf of the Conlfracting States, or of their political
mwwmmuhmmthMHHW'
or 3y other instrument 1o which the Contracting States afe parties, 83 well Bs inferest, administrative

penaftes and costs of collection or conservancy relatad to such amount,

4. When a revenue claim of 8 Confracting Stale is enforceable under the laws of tha! State and Is
cwed by a person who, at that bme, cannol, under the Lrws of thal State, prevent it collection, that
revenue claim shall, at the request of the competent authority of that State, be accaphed for purposes
of collection by the competent authority of the other Contracting State. ' Thaf revenue claim shall be
colltcled by thatl other State in accordance with the provisions of its laws applicable to the
wmmmwmummmnﬂmmmm;mmumm
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4 WharlEmmﬁﬁaﬁmmEMHidammumﬂmufmmmmleaj‘
under 15 law, take measures of conservancy with a wew 1o ensure its collecthan, that revenue claim
shall, at e request of the compelent suthorty of that State, ba sccepled for purposas of taking
measures of consenvancy by he competont authorty of the cther Contracting State. That ofher State
shall lake measures of consgrvancy in retpect of thal rewenue claim in accordance with the provisions
of its laws as f the revenue claim were a‘fevenue claim of that other State even if; at the bme when
such measures are applied, the revenue cleim is not enforceable in the firsi-mentioned State or is
owed by & person who has a right 1o prevent B3 coliection

5 Motwithstanding the provisions of paragraphs 3 and 4, o revense claim- accopted by a
Conlracting State for the purposes of paragraph 3 or 4 shall not, in that State, be subject 1o the tme
limits or accorded any priarly applicable 1o & revenus dalm under the lws of that State by reason of
its noture &% such. In addthon, @ revenus clakm sccapied by a Contraciing Slate for the purposes of

3 or 4 shall not, in that Stake, hawve amy pnonty applicable fo that revenue claim under the
lrws of the other Céntradiing State,

6. Proceedngs with respect to the sxistence, valdty or the amount of 8 revenue clam of a
Contracting State shall only be brought before the couris or administrative bodies of that State.
Mothing in this Article shall be construed ag creating of providing any right (o such proceadings before
any court or administrative budrufhnﬂurmmﬁ

7. Where, al any time_ after a request has been made by a Contracting State wunder paragiaph 3 or
4 ard before the other Contracting State has collected and remitied humwmmnmm o the
first-mentioned Stale, the relevantrevenys claim ceasas to be:

a) in the case of @ mequesl under paragraph 3, a revenue claim of the first-mentioned .
State that |s enforceable under the laws of that Stateand is owed by a person who, at
that e, cannol, under tha linvs of that State, prevent its collection, or

b) in the case of a request under paragraph 4, 8 revenue claim of the first-mentioned
State in regpoct of which that Siale may, onder its laws, lake measures of
mmﬂhauﬁwtﬂmrﬂcﬂ.lﬂm.

4

the competent authority of the first-mentionsd State shall promplly nolify the compelant authorily of
the other Stale of thal fact and, ot the oplion of the other Slale, the firsi-mentioned Siate shall either
suspend urwm:lrlwl'lnmquut._

8 In no case shall the provisions of this Article be construed 30 as to impose on a Contracting
State the chigalton:

a) to carry out sadministratve measwres al dilriance with the laws and administrative
practice: of that or of the other Confracting Stabe;

b o carmy oul megsunes which would be contrany (o public policy (ordre pubbc);

c} 1o provide assistance f the other Conbracting State has not pursued afl reasonable
méasures of collection or conservancy, as the case miy ba, available under ilE Bws
of gdminisirative practice;

i) o provide assistance in those cazes where the administrative burden for that Staie is
clearty disproportionate 1o the benefit 1o'be derived by the other Confracting State



Articie 29
ﬂmiwmmmmmmm_
Nething in this Agreement shal affect the fiscal priviseges of members of diplomatic missions

of consular posts under the general rubss of international lew or under the provisions of special
SgieEmEnts

of
compietion of the procedures required by the respective lews for the entry inlo force of
Agregment, _

2. This Agreement shall enter o force on the date of the dater of the notifications refered to n
paragraph 1 of this Artiche, '

3. The provisions of this Agreement shall have effect:

a) in India;

() In respect of taxes withheld & source. on income derived on or after 1“
r_rnhmwmmuwhmhwm
grven,

(8) in respect of other Laxes on income, for taxes chargeabie for any tax year
beginning on o after 1™ January in the calendar yoar next following the year
in which the aler notce i given

THE G AZE T TE OF DA X TR A R AR [P (=S JEN,
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Articke 31
TERMINATION

This Agreement ghall remain in force indefinitely untit terminated by a Contracting State. Either
Contracting State may lerminate the Agreement, Bwough diplomatic channels, by giving notice of

e

termanation Al keasl s months before the end of any calendar year Deginving after the expiralion of -

frve years Wom Ihe oBte of entry ;o force of the Agreement In such event, the Agreement thall
crase 10 have effect

3} in lndiar :

{(} weth respect 1o taxes withheld 3t source. or amounts paid o credded on o sher 1™
Apad of the calondar year neat foliowing That in whacth the notice of lermination of the
Agreement is given; and -

(s} with réspect 1o taxes on income for any fiscal year beginning on or after 1% April of
the caendar yelr next lollowing that in which the nobice of lermination of the
= Agdeemend S given, ,

) i ICELEn i

i} norespect of laxes withheld a1 source. on incomég defived on o after 1" January n
ihe calengar year nexl foliowing the year i which the nolice is given,

(e} w0 respect of other taxes on Ncome R Lixes chargeable for any Lax year beginning
on o afier 1% January in the calendar yeBr nexd following the yoar in whch the notice
'S i, '

IN WITNESS WHEREOF the undersigned, duly suthorzed (hareto, have ngned his
Agregmint 1

DONE in duplicse at Mew Deltw on this Twenly-ttrd day of November 2007, oach in tha Hindi,
lalindc and English Lingoages. al weas being equally authentic. In case of dwergence of
inferpeetalion, the Englsh lexd sholl prewal :

For the Government of the Fﬂﬂﬂlw.ﬂ
Republic of India; lceland:
(" CHINAMBARAM) [AFNT MATHIE SEN)

Hotfication Mo, 15 RO0B £ o SO40VZ004-FTDH

) (Anits Kapur)
+oinl Secrelary, Governmiend of India .
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PROTOCOL
LLY.
THE AGREEMENT

EETWEEN THE GOVERNMENT OF THE REPUELIC OF INDIA AND THE
GOVERNMENT OF ICELAND

FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION
OF FISCAL EVASION WITH RESFECT
TO TAKES ON INCOME

Al the momant of signing the Agreement batween the Government of the Republic of Indla and (he
Governmen! &f leeland for the avoidance of double taxation end the prevention of fiscal evation with
respecl b thones on income, the undersigned have agnead (hat the followng provisions shall form sn
integral part of the Agreement.

L Ad Article 2 Paragraph 2

The lcelandic social secunty charge “Tryggingargiaid® shall nol be regarded as “laxes on the fotal
amounts ¢f wages or galsries paid by enterprises,” SR '

Il. Ad Artiels 8

thmu@hﬁﬁﬂlﬂdwﬁﬁﬂnﬁgﬂmuﬁhmw
{2005} on Afticle B, interest on invesiments direclly connected with the operation of ships or aircralt in
ndgrnational traffic shall be regarded as profits derived fiom the operation of such ships or aircrad #
they are inlegral to the camying on of such business, and the provisions of Article 11 shall ol apply in
relation o such interest, :

. Ad Arﬂ:il 10 [Dividends), 11 (Interest), 12 (Royalties and Fees -l'nr Technical Services),
: or 13 [Capital Gains) .

A corporation of gne of the Contracting States deriving dnvidends, interest. royalies, or capital gains
from sources within the other Conbracling Statos shall nol be entitied to the benefits of Article 10

(Daidends). 11 (interest), 12 (Royalties znd Fees for Technical Services), or 13 (Capital Gaing) it -

v @ By reason of special meagures the tax imposed on such corporation by the first-mentioned
Contracling State with réspect to such dividends, imerest, royalties, or capital gains is
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substantisly Jss than the tax generaly imposed by such Contracting State on corporate

profits; and

b 25 percent of more of the capital of such corporation is held of recced o i otherwise
derermened, afier consulation between the competent authonties of the Contracting States, o
be owned directly of indirectly, by one o mare persons who are not individual residents of the

furst-mentaned Conlracting Stale

v, “Ad Article 25 Paragraph 2

The provisions of parsgraph 2 of Articke 25 of this Agreement, shafl not Be construed as preventing a
Contracting State from charging the profits of a permanent establishment which a company of the
other Contracting Stale has in the firsl mentioned Stale al a rate of tax which is higher than thal
imposed on the profits of a4 simedar company of the frsl-mentioned Confracting Stale, nor &3 Deng o
confect with he prowsions of paragraph 3 of Aricle 7. hhlhnmwrmmmuuu
diflerences in the two rates, refermed 1o above will exceed 10 perceniage posnts.

M OWITNESS WHEREQF ihe undersigned, duly suthorized thenedo, have tigned tha Protocol

DONE n duplicate at New Dedhi on this Twenty-third day of Novernber 2007, each in the Hingi,
ketanhc and Englsh languages. al lests being equaly authenic In cate of dwergence of
inlerpretakion, the English lext shal peevad

For the Govemmaent of the For the Governamsnt of
Republic of India : - loaland :
{P. CHIDAMBARAM) (ARMNI MATHIESEM)

[Notification No. 19/2008/F. No. 504/3/2004-FTD-1)
ANITA KAPUR, Jt. Secy.
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