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MINISTRY OF FINANCE
(Depactment of Revenue)

NOTIFICATION
New Delhi, the 23rd November, 1981

INCOME-TAX

G.S.R. 612(F).—Whereas the annexed Coniertion between
the Government of India and the Governument of the Uniten
Kingdom of Great Britain and Northern Ireland for ‘the
avoidance of double taxation and the prevention of fiscal eva-
sion with respect to taxes on income and capital gains has
come into force on the notification by both the Contiacting
States to each other of the completion of the procedures re-
quired by their respective laws, as required by Article 27 of
the said Convention.

Now, therefore, in exercise of the powers conferred bv sec-
tion 90 of the Tncome-tax A:t, 1961 (43 of 1961) and sec-
tion 24A of the Companies (Profits) Sur-tax Act, 1964 (7 of
1964), the Centrul Government hereby directs that all the
provisions of the said Convention shall be given effect to in
the Union of India.
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CONVENTION
BETWEREN

THE GOVERNMENT OF INDIA

AND

THE GOVERNMENT OF THE UNITED KINGDOM
OF GREAT BRITAIN AND NORTHERN IRELAND
FOR

THE AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF FISCAL EVASION WITH RESPECT
TO TAXES ON INCOME AND CAPITAL QAINS

The Government of India and the Government of the United
Kingdom of Greal Britain and Northern Ireland;

Desiring to conclude a Convention for the avoidance of
double taxation and the prevention of fiscal evesion with
respect to taxes on income and capital gaiue :

Have agreed as follows :

ARTICLE 1
Personal scope

This Cenvention shall apply lo pessong who are residents of
one or both of the Contracting Statos.

ARTICLE 2
Taxos covered
(1) The taxes which are the subject of this Convention are:

(a) in the United Kingdom of Great Britain and Northern
Ireland :

(i) the income tax;

(ii) the corporation tax;

(iii) the capital gains ta<;

(iv) the petrolewn revenue tax: and

(v) the development land tax;
(hereinafier referred to as “United Kingdom tax™);

(b) in India :

i) the income-tax and any surcharge thercon mposed
under the Tneome-tax Act, 1961 (43 of 1961):
and

(ii) the surtax imposed upder the Comnranies (Piofits)
Surtax Act, 1964 (7 of 1964);

(bereinafter referred ty as “Tndian tax'’}.

2, This 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 this Convention
in addition to, or in place of; the existing taxes, The com-
petent authorities of the Contracting States shall notify each
other of any substantial changes which are made in their
respective taxation laws.

ARTICLE 3
General definitions

1. In this Conientinn, unleis the context otheiwise requires *

(a) the term “Unjied Kingdom™ mcans Gieat Britain and

- NWorthern Treland, including any urea outside the
territorial sea of the United Kingdom which n
accordance with international law has heen or may
hereinafter be deslgnated, undarl the laws of the
United Kingdom conceming the Continental Shell,
a¢ an area within which the rights of the Uniied
Kingdom with respect 10 the sea bed sand  sub-
soil and their natural resourczs may be exercised;

(h} the term “tax" means United Kingdom tax or Indian
tax, as the context requires ;

(c) the term “‘flscal year” in relation to Indif;mtux meang
‘previoug year' ns defined io the Income-tax  Act,
961 (43 of 1961);

{d) the terms “a Contracting State” and “the other Con-
tracting State” mean the United Kingdom or India,
ug the context requires;

(e) the term “person” includes an individusd, a company
and any other body of peisons;

(f) the term “company” meang any body corporale or
any entity which is treated us a company or body
corporate for tax purposes;

(z) the terms “enterprise of n Contracting State” and_
“enterprise of the other Contracting State” mean
respectively an enterprise carried on by a resldent
.of o Contracting State and an enterprise carried on
hy a resident of the other Contracting State;

(h) the term “competent nuthority” means, in the case
of the United Kingdom the Commissioners of In-
land Revenpue or thelr authorised reprusentotive,
and in the case of Indla the Central Government
in the Department of Revenue;

(i) the term “international trafic’ means any transport
by a ship or alreraft operated by zn entermise which
has its place of eifective management in a Contract-
ing State except when the ship or aireraft is operated
Ssoh:ly betwesn  places in the other Contracting

tate:

(3} the term “Government” means the Government of
a Contracting State or a political sub-divigion or
local authorﬁy thereof, In *relation to the United
Kingdom, the term “political sub-division”  shall
include Nortliarn reland

2. As reguids the application of this Convention by a
Contracting State any term not otherwise deflned shall, unless
the context otherwise requirzs, have the meaning which it
has under the laws of that Contracting State relating to the
laxes which are the subject of this Convention.

ARTICLE 4
Fiscal domicile

1. For the purposes of this Convention. the term “resident
of a Contracting State” means any person who, unde: the
law of that State. Is liable to texatlon therein by reasem of
his domicile, residence, place of management or anv other
criterion of a simflar natnre.

2. Where by reason of the provisions of parseraph 1 of
this Article an individual Is a resident of both Contiactin
States, then his statis <hall be determinzd in accordance wit
the following rules :

(a) he shall be deemed to be a resident of the Contruct-
ing  State in which he has a permanent hame
available to him. Tf he has a permanent home
available to him in both Contracting States, he
shall be deemed to be a resident of the Contracting
State with which his personal and economic rela-
tions are closer (centrc of vital interests) ;

(b) if the Coniracting State In which he hug his ventic
of vital interests cannot be determined, or if he
has not a permunent home available to him in
either Confracting Stute. he shall be deemed to be
g resident of the Contracling State in which he
has an habitual abode :

(c) if he has an habitual abods in both  Coufracting
States or in neither of them. he <hall be deemed to
be a resident of the Contracting Statz of which he
is a national;

(@ if he Is a national of both Contcacting State or of
neither of them, the competent nuthorities of the
Contracting States shall settle the question by
mutual agreement.

3. Where by reason of the provisions of saragiaph 1 of
this Arlicle & person other than an individual 1y a res.dent
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of both Contracting States, then it shall be desmed to_be
a resident of the Contracting State 1 which its place of effec-
tive management is situated.

ARTICLE 5§
Perimanent establishment
For the purposes of this Convention, the term “permapent

establishment” means a fixed place of business in which the
business of the enteiprise 15 whoily or putly cartied on.

2. The term
especially :

“permancnt  establishment”™  shall include

(a) a place of management ;
{b) a branch;

(c) an office;

(d) a factory;

(e) a workshop;

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

(g) a warchouse in relation to a person providing

stoiape facilities for otheis;

(h) a mine, guarry or other place of extraction of
natural resources;

(i) an installation o1 structurg used for the exploration
of natural resources;

(§) a building site or construction, installation or assembly
project or supervisory activities in connection there-
with, where such site, projsct or supervisory acti-
vity  continues for a period or more than six
months, or where such project or supervisory ucti-
vity, being incidental to the sale of machinery or
equipment, continues for a period not exceeding.
six months and thg charges payable for the project
or supervisoly «ctivity exceed 10 per cent of the
sale price of the machinery and equipment.

3. The term “permanant establishment” shall not be deemed
to include :

(a) the use of facilities solelv for the purpose of storage
or display of goods or merchandise belonging to
the enterprise;

(b} the maintenance of a stock of goods or merchandise
belonging to the eaterprise solely for the purpose
of storage or display ;

(c) the maintenance of a stock of goods or merchandise
belonging to the enterprise solely for the purpose
of processing by another enterprise;

(d) the maintenance of a fixed place of business solely
for the vurpose .of purchasing goods or merchandise
or for collecting information, for the enterpiis?;

(e) the maintenance of a fived place of business solely
for the purposs of advertising, for the supply of
information o; tor scientific research, being acti-
vities solely of a preparatory or auxiliarv charac-
ter m the trade or business of the enterprise. How-
ever, this provision shall not be applicable where
the enterprise maintains any other fixed place of
husiness in the other Contractine State for anv
purpose or purposes other than the purposes speci-
fied in this paragraph.

4. \ person acting in a Contracting State for or on behalf
of an enterprise of the other Contracting State other than an
agent of an independent status to whom paragraph 5 of
this Article applies shall be deemed to be a pcrmanent estab-
lishment of that enteiprise in the fiist-mentioned State if :

{2) he hos and habitually exercises in that State, an
anthority to negoiiate and enter into confracts for
or on behalf of the enterprise, unless his activities
are limited to the purchase of goods or merchandi~c
fer the enterprice; or

(b) he habitually maintains in the first-meationed Con-
tracting & ate u stock of goods or meichandi.e be-
longing to the enterprise from which he iegulaily
delivers goods or merchondise for o1 on behali of
the enterprise.

5. An enterprise of a Lontiacung State shall not be decrued
to have a permanent establishment in the other (ontracting
State metely because 1t cariics ci. business in that other
State through a broker, genzral commission agent or any
other agent of an independent status, wWheis such peisoas wic
acting in the ordinary course of their busmess. However, if
the activities of such an agent are carried out wholly or alm.ost
wholly for the enterpiise (or for the ente:prise tnd other
enterprises which are controlled by it or aave @ centroliing
interest in it) he shall not be copsideired to be an agent of
an independent status for the purposes of this paragraph.

6. The fact that a company whic Is a resident of a Con-
tracting State controls or is controlled by a company which
is a resident of the other Contracting State, or which cat.ies
on business in that other State (whether through a perm-nent
establishment oy otherwise), shall not of itself  constitute
either company a permanent estoblishment of the other

ARIICLE 6
Income {rom immovable properly

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

(2) (a) The term “immovable property” shall, subject to
the provisions of sub-paragraph (b) of this paragraph
be defined in accordance with the law of the Con-
tracting State in which the pioperty in question is
situated.

(b} The term “immovable propert,” shall in any case
include property accessory to immovable propertv.
livestock and equipment used in agriculture and
forestry, rights to which the provisions of geneial
law respecting landed property apply, usufruct of
immovable property and rights to variable or fixed
payments as consideration for the wortking of, or
the right to work, mineral deposits, sources and other
natural resouarces. Ships and aircraft shall not be
regarded as immovable propeity.

3. The piovisions of- paiagraph | of this Article sha'l
apply to income derived from the direct use. lefting, or use
in any other form of immovable property.

4. The provisions of paragraph 1 and 3 of this Article
shall also apply to the income from immovable property of
an enterprise and to income from immovable propetty nsed
for the performance of professional services.

ARTICLE 7

Business profits

I The profits of an enterpiise of a Contiacting State shall
be taxable only in that State unless the enterprise carries
on buiness in the other Contracting State through a perma-
nent establishment situated therein. If the enterpiise carries
on business as aforesaid, the profits of the enterprise mav
be taxed in the other State but only so much of them as
is attributable to that permanent establishment.

2. Wheie an enteiprise of a Contracting State carries o
business 1 the other Contracting State through a permanent
establishment situated therein, there shall be in each Con-
tracting State De attribued to that pe.manent establishment
the profits which it might be expected to make if it were a
distinet and separate enterprise engaged in the same or simi-
lag activities under the same o1 <imilar condition. and dealing
wholly inJdependently with the enterpiise ~f which it is a
permanent eslabl shment.

3 In so far as it has been customaiy in a Confracting
ftate according to its law to determine the profits to be
attriputed to a peimanent establishment on the basis of an
apportionment of the ftotal profits of the enterprise to fts
variows parts, nothing in patagraph 2 of this Artidle shall
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preclude that Contiacting State from determining the profits
to be taxed by such an apportionment as may be customary;
the method of apportionment adopted shall, however, be
such that 1he result shall be in accordance with the princi-
ples kid down in this Arucle,

4.(a) in the determination of the profits of a permanent
establishment, there shall be allowed as deductions

expenses of the enterptise which are incurred for

the purposes of the permanent cstablishment, in-
cluding only those executive and general admin’s-
trative expenses incurred, whether in the State
which the permanent establishment is sitvated or
elsewhere. which are allowed under the provisions
of the domestic luw of ithe Contracting State in
which the permanent establishment is situated.

Provided that where the law of the Contracting
State in which the permanent establishment ig situa-
ted imposes a restriction on the amount of the exe-
cutive and general adminisirative expenses which
may be allowed, and that resiriction is relaxed or
overriden by any convention between that Contract-
ing State and a third State which enters intg force
after the Jate of entry intp force of this Conven-
tion, the compefent authority of that Contracting
State shall notify the compctent authority of ths
other Contracting State of the terms of the corres-
ponding paragraph in the Convention with that
third State immediately after the entry into foice
of that Convention and, if the compeienr authority
of the other Contracting State so requests, the pro-
vis.ofis of this sub-paragraph shall be amended by
protocol to reflest such terms.

-

(b)Y However. no such deduction shall be allowed in 1es-
pect of amounts, if any, paid (otherwise than to-
wards 1eimbursement of actual expenses) by the
permanent establishment to the head office of the
enterpiise or any of its other offices. by way of
joyalties, fees or other similar payments in return
for the use of patents or other rights, or by way of
commission, for specific seivices performed or for
management. or. ex'ept in the case of a banking
enterprise, by way of Interest on monies lent to the
permanent establishment. Likewise, no account shall
be tahen in the determination of the profits of a
permanent establishment of amoonts charged (other-
wise than towards reimbursement of actual ex-
penses) by the permanent :stablishment to the head
ofiice of the enterprise or anv of its other offices,
by way of royalties, fees op other similar payments
in return for the use of palents or other rights, or
by way of commission, for specific services per-
formed o: for management, or, except in the case
of a banking enterprise. by way of interest on
monies lent to the head cffice of the enterprise
or any of .is other offjces.

{5) No prefits shall be attiibuted to a permanent establish-
mepr by reason of the mere purchase by that permanent
establishment of g2oods or merchandise for the enterprises

6. Where profits include items of income which are. dealt
with separately in other Articles of this “Convention, then
the provisions of those Asticles shall not be affected by the
arovisions of this Article. .

ARTICLE 8
Air transport

1. Income derived from the operation of aircraft in inter-
nationo! traffic by an enterprise of one of the Contracfing
States <hall vol be taxed in the other Contracting State.

2. The provisions of paragraph | of this Article shall
tikewize apply in respect of participation in pools of any kind
by enterprises cngaged in nip transport.

3. o1 the purposes of this Article :
(a) interest on funds connected with the ope'ration nf

aircraft in international traffic shall be regarded as
meome fiom the operation of such airctaft; and

(b) the term “operation of aircraft” shall include tgans-
portation by air of persons, livestock, goods or
mal, carried on by the ownirs or lessees or char-
tere;s of aircraft, incleding the sale of tickets for
such fransportution on behalf of other enterprises.
the incidental lease of aircraft on a charter basis and
any other activity directly conpected with such
transportation.

4. Gains derived by an enterp:ise of a Contracting State
from the alienation of aircraft owned and operated by the
enterprise, the income from which is taxable only in that
State, shall be taxed only in that Stafe.

ARTICLE 9
Shipping

1. Income ot an ente:ptise of a Contracting State from
the operation of ships in jmernational traffic shall be taxable
only in that State.

2. Notwithstanding the provisions of paragraph [ of this
Article such incoire may be taxed in the other Contracting
State from which it is derived provided that :

(2) the income js in respect of any one or more of the
first ten fiscal years for which this Convention has
eifect ; .

{h) the tax chargeable on that incoms shall be S0 per
cent of the tax which would bave been chargeable
in the absence of this Convention in respect of the
income for the first five fiscal years for which
this Convention hus effect and 25 per cent of such
tax for the next following five years.

3. The provisions. of parugraph 1 and 2 of this Artcle
shall not apply fo income fiom journeys belween places which
are situated in a Contracting State.

4. For the purpose, of this Article, income from the ope-
ration of ships includes income derived from the rental on
a bareboat busis of ships if such rertal income is incidentul
to the income described in paragraph 1 of this Article.

5. Notwithstanding the poovisions of Article 7 (Business
profits). the provisions of paragraphs 1 snd 2 asd 5 of this
Article shall likewise apply to income of an enicrprise of a
Contracting Stale from the wuse. muintenance or renfal of
containers (neluding trailers and relaied equipment for the
transport of containers) used for the transport of goods cor
merchandise.

6. The provision, of this Article shall apply also to in-
come derived from participation in o pool. a joint business
or an inteinational operating agency.

7. Gains derived by an eaterprise of a Contracting Stote
from the alienation of ships vr vontainers owned and opeiated
hv 1he cnterprise shall be taxed only in that Stute if either
the income from the operatinn of the alienated ships or
containers was taxed oaly in that State, »r the ships or
containers are situated oufaid: the other Contracting Stute
at the time of the alienation.

ARTICLE 10
Accoclated enterprises
Where :

(a) an enterprise of a Contracting Stale participates
directly or indireitly in the management, control
ar capital of an enmerpriss ¢f the otber Conlracting
State ; or

th) the sapie persous pasiicipatz directh or indirectly
in the managemen! control or capiial ot an enter-
pitse of a Contracting State and an enterprise of
the other Contracting State ;

and i etthe: case conditions are made or imposed betwecn the
two enterprises in their comme gial op finoncial relations
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which differ from those which wouly be made between inde-
pendgnt enterprises, then any profits which would, but for
those conditions. have accruad to one of the enterpriscs,
but, by resson of ihose conditions., have not so accrued.
may be included in the profits of that enterprise and taxed
accordingly.

ARTKCLE 11
Dividendy

I tay A div.dend paid by a company which ig a resident
‘of the United Kingdom to =« resident of India may
be taxed in India. ’

(b} Where under paragiaph 2 of this Ariicle, a resident
of India is entitled to a tax aedit in respect of
that dividend, tax may also be charged in the
United Kingdom and according to the laws of the
United Kingdom on the .ggregat: of the amount
pr value of the dividend and the amount of the
wx credit, at a rate 19t exceeding 15 per cent.

(c) Except as provided in sub-paragraph (b) of this para-
graph, a dividend derived from a company which
is a resident of the United Kingdom by a resident
of India. who is the beneficial owner of that dividend
shall be exempt from any tax in the United King-
dom which is chargeable on dividends.

2. A resident of India who receives a dividend from a
company Wwhich is a resident of the United Kingdom shall,
subject to the provisions of paragraph 3 of this Article and
provided he is the beneficial owner of the dividend, be entitled
to the tax credit in respect of that dividend which an indivi-

dual 1esident in the United Kingdom would have been entitled -

to had he received that dividend, and to the payment of any
excess of that ta< credit over his lability to United Kingdom
tax.

3. Paragraph 2 of thig Article shall not apply where the
beneficial owner of the dividend is a company which either
alone or together with one or more associated companics
controls directly or inditectly at least 10 per cent of the
voting power in dhe company paying the dividend. For this
purpose two companies shall be deemed to be associated if
one is controlled directly or indirectly by the other, or both
are controlled directly or indirectly by a third company.

4, A dividend paid by a company. which is a resident of
India to a resident of the United Kingdom may be taxed in
the Uniied Kingdom. The dividend may also be taxed in
India but. where the dividend relates in whole or*ip part to
a new contribution, the Indian tax so charged shall not exceed
15 per cent of the gross amount of the dividend attributable
to the new contribution.

5. The pieceding paragraphs of this Article <shall not
affect the taxation of the company in respect of the profits
out of which the dividend is paid.

6. The provisions of paragraphs 1, 2 and 3 or, as the
case may be, paragraph 4 of this Article shall not apply if
the beneficial owner of the dividend, being a resident of a
Contracting State, has in the other Coatiacting State of which
the company paying the dividend is a resident, a permanent
establishment or fixed base with which the holding by virtue
of which the dividend is paid is effectively connected. In
such a case the provisions of Article 7 (Business profits) or
Article 15 (Independent personal services), as the case may
be. shall aprly.

7. Wherz a rompeny which i’ 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
dividends paid by the company. except insofar ag such
divends are paid to a resident of that other State or insofar
ay the holding in respect of which the dividends are paid
is effsctively conmected with a pormanent establishment or
a fixed base situated in that other State nor subiect the
comrony’s undistribiuted profits to a tax on the company’s
undistributed profits, even if the dividends paid or the un-
dist-ibuted profits consist wholly or partly of profits or
income arising in that other State, .

8. As used in this Article the term “dividend”™ means in-
come from shares o other rights, not being debt-claims,
participating in profits. as well as mncome from other cor-
porate rights treated in the sumne munner ag income from
shares by the taxation law of the State of which the company
making the dstribution 13 a resident and any other item
tgther than interest which falls within the provisions of
Article 12) treated as a dividend or distribution under that
Taw. i

9. As used in paragiaph 4 of this Asticle the term “new
contribution” means any share capital, other than bonus
shares, issued after the date of entry inte force of this Con-
vention by » company which is a resident of India, and
beneficially owned by « resident of the United Kingdom.

ARTICLE 12

Interest

1. lnlerest 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-
iracting State in which it arises and according to the law of
that Siate, provided that where the resident of the other
Coniracting State is the beneficial owner of ihe interest
and it is paid in respect of a loan or debt fi:st created after
the date of entry into foice of this Convention, the tax so
charged shall not exceed 15 per cent of the gross amount
of the interest.

3. Notwithstanding the provisions of- paragraph 2 of this
Article

(a) where the interest is vaid to a bapk carrying on a
bona fide banking business which is a resident of
the other Contracting State and is the beneficial
owner of the interest, the tax charged in the Con-
tracting State in which the interest arises shall not
exceed 10 per cent »f the gross amount of the
interest :

{b) where the interest is paid to the Government of one
of the Contracting States or a political subdivision
or local authority of that State or the Reserve Bank
of India, it shall not be subject to tax by the State
in which it arises.

4. The term “intcrest” as used in this Article means in-
come from debt-claims of every kind, whether or not eecured
by mortgage and whether or not carrying a right to partici-
pate in the debtor’s profits, and in particularly, income from
government securities and income from bonds or debentures,
including premiuvms and prizes attaching to such securities,
bonds or debentures, ’

5. The provisions of paragraphs 1. 2 and 3 of this Article
<hall pot anply if the beneficial owner of the interest, being
- ~esident of a Contracting “State, carries on business in the
other Contracting State in which the interest arises through
a permanent establishment gituated therein, or performs in
thut other State independent persouna]l services from a fixed
hase sitnated therein, and the debt-claim in respect of which
the interest is paid is effectively connected with such perma-
rent establishment or fixed base, In such case the provisions
of Article 7 (Business profits) or Article 15 (Independent
pertsonal services), as the case may be, shall apply.

6. Interest shall be deemed to arise ir - Contititipa Stats
when the payer is that State itself. o~ o »p’'r b ool Teliian
a Jocal authority or a residert of that &1+ Wie » hawe
eve:, the person paying the intcrest, whether he is a resident
of a Contracting State or not, has in a Contracting State a
permanent establishment or a fixed base in ronrect'on with
which the indebtedness on which the interest iy paid was
incurred, and such interect is borme by that permanent esta-
blishment or fived base then su=h interest shall be deemed to
arise in the Contracting State in which the permanent esta-~
blishment or fixed base is <ituated.

7. Where, owing to a special relutionshin between  the
payer and some other person. the amount of the interest paid
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exceeds for whatever reason the amount which would havs
been paid in the absence of such relationship, the provisions
of this Article <hal! applv only 1o the last-mentioned amount.
In that case, the excess part of the payments shall remain
taxable according 1o the 1w of each Contracting Siate, due
regard being had 1o the other provisions of this Convention.

ARTICLE 13

Royalties and fees for technical services

1. Royalties and fees for ‘echnicul seivices arising in a
Contracting State and paid fo a resident of the other Con-
tracting State may be taxed in that other State.

2. However. such royalties and foes for technical services
may also be taxed in the Contracling State in which they
arise und accoiding to the law of that State ; provided that
where the royaltics or fees for technical services are paid to
a resident of the other Contracting State who is the beneficial
owner thereof and they are paid in respect of a right or
property which is first granted. or under a contract which is
signed, after the date of eutry into foice of this Convention,
the tax so chaiged shall not excesd 30 per cemt of the gross
amount of the royalties or fees for technical services.

3. The term “royalties” as used in thig Article means
payments of any kind including rentals received as a consi-
deration for the use of, or the right to use :

any patent, trademark. design or model, plan, secret
formula or process ;

(a

=

(b

-

industrial, commercial or scientific equipment, or in-
formation concerning industrial, commercial of
scientific experience :

any copyright of literary, artistic or scientific work,
cinematographic films, and films or tapes for radio
or televisions broadcasting ;

~

(¢

but does not include royalties or other amounts paid in respect
of the ope ation of mines or quarrids or of the extraction or
removal of natural resources.

4. The term “fees for technical services” as*used in this
Arlicle means payments of any kind to any person, other than
payments to dn employee of the person making the payments
and ‘to any individual for independent personal services men-
tioned in Article 15 (Independent personal services), in consi-
deration for services of a managerial, technical or congul-
tancy nature, including the provision of services of technical
or other personmncl.

5. The provisions of paragraphs 1 and 2 of this Atticle
shall not apply if the beneficial owner of the royalties or
fees for technical services, being a resident of a Contracting
State, ca:ries on business in the other Contracting State in
which the royalties or fees for (echnical services arise throvgh
a permanent establishment situated therein, or perform in
that other State independent personal services from a fixed
base situated therein, and the right, property or contract in
respect of which the royalties or fees for technical services
are paid is effectively connected with such permanent esta-
blishment or fixad hase. In such case, the provisions of
Article 7 (Business profifs) or Article 15 (Independent per-
sonal services), as the case may be, shall apply,

6. Rovalties and fees for techunical services shall be deemed
to arise in a Coniracling State where the payer is that State
itself, a political subdivision, a local authority or a resident
of that State. Whete, however, the person paying the royal-
ties o1 fees for technical services, whether he is a resident
of a Contracting State or not, has in a Contracting State a
permanent establishment or a fixed base in counection with
which the obligation to make the paymenis was incurred and the
payments are borne by that nermanent establishment or fixed

base, then the royalties or fees for technicals services shall -

be deemed to arise in the Contracting State in which the
permanent establishment or fixed base is situated.

7. Where, owing to a special relationship between the
payer and some other person, the amoupt of the royalties or
fees for technical services paid exceeds for whatever reason

the amount which would have bLeen p.id in the absence of
such relationship, the provisions of this Atuticle shalf apply
only tu the last-mentioned amount. In thar case, the etcess
part of the payments shall remuin tuxable according to the
law of each Contracting State, Jdue regar! bemng had to the
other provisions of this Convention,

ARTICLE 14
{apital gains

-Fxeept as provided in Articles 8 (Air transport) and 9
(Shipping) of this Convention, euch Contracting State may
tux vapital gans in accordance with the provisions of its
domestic Jaw.

ARTICLE 15

Department . peryonal .services

1. Income derived by a resident of a Contracting Stote
in respect of professional services or other independent acti-
vities of a similar character may be taxed in that State. Such
ificome may also be tuxed in the other Contracting State if
«uch services are peirformed in that other State and if :

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

(b) he has a fixed base regularly availuble to him in
that otherl State for the purpose of perforing his
activities ;

but in each case only so much of the income as is attribytable
to those services.

2. The term “professional services” includes independent
scientific, literacy, artistic, educational or teaching activities
as well as the independent activities of physicians, surgeons,
fawyers. engineers, architects, dentists and accountants.

ARTICLE 16
Department personal services

1. Subject to the provisions of Articles 17 (Directors’ fees),
18 (Artistes and athletes), 19 (Governmental remnneration
and pensions), 20 (Studeénts and trainees) and 21 (Teachers),
salaries, wages and other similar remuneration derived by
a resident -of a Contracting State in respect of an employ-
ment shall be taxable only in that State unless the employ-
ment is exercised in the other Contracting State. If the em-
ployment is so exercised, such remuneration as is derived
therefrom may be taxed in that other State.

2. Notwithsfanding the provisions of paragraph 1 of this
Article, remuneration derived by a resident of the United
Kingdom in respect of an emplovment exercised in -India
shall not be taxed in India if :

(a) he is present in India for o neriod or periods not
exceeding in the aggregate 183 days durine the re-
levant fiscal vear;

(b) the remuneration is paid by. or on behalf of,
employer who is not a resident-of Tndia: and

(¢) the remuneration is not deductible in comnuting the
nrofits of an enterprise chargeable to Indian tax.

an

3: Notwithstanding the provisions of para.‘graph 1 of this
Article, remuneration derived bv a resident of Tndia in respect
of an emplovment exercised in the Unifed Kingdom c<hall
not be taxed in the United Kingdom if :

(a) he is present in the United Kingdom for a period

or periods not exceeding in the aggregata 183 davs
during the relevant fiscal vear;

(b) the remuneration is paid by, or on behalf of, an

emplover who is not a resident of the Unj
Kingdom; and he United
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(¢} the remuneration is not deductible in computing
the profits of an enterprise chargeable to  United
. Kingdom tax.

4. Noteithstanding the preceding provisions of this Article,
1emuneration in respect of an employment exercised abroad
2 ship or aircraft in international traffic may be taxed in the
Contracting State of which the person deriving the profits
from the operation of the shin or aircraft is a resident,

ARTICLE 17
Directors’ fees

iyirectors’ fees and similar pavments derived by a residest
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 liat- other State.

ARTICLE 18
Artistes and athletes

i. Notwithstanding ¢ provisions of Articles 15 (Inde-
pendent personal s€rvices) and 16 (Department personal ser-
viies), income gérived by entertainers (such as stage, motion
piztwe, radio or television artists and musicians) or athletes,
from their fersonal activities as such may begtaxed in the
Qm%’pgtatc in which these activities are exercised.

2. Wherc income arising from personal activities as such
exercised in a Contracting State by an entertainer or athlete
accrues not to that entertainer or athlete himself but to
another person, that income may, notwithstanding the pro-
visions of Articles 7 (Business profits), 15 (Independent
personal services) and 16 (Department personal services), be
taxed in that Contracting State.

3. The provisions of paragraphs 1 and 2 of this Article
shall not apply if the visit to a Contracting State of the
entertainer or the athlete is directly or indirectly supported,
wholly or substantially, from the public funds of the other
Contracting State, including a political subdivision or local
anthority of that other State.

ARTICLE 19
Governmental remunerafion and pensions

{. Remuneration, other than a pension, paid by the (Govern-
ment of India to any individual who is a national of India
in respect of services rendered in the discharge of govern-
mental functions in tha United Kingdom shall be exempt
from United Kingdom tax.

2. Remumeration, other than a pension, paid by the
Government of the United Kingdom to any individual who
is a frational of the United Kingdom in respect of services
rendered in the discharge of governmenta]l functions. in India
shail be exempt from Indian tax.

3. Any pension paid by the Government of a Contracting
State to any individual in respect of services rendered fo
that Government shall be taxable only in that Contracting
State. ’ )

4, The provisions of this Article shali not apply to re-
muneration or pension in respect of services rendered in con-
nection with any trade or business.

ARTICLE 20

Students and frainecs

1. An individual who is a resident of 2 Contracting State
o1 'was A resident of that State immediately before visiting
the other Contracting State and who is temporarily present
in that nther State for the primary purpose of :

() rtodying at a university or other accredited or
recopnised educational institution in that other Con-
tracting State; or
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. . . . . . T
(b) sccuring training required to qualify him to practise
a mofcssion or a professional speciality; or

(c) studying or doing research as a recipicnt of a grant,
aflowance, or award from a governmental, religious,
chazitable, scientific, literary or educational organi-
sation;

’shaﬂ not be subject to tax by that other Contracting State
in respect of : ’

(i) gifts from abroad for the purposcs of his mainte-
nance, educction, study, research or training:

(ii) the grant, allowance, or award; and

(iii) income froin personal services iocndered in that
other Comracting State (other than any rendered
by an article clerk or othcr person undergoing pro-
fessional training to the person or nartnership to
whom he is articled or who is providing the train-
ing) not exceeding the sum of 750 pounds.sterling
oOr its equivalent in Indian currency during © any
fiscal year.

2. The exemptions under paragraph 1 of this Article shall
only extend for such period of time as may be reasonably
or customarily required for the purpose of the visit, but in
no event shall any individual have the benefit of paragraph
1 of this Article for more than 5 years. '

3. An individual who is a resident of a Contracting State
or was a resident of that State immediately before visiting
the other Contracting State and who is temporarily present
in that other State for a ncriod npot exceeding 12 months,
as an employee of, or under contract with, a resident of the
ﬁ;st—mentioned Contracting; State, for. the primary porpose
of :

(a) acquiring technical, professional or business. experi-
ence from a person other than that resident of
the firs:-me:ntioned Contracting Statc; or

(b) studving at a wniversity or other accredited or 1e-
cognised educational institution in that other Con-
tracting State;

shall not be subject to tax by that other Contracting State
on his income from personal services performed in the other
Contracting State for that period in an amount not exceed-
ing 1.500 pounds sterling or its equivalent in Indian currency.

4. An individual who is a resident of a Contracting Statp
or was a resident of that Stale immediately before viiting
the other Contracting State and who is temporarily present
in that other State for a period not exceeding 12 months as
a participant in a programme sponsored bv the Government
of the other Contracting Strte, for the primary purpose of
training, research or study, shall not be subject to tax by
that other Contracting State in respect of ‘bayments ' made
by the Government of the first-mentioned Contracting State
for the purposes of his maintenance, training, research, or
study. ’

ARTICLE 21

Teachers

1. An individual who visits 2 Contracting State for a period
not exceeding two years for the purpose of teaching or

engaging in research st a university, college o' other re-

cognised educational institution in that-State, and who 'was
immediately before that visit a resident--of the other Con-
tracting State, shall be exempted: from tax by the first-men-
tioned - Contracting State on anv remnteration - fof such
teaching or research for a period not exceeding two vears
from the date he first visits that State for such purpose.

2. This Article shall onlv applv to'i,ugqmég Arom research
it cuch research is undertaken by the individual in the pubtic
interest and not primorily for the benefit of some other private

person or persons.
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ARTICLE 22
Elimination of doubls taxntion

1. Subject to the provisions of the law of the United
Kingdom regarding the allowance as a credit against Uniled

ingdom tax of tax payable in a territory outside the United

gdom (which <hall not affect the general principle
hereof) :

() Indian tax payable under the laws of India and in
accordance with the provisions of, this Convention,
whether directly or by  deduction, un profits.
income or chargeable gaing from sources within
Indin (excluding, in the cese of a dividend, tax
payable in respect of the profits out of which the
dividend is paid) shall be allowed as o credit against
any United Kingdom tax computed by reference to
the same profits, income or chargeable gains by
reference to which the Indian tax is computed.

(b) In the case of o dividend paid by a companv which

is a resident of India to a company which is a

resident of the United Kingdom and which controls

directly or indirectly at least 10 per cent of the
voting power in the company paving the dividend.
the credit shall take into account (in addition
to eny Indian tax for which credit may be allowed
under the provisions of sub-paragraph (a) of this
paragraph) the Indian tax payable by the companv
in respect of the profits out of which snch dividend
is paid. -

Provided that this paragraph shall not apply to a company
which Is a resldent ol the United Kingdom and is n Pet-
rolenm Company as defined for the purposes of Schedule 9
to the Ofl Taxation Act 1975.

2. Subject to the provisions of the law of India regardiog
the allowance ns , credit against Indian tax of tax pavable
in a territory outside Indla (which ghall not affect the penerat
principle hercof), the amount of United Kingdom tax
payable, under the laws of the United Kingdom and in ac-
cordance with the provisions of this Convention, whether
directly or by deduction, by a resident of Indla, in res-
pect of income from sources within the United Kingdom
which has been subjected to tax both in India and the United

shall be allowed as a credit against the Indian tax
payable in respect of such income bul in an amount not
exceeding that proportion of Indian tax which soch income
bears to the entire income chargeable to Indian iax. In no
case shall credit for United Kingdom tax be glven agalost
the additiona] income-tax on undistribtzted income of com-
panica.

For the purposes of the credit referred to this
paragraph, where the resident of India is a company by
whicfusuﬁax ia payable, the credit 10 be allowed against
Indian tax shall be rllowed in the flrst instance -against 1he
income-tax payable by the company in Fndia and. ae!to the
balance, if any, against the surtax payabie by it in India.

3. For the purposes of poaragraph 1 of this Article the
term ‘Indian tax payable’ shall be deemed to include any
amondt which won'd bave been payeble gs Indlan tax ™ut for
a deduction allowed in computing the taxable income or un
exemption or reduction of tax granted for that vear under -

(a) soctions 10(4), 10(4A), 10(6) (vila), 1{1%) (iv),
32A, 33A, 35B, 35CC. 80HH, 80 and 80K of the
Income-tax Act, 1961 (43 cf 1961). so far as ihey
were in force on and have not been modified since
the date of signature of this Convention ‘or have
been ruodifled only In minor respects s0 as not to
affect their general character ; or

(b) any other provision which may subsequently bhe
made granting an exemption or reduction from tax
which s agreed by the competent authorities of the
Contracting States to bo of a substantlally similar
character, if it has not been modifled thereafter
or hnas been modified only in minor respects ao  as
not to affect its general character,

Provided that relisf from United Kinpdom tax uh;all not
be given by virtue of this paragraph in respect of income
from anv source if the income relates to » perlod starting

more than 10 fiscal years after the exemption from, or se-
duction of, Indian tax is first granted to the resident of the
United Kingdom or to the resident of' India, as the case may
be, in respect of that source.

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

5. For the porposcs of paragraphs 1 and 2 of this Article
profits, income and chargeable gains owned by a resident
of a Contracting State which may be taxed in the other
Contracting State in accordance wilh the provisions of this -
Convention shall be deemed to arise from sources in that
other Contracting State. .

6. Where profits on which an enterprise of a Contracting
State has been charged to tax in that State are aiso included
in the profits of an enterprise of the other State and the

rofits so included are profits which would have accroed to
that enterprise of the other State if the conditions made
between the enterprises had been those which would have
been made between enterprises dealing wholly independently
with each other, the” amount included in the profits of both
enterprises shall be treated for the purposes of this Article
as income from n source in the other State of the enterprize
of the flrst-mgntioned State and relief shall be given ac-
cordingly undér the provisions of paragraph 1 or paragraph 2
of this Article.

7. For the purposes of this Article the term “in accordanve
with the provisions of this Convention" shall include taxes
which are the subject of this/ Convention and imposed on
income not expressly riéntioned in the Convention.

ARTICLE 23
Non-discrimination

1. The natfonals of a Contracting State shall not be sub-
jecled in the other Contracting State to any taxation or avy
requirement connected thetewith which is other or more
bordensome than the taxation and connected requirements fto
which nationals of that other State jn the same circumstances
are or may be subjected.

2, The taxhiion on . permanent establishmenl which an
enterprise of a Contrqrting State has in the other Contract-
ing State shall not be less favourably levied in that othe:
State than the taxation levied on enterprises of that other
State carrying on the same activities in tgc same circumstan-
ces or under the same conditions. This provision shall not
be construed as preventing a Contracting State from charging
the profits of a permanent establishment which an
of the other Contracting State has in the first-mentioped State
at o rate of tax which is higher than that imposed on the
lianroﬂ& ?f a smﬂmﬁm m?jf:t tl::hgrilltl-mentiomd Contract-

z ¢, NOT Ay to o provisiong of -
graph 4 olP Asticle 7 of this Convention, pam

3. Nothing contained in thig Article shall be construed as
obliging a tracting State to t to individoal wot reei-
dent in that State any personal allowuncu, reliefs and reduc-
tons for taxatlon purposes which are by law available. onty
to individuals who are so resident,

4. Enterprises of a Contracting State, the capital of which
is wholly or partly owned or controlled, directly or indirectly,
by one or more refidents of the other Contracting State, shall
not be subjected in the first-mentioned Contracting State to
any taxation Or any requirement connected therowith which
18 other or more burdensome than the taxation and connected
requirements to which other similar enterprises of that frst-
mentioned State are or may be subjected,

5. In this Article, the term “taxation™ means taxes which
are the subject of this Convention.
ARTICLE 24
Mutunl agreement pi'ocedure

1. Where a resident of a Contracting State considers that
the actions of one or hoth of the Contracting Sratey result
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or will result for him in taxation not in accordance with ‘this
Convéntion, he may, notwithstanding the remedies provided

by the national laws of those States, present his case to the-

competent authority of the Contracting State of which he is
a resident.

2. The competent authority shall endeavour, if the objec-
tion appears to it to be jusiified and if it is not itself able
i arrive at an appropriate solution, to resolve the case by
mutual agreement with the competent authority of the other
Contracting State, with a view to the avoidance of taxation
not in accordance with the Convention.

3. The competent authorities of the Contracting Statcs
shall endeavour to resolve by mutual agreement any difficul-
ties or doubts arising -as to the interpretation op application
of the 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 para-
graphs.

ARTICLE 25
Exchange of Information

The competent authorities of the Contracting States
shall exchange such information (being information and docu-
ments which are at their disposal under their respective taxa-
tion laws and obtained in the normal course of administra-
tion) as is necessary for carrying out the provisions of this
Convention or for the prevention of fraud or the adminis-
tration of statutory provisions against legal avoidance in
relation to the taxes which are the subject of this Conven-
tion, Any information or documents so exchanged shall be
ireated as secret but may be disclosed to persons (including
a court or administrative body) concerned with assessment,
collection, enforcement or prosecution in respect of taxes
which are the subject of this Convention, No information or
documents shall be exchanged which would disclose any
irade, business. industrial or professional secret or any trade
process.

ARTICLE 26
Diplomatic and consular officialy

I. Nothing in this Convention shall affect the fiscal pri-
sileges of diplomatic or consular officials under the general
ules of international law or under the provisions of special
agreements.

2. Notwithstanding the provisions of paragraph 1 of Arti-.

<le 4 (Fiscal domicile), an individual who is a member of the
«iplomatic, consular or permanent mission of a Contracting
State which is situated in the other Coniracting State and
who is subject to tax in that other State only if he derives
income from sources therein, shall not be deemed to be a
resident of that other State for the purposes of this Conven-
tion.

ARTICLE 27
Entry loto 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 Convention, This Convention shall
enter into force on the date of the Jater of these notifications
and shall thereupon have effect :

tay in the United Kingdom of Great Britain and Nor-
thern lreland :

tiy in respect of income tax and capital gains tax,
for any year of assessment beginning on or after
6 April in the calendar year next following that
in which the later of the notifications is given :

e W DI T Lt

sii+ in respect of corporation tax, for any financial
vear beginning on or after 1 April in the calen-
dar year ncxt following that in which the later
of the notifications is given;

i) in respeet of petroleum revenue tax, for zay chage-
able period beginning on or after ! Januwy jn
the calendar yean next following that in which the
later of the notifications is given;

tivl in respect of devglopment land tax, for any rea-
lised development value accruing onr or after 1
April in the calendar year ngxt following that
in which the late; of the notifications is given;

+h) in India. in respect of income arising in any fiscal
vear beginning on Or after the first day of April
next following the calendar vear in which the later
of the notifications is given,

ARTICLE 28
Termiuation

This Convention shall remain in force until termyinated by
one of the Contracting States, Either Contiacting State may
terminate the Convention, through the diplomatic channel,
by giving notice of termination at least six months before
the end of any calendar year beginning after the expiration
of ten years from the date of entry into force of the Conven-
ti?n. In such event, the Convention shall cease to bave
effect :

ta) in the United Kingdom of Great Britain and Nor-
thern Ireland:

ti) in respect of income ‘ax and capital gains tax,
for any year of assessment beginning on or after
6 April .in the calendar year next following that
in which the notice is given’;

{ii) in respect of corporation tax, for any financial
year beginning on or after 1 April in the calen-
dar year next following that in which the notice
is given ;

{iii) in respect of petroleum revenue tax. for sny charge-
able period beginning on or after 1 January in
the calendar year next following that n which
the notice is given;

tiv) in respect of dcveloprﬁent land tax, for any rea-
lised development value accruing on or after
1 April in the calendar year next following that
in which the notice is given; and

(b) in India, in respect of income arising in any fiscal
year beginning on or after the first day of April
next following the calendar year in which the notice
is given,

In witness whereof the undersigned, duly authorised there-
to by their respective Governments, have signed this Con-
vention.

Done on this 16th Day of April, 1981 in New Delhi on
two original copies each in the Hindi and English languages,
both the texts being equally authentic. In case of divergence

between the two texts, the English text shall be the opera-
tive one.

FOR THE GOVERNMENT
OF INDIA :

G. RAMACHANDRAN

FOR THE GOVERNMENT OF
THE UNITED KINGDOM OF
GREAT BRITAIN AND
WORTHERN IRELAND :

J. A, THOMSON

[No. 501/6/75-FTD]
R. R. KHOSLA, Jt. Secy.
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