CONVENTION e

between the italian Republic and the Soc1ahst Federal
Republic of Yugoslavia for the avoidance of ‘double
taxation with respect to taxes on income and_;pn capltal_
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THE' ITALIAN REPUBLIC

and

.

DESIRING 10 ‘conclude 2 Conventiofi” “ for the avmdance of doub]e
taxation w;th respe.ct to taxes on mcome and on capital

HAVE AGREED AS FOLLOWS‘.
[ ‘..1‘5,‘;:-“ cet Tai el
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(Personuf scope)

S P TR M :.;»;‘.:“'

This Convention shall appl\ to p“rsons who are res&dents of one
or both ol the Contracting States. :

T TR TRICEIT ¥ e,uﬂl
: - '(Taxes coverea}
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Tl’us Copvention - shall appl} i1o° taxes on mcame and ‘on
capital imposed in a Contracling State or in its pouucal ‘ot admi-
nistrative subdivisions ;o7 Jocal authorities, irrespective, of -the 'man-
ner in which thev are Jevied., The Convention . shall., also .apply-.to
the . coniributions levied in Yugoslayia, .excepl . 1o‘comrzbunons Epr

social security.
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2. There shall be regarded as taxes on income and on capnal
all taxes imposed on total income, ON total capital, or on elements
of income or of capital, including taxes on gains from the alienanon
of movablc or hinmovable™ property, taxes - on “the” total**amounts of
wages or salaries’ paid- by’ cnterprises, as well ag: taxes(ron “cdpital

appreciation. - In . the, sense cof this; Convention,:.as olaxesqyshall be

regarded also the contributions rcferred 10 in. paragraph .1, of this
Article. vt
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3. The taxes to whxch this. Coﬂ\emlon shall apply are, in par
ticular: : o LI
s
a) in Yugoslavia:. .. .. 4y
1) porez i doprinosi iz dohotka®organizacija udruienog rada (the
tax and comnbuuons on ihcome of organizations of associated
labour);
2) porez i dopnn051 iz li¢nog dohotka iz radnog odnosa (the tax
and contributions on personal income derived from dependent per
sonal services);

3) porez i doprinosi iz liénog dohotka od poljoprivredne delat
nosti {the tax and contributions on personal income derived from
ggrhultural activity); R e

#: 4) porez-i dopnn051 iz hcnog dohotka od” samostalnog obavljanja
privrednih 1 ncprwredmh defatnosti” {the 'tax ‘and “contibutions on
personal income  derived from mdependent economic and non-eco-
nomic activitics);

5) porez i doprinosi iz li¢nog dohotka ©d autorskili prava, pate-
nata i tehni¢kih unapredjenja (the tax and contributions on personal
income derived from copyrights, patents and technical improve-
ments); .

6) porez na prihod od imovine i imovinskih prava (the tax on
revenue from capital and capital rights);

7) porez na imovinu (the tax on capital};
8) porez iz ukupnog prihoda gradjapa (the tax- on total revenue
of citizens); A

9) porez na dobit stranih lica ostvarenn ulaganjem u domacu
organizaciju udrufenog rada za svrhe zajednickog poslovanja (the tax
on profits of foreign persons derived from investments in a domestic
organization of associated labour for the purposes of a joint venture);

' 10) porez na dobit stranih hca ostvarenu . izvodjenjem investicionih

radova (the tax on profits of foreign -persons- derived from invest-

ment works);

11) porez na prihod stranih lica ostvaren od prevoza putnika i
robe (the tax on revenues of foreign persons derived from passenger
and carge transport) (hereinafter referred to as = Yugoslav tax »);

b) in Taly:

1) llmposta sul reddito delle persone ﬁsxche (the personal in-
come tax);

2) llmposta sul reddito delle persone glundlche (the corporale
income tax); :

3) l'imposta locale sui redditi (the local income tax),
even if they are coliected by withholding taxes. at the source (herein-
after referred to as « Italian tax »).
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4. The Convention shall also’ apply 'to any identical or sub-
stantially similar taxes which are imposed after the date of signature
of this Convention in addition to, or in place of, the existing taxes.
The competent authorities of the Contracting States shall notify
each other any substantial chaqgt?;l“yyhich(_have been made in their -
respective taxation taws. e - :

ARTICLE 3.
(General definitions).

1. For the purposes of this Convention: o

~a) the term « Yugoslavia » means the territory of the Socialist
Federal Republic of..Yugoslavia -including also_any; area .outside the .
territorial sea of . Yugoslavia' which has been or may hereafter’ be .
designated under the laws of Yugoslavia and “in- accordance ‘with the
Agreement between Yugoslavia and Ttaly for the delimitation . of
the continental shelf between the two Countries, 'signed at Rome on
8th January 1968, as amended from time to time, as an area -within
which the rights of Yugoslavia to the sea-bed and subsoil and their
patural resources may be exercised; - '

b) the term « Italy » means the Republic of ltaly and includes
any area beyond the territorial waters of Italy which, in accordance
with the laws of Italy concerning the exploration and the exploita-
tion of natural resources and with the Agreement between Yugoslavia
and Italy for the delimitation of the continental shelf. between the
two Countries, signed at Rome on, gth January 1968, as amended
from iime to time, may be designated as an area within which the :
rights of Italy with" respect to the seabed and’ subsoil and ‘their
natural resources may be exercised; B T L LR i

¢) the terms «2 Contractihg__State-é} and « the dther-rr(iontr‘act‘__—:"
ing State » mean Yugoslavia or Italy, as the context requires;

d) the term « mational » means a citizen and -any other indi-
vidual deriving his status as such from the laws in . force. in each
of the Contracting States;” - F T T T e

R .

. &) the ‘term - « PErson » means: . 4 st T

i) in respect of 'Yugo‘slavia,' an individual’ and any Jegal
person; o - TR Co i

i) in respect of Italy, an_individual, a company and _any,
other body of persons; S

/} the term «company » means:

i) in respect of Yugoslavia, an organisation _'of associated
fabour and any other legal person subject to tax;

§i) in respect of- ltaly, any body corporate or any - enlity
which is treated as a body corporate for tax purposes; "~ Trhe
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g) the term «enterprise’ o‘f a{(,cnirac ting State» and « enter

prise of the other Contracting State’s mean, in respect of Yugoslavia,
an organisation of associated labour and other self-managed organi
sation and comunity, working people who individually perform acti-
vities independently and'an entéfprise estiablished outside the terri-
tory of Yugoslavia carried on by d' resident of Yugoslavia, and in

. recpect of Ttaly, an enterprise carried on by =a resident of Italy;

#) the term « international traffic » means any transport by a

ship or aircraft operated by an enterprise which has its place of .

effective management in a conmtracting State, except when the tran-
sport by a ship or aircraft is operated solely between places in
the other Contracting State; : ‘

i) the term « competent authority » means: . S
i) in Tespect of Yugoslawa the Fe_d_er_gl __.S__ec'rgt.ariat for

P TN P

i) in respect of- Italy, the Ministry .of Fmance

2. As regards the application _of this Convention by a Contract-
ing State, -any term not defined - therein shall have the meaning
which it has under the-laws of that State concerning the taxes
to which the Convention applies.

ARTICLE 4,

* (Fiscal 'do;?zic:'lc).

-1, For the purposes of this .Convention, the term « resident
of a Contracting State » means any person who, under the laws of
that State, .is liable to tax therein by reason of his domicile, resi-
dence, place of management O any other criterion of a similar
nature. : A C

2. Where by reason of the provisions of paragraph 1 of this
Article an individual is a resident of both Cantracting States then
his status sha]l be determmed as follows:

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

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

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




) if he is a national of both States or of neither of them,
the competent authorities of the Contracting States shall settle the
question by mutual agreement. ... - o :

3. Where by reason of thé; provisions of paragraph 1 of this
Article a person other thap 'E‘m‘l_;individpal is a resident of both
Contracting States, then it shall be deemed to be a resident of the
State in which its place of efleclive management is situated.

ARTICLE 3.

{Permanent igs:ablishnient).

. For the purposes of this Cb'l'rlwéntion, _th;:,,tég'na « permanent
establishment » means a fxed place of business in which the busi-
ness of the enterprise is wholly or partly carried on. .. I

2. The term « permanent "establishment » shall - include espe:
cially: .

a) a place of management;
b)Y a branch;
¢) an office;
d) a factory;
" ¢) a workshop;

f) a mine, quarty oOr other place of extraction of natural
resources; : . -

g) a building site or construction or assembly project which
exists for more than twelve months. - :

W 30 R BT I

3. The term «peﬁhaneht establishment » shall ,not,‘b\'e deemed

to include: S - : '

a) the use of facilities solely for the purpose of storage,

display or delivery of goods or merchandisg"_belonging to the en-

p) the maintenance of a stock of goods or 'ﬁuéréhahdi‘sé"bc]oﬁ;

ging to the enterprise solely for the purpose of storage, display or
delivery; : g

¢} the maintenance of a stock of goods or ‘merchandise " be-
longing to the enterprise solely for the purpose of processing by
another enterprise; o

d) the maintenance of a fixed place of business solely for
the purpose of - purchasing goods or merchandise,. or for collecting
information, for the enterprise; :
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€) the maintenance of a hixed ‘place of business solely for the
purpose ol advertising, for the supply of information, for scientific
research or for similar activities which have a preparatory or. auxi-
liary character, for the enterprise.

4. A person acting in:.a ’:anig“écting State on behalf of an
enterprise of ‘the other Contracting State — other thag an agent
of an independent status to whom paragraph (3) applies ~ shall be
deemed to be a permanent establishment in the first-mentioned
State if he has, and habitually exercises in that State, an authority
to conclude contracts in the name of the enterprise, unless his
activities are limited to the purchase of goods or merchandise for
the enterprise.
7S. An“enterprise of a‘ Contracting State shall not be deemed

to 'Have a ‘péfanedit establishment in the ‘other” Contracting. State. -
merely because it carries' on Business in that other State ‘through

a broker, general commission agent or any other "agent of an inde-
pendent status, where such persons are acting in the ordinary course
of their business. ‘ : ‘

6. The fact that a company which is a resident of a Contracting
State controls or is controlled by a company which is a resident
of the other Coutcacting State, or which carries on business in that
other State (whether through a permanent establishment or other-
wise), shall not of itself’ constitute either company a permanent
establishment of the other.

ARTICLI-:’, 6.

(Income from immovable property).

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

2. The term «immovable property » shall have .the meaning
which it has under the law of the Contracting State jn which the
property in question is situated. Ships and aircraft shall not be

regarded as immovable ‘property.

3. The provisions of paragraph I of this Article shall apply
to mncome derived from the direct. use, letting or use in any othel
form of immovable property.

4. The provisicns of paragraphs 1 and 3 shall aix agply to
the income from immovable property of an: enterprise aiv! 1. income
from immovable property used for the performance of inenendent
persenal services. '




ARTICLE 7.
AR »
{Business,. profits). .. .

I3 LU

1. The profits of an enterprise of a Contracting State shall
be taxable only in that State “unless the enterprise carries on
business’ in the other Contracting State through a permanent
establishment situated therein. If the enterprise carries on business
as aforesaid, the profits of the enterprise may be taxed in the
other State but only so much of them as is attributable to that
permanent establishment.

2. Subject to the provisions of paragraph 3 of this Article,

where an enterprise of a Contragting ,State. carries .on, business in’

the - other Contracting ' State through  a permanent., establishment
situated therein, there shall in each Contracting State be  attributed
to that permanent establishment the profits which it might be
expected to make if it ‘were a distinct and separate enterprise
engaged in the same or similar activities under the same or similar
conditions and dealing wholly independently with the enterprise of
which it is a permanent establishment, .

o

3. In determining the profits of a permanent establishment,
there shall be allowed as deductions expenses which are incurred
for the purpeses of the permanent establishment, including executive
and general administrative’ expenses so incurred, whether in the
State in which the permauent. establishment is siiuated or elsewhere,

4. The profits to be attributed to a pcrmanent establishment

4

shall be determined on the basis of business bocks kepi by the.

permancht cstablishment. If such books do not constitute an ade-
quate basis for the purposes of determining the profits of the per-
rnancnt establishment, then such profits mayv be determined on the
basis of an apportionment of the total- profits of the enterprise
to its various parts. The method of apportionment adopted shall,
however, be such that the result shall be in accordance with the
principles embodied in this Article. o

5. No profits shall be attributed to a permanent establishment
by reason. of the mere purchase by that permanent establishment
of goocds or merchandise for the enterprise. '

6. Tor the purposes of the prcceding paragraphs, the profits
to be attribuied to ihe permaneni esfablishiment shall be . determined
by the same method year by year wviless there is 2 good and sufli-
cieni reasen to the conirary.

-

7. The wrovisiens of this Articie chall apply to the profits de-
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rived ba a resident of Jualy in Yugoslavia in respect of his partici-
pation in a joint venture with a Yugoslav enterprise.

8. Where profits include items of income¢ which are dealt witlt

separately in other Articles of this Convention, then the provisions

of those Articles shall not bekdlfllé'cled by the provisions of this
Article. S

ArTICLE 8.

(Shipping and air transport).
: ST . :
G aie Gakro v mdtar P R T e .
oy b Profit r:ﬁ,fr'o;';;;f‘thc fdp'eﬁﬁl'fioh"'_of ships or aircraft in interna-
tiopat traffic shall be tlaxable only in the Contracting State In
which the place of cficctive management of the enterprisc is si-
wuated. . o : ‘
2. If the place of eflective ‘management ‘of a shipping - enter-
prise is aboard a ship, then it chall be deemed to be situated in
the Contracting State 1 which the home harbour of the ship is
situated, or, if there is no such home harbour, in the Contracting
State of which the operator of the ship is a resident.

3. The - provisions of paragraph 1 of this Article shall also
apply to profits {rom ‘the participation in a pool, a joint business
ar an international operaling agency.

ARTICLE 9.

- (Associated enterprises). .
Where .

u) an enterprise of..a . Contracting State pariicipates directly
or indirectly in the management, control or capital of an cnter-
prise of the other Contracting State, Of

b) the same persons participate dircctly or indirectly in the
managemendt, control or capital of an enterprise of a Contracting
State and an enterprise of the other Contracting State,

and in either case conditions are made of imposed belwetn the
two enterprises in their commercial or financial relations which
differ from those which would be made between independent eniei

. prises, then any profits which would, but for those conditions, have

accrued to one of the enterprises, but, by reason of those condi-
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tions, have not so accrued, mayiibe included in the profits of that
enterprise and taxed accordingly. o Co

[

L b !
ArTicLe' 10
I

(Dividends)i

{. Dividends paid by a company which.is a resident ;of a Con-
tracling Stale Lo 2 resident of the other Contracting State may be
taxed in that other State.

2. However, such dividends: may- also be taxed. in. the Con:
tracting State of which the company paying the dividends: is. &
resident, and _accord_iz;g.toh_the Jaws of that’ State, but the . tax-sC
charged s}ilauﬂ‘r’{__glt'_"_e:;&éeeg;llo;; Jper ceht_‘:hc'&f the lgros”s"_a‘mount .of -the
dividends. o S e e s

The compctent authorities of - the Contracting States shall by
mutual  agreement settle the modc of application of these . limi-

- B .

p e L M

tatlons. ‘ : R
This paragraph shall- not attect the taxation, ot the company
in respect of the profits out of which the dividends. are . paid. -
: : : D PR . RS I S Lottt
3. The term « dividends » as used -in this " Article- means income
from shares, Or other rights, not being debt-claims, participating
in ‘profits, as well as income from other corporate “rights which
is subjecled to the same taxation treatmeni as incotne ‘from shares
by.. the taxation laws of the State of which"' ‘the_"'c;dﬁ')p,ah’f making

Tlriis W

the distribution is a,resident. S _
: - = o L ANES TR R Y B ¥
O . e T T AtV R A Liioound
4. The provisions. of paragraph " and 2. of this; Article shall
not apply if ‘the recipient of ' the di\ridrendsusbeingia'_resident of.a
Contracting State, carries on.business. in the other Contracting State
of which the company paying the dividends ,is.‘aa-_-?residem,;;throll__gh
a permanent cstablishment situated therein, - Or. performsv.in-:ﬁhat
Sthér State independent personal services’ Ero:mvaﬁﬁxd5ba§é-s_it‘uated
therein, and’ the holding”in respect of "which -"fthe"‘-idivideiids"'are"péid
is effecrively connected with such pcrmanent establishment or' fixed
basc. In such case, the - djvidends: are taxable in -that other Con-
tracting State according to dsown law. o o T S
: o ! [T O AT A R sl
5. Wherc ‘a company which is =a resident- -of a ! Contracting
‘§rale derives profits or income from the ‘other Contracting State,
yhat cther State may not imposc any tax on the dividends paid by
thé company, excepl insofar as such’ dividends are paid.to 'a: resi- l
dent of that other Siate or insofar as the holding in respect i of
which the dividends are paid is effectively connccted with a per
manent establishment-or 2 fixcd base situated’ in.7ihat other -5tate,
ner subject the company’s undistribut'ed-préﬁ[s to-‘a taxionithe
campany’s undistributed profits, even if- the tdividends paid:or - the
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undistributed profits consists, wholly or partly of profits or income
arising in such other,S:ale. T

' _f ARTICLE 11.
L . L
i (Interest).

I. Interest arising in a Coniracling State and paid 1o a resi-
dent of the other Contractmg State may be taxed in lhat other
State.

2. However, interest referred 10 in paragraph 1 of this Article
may also be taxed in the Coniracting State in which it arises, and
according to the .laws.of that State, but the tax so charged shall
not exceed 10 per-cent’ of the :gross amount of the interest, The
competent authorities of the Contracting States shall by mutual
agrecment settle the mode of application of this limitation.

3. The term «interest» as used in .this Article means income
from Government securities, bonds or debentures, whether or not
secured by ‘mortage and whether or not carrying a right to parti
cipate in profits, and debt-claims of every kind as well as all other
income assimilaied to other income from money lent by the taxation
law of the State in which the income arises.

4. The prowslons of paragraphs ! and 2 of this Asticle shall
not apply if the recipient of the interest, being a resident of a
Contracting _State, carries on business in the other Contracting
State in which the infterest arises, through a permanent establish-
ment situated therein, or performs in that other State independent
personal services from a fixed base siluated therein, and the debt-
claim in respect of which the interest is paid is effectively con-
nected with such  permanent establishment or fixed base. In such
case, the interest is.taxable in that olhcr Contracting Siate accord-

mg to its own - law. - Do Do

o ‘5. InLerest shal! be deemcci to arise in a Contracnng State

when the payer is that State itself, a political or administrative
subdivision, a local authority or a resident of that State.

6. Notwithstanding the provisions of paragraph 5 of this Ar-
ticle the interest shall be deemed to arise in the Contracting Staic
in which the payer of the interest has a permanent establishment
or a fixed base with which the indebtedness on. which the interest
is paid is effectively connected and which bears the interest, whether
or not the payer of the interest is a resident of the Contracting
State. :

7. Where, by reason of a special relationship between the payer
and the recipient or between both of them and some other person,

the amount of the interest paid, having regard to the debtclaim



Suppicmento ordnario aill Gl T rn e e [T

for which it is paid, exceeds the amount - which - would have been’
agreed upon by the payer and the recipient in the absence of such
relationship, the provisions of this Article shall apply only to the
lastmentioned amount. In such case, the excess part of the pay-
ments shall remain taxable accordi‘riig't'o the laws of each Contract-
ing State, due regard being had~to " the other provisions of this'
Convention. : x ‘

ARTICLE 12. T

(Royalties).
}. Royalties arising in a Contracting State and paid to a resic
dent of the other Contracting State may. be taxed in that -other
State. - ‘ - TRt TeOURP T S an
2. The royalties referred to in paragraph 1 of this Article may
also be taxed in the Contracting: State in . which they arise and.
according to the laws of that State, but the tax so charged shall
not exceed 10 per cent of the gross amount . of the royalties. The
competent authorities of the Contracting States shall by mutual
agreement settle the mode of application of this limitation.

3. The term « royalties» as used in 1his:"Art'iclé means pay:
ments of any kind received as a “consideration for :the‘use of, -or.
the right to use, any copyright of literary, artistic or scientific work
(including cinematograph films, flms and tapes for television or
broadcasting), any patent, trade mark, design-or model, plan, secret,
formula or process, or for:the use of, orr'the"_right: to use, indu-
strial, commercial, “or scientific eqdipment; or for’ in,f‘ox"rﬁatid.ri” con:’
cerning industrial, commercial or scientific experience.’, = e

seean
I

4. The provisions of paragraphs 1 and 2"o_fA jghis Article shall
not apply if the recipient of the. royalties, being “a’resident of "a
Contracting State carTies on business in the othe;_Coptractihg'VSta_te'_'
in which the royalties arise through 2 'pqzmaﬁe_nt”csﬁabli;hmé;itf
situated therein, or performs in that other State ‘independent per-
sonal services from a fixed base situated ' therein, and the right or

- property in respect of which the royalties are paid is- effectively

connected with such permanent establishment or fixed base. In such

. case, the royalties are taxable in that other Contracting State accords

ing to its own law.

.

£ Royalties shall be decmed to arise in a Contracting State
when the payver is that Contracting State. itself, a political or admi-
nistrative subdivision, a local authority or a resident of that Con-

tracting State. ) AR

6. Notwithstanding the provisions o‘fi. paragraph 5 bf_this- Ar-



ticle, the royalties shall be deemed to arise in the Contracting Staie

in which the payer of the royalties has its permasent cstablisiv
ment or a fixed base with whichithe liability to pay the royalties
was incmred and which bears the royalties wheiher or not the
payer of the royalties is a rcsifi’eht‘of the Contracting Staie.

7. Where, by reason of a special relationship between the payer
and the recipient or between both of them and some other person,
the amount of the royalties paid, having regard to the use, right
or information for which they ‘are paid, exceeds the amount which
would be agreed upon between the payer and the recipient in the
absence of such relationship, the provisions of this Article shall
apply only to the last-mentioned amount. In that casg, the excess
part of the payments shall remdin taxable accerding to the laws
of each ‘Contractifig’ State, due regard being had to the other pro-
visions of “this Cdrnvention. ' A

ARTICLE 13.

(Capital gains).

1. Gains derived by a resident of a Contracting State from the
alienation of‘_i_mmovable: property situated in the other Contracting
State may be taxed in that other State. . '

2. Gains from the alienation of movable property forming part
of the business property -of a permanent establishment which an
enterprise of a Contracting State has in the other Contracting State
or of movable property pertaining to a fixed base available to a
resident of a Contracting State in the other Contracting State for
the purpose of performing independent personal services, including
such gains from the alienation of such a permanent establishment
{alone or with the whcle enterprise) or of such fixed base, may
be taxed in that other State. '

3, Notwithstanding the provisions of paragraph 2 of this Ar-
ticle, gains from the alienation of ships or aircraft operated in
international traffic or movable property pertaining to the operation
of such ships or aircraft shall be taxable only in the Centracting
State in which the place of effective management of the enterprise
is situated.

[ ‘ .
4, Gains from the alienation of any property other than refer-

red to in paragraphs 1, 2 and 3 of this Article, shall be taxable
only in the Contracting State of which the alienator is a resident.



Supploicsio ordegrio allt GAZZELEA LT PICIALLE no 24 del 29 geonine 1965

i1

ARTICLE 14,

(Independent persdnal services).

oo
1. Income derived by a resident of a Contracting State in

respect of professional services or other activities of an mdependcnt_

character shall be taxable only in that State unless:

@) he has a fixed base regular‘ly available to him in the other
Contracting State for the purpose of performing his activities, in
which case so much of the income may be ta.xed in that other
State as. is attributable to that fixed base; or .. . <.

b) he is present in the other Contractmg State f0fr the pur-
pose of performing his activities for a period or penods ‘exceeding
in the aggregate 183 days in the, taxable year: conccrned .in. which
case so much of the income may “be taxed in .that ‘other State as
is attributable to the activities performed in that other State.

2. The term « professional services s includes espccially inde-
pendent scientific, literary, artistic, educational or teaching activities
as well as the independent activities of physnc:ans lawyers, .engi-
peers, architects, dentists and -accountants. ‘

ARmicte 15, . .

< (Dependent personal servfcc.;).

1. Subject to the provisions of Articles 16, 17, 18, 19 and 20
of this Convention, salaries, wages and. other similar remuneration

derived by a resident of a Contracting State in respect of an em-
ployment shall be taxable only in that State' unless. the employment

is exercised in the other Contracting State. If the employment is

" so exercised, such remuneration as is derived therefrorn may be

taxed in that other State.

2. Notwilhstanding the provisions of parégfaph 1 of t}usAr
ticle, remuneration derived by a resident of a Contracting State in

respect of an employment exercised in the other Contracting State

shall be taxable only in the first- memmned State 1f

@) the recipient -is present in the other. State for a - period
or periods not exceeding in the aggregate 183 days in the fiscal
vear concerned, and SRS

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

¢) the remuneration is not borme by a per:manent establish-
ment or a fixed base which the person has in the other State.

3. a) Wage-s; salaries and other similar remunerations, other



[}

Qi e it s A OAZAL T P b IALL 0 2 del 2y LeDILIG e

than pensions, paid by a Contracting State or a political or admi-
nistrative subdivision or a local authority thereof to an individual
shall be taxable only in that State.

b) Wages, salaries and other similar remunerations, other than

‘pensions paid by a Contracting State or a political or administra-

tive subdivision or a local authority thereof to an individual shall
be taxable only in the other Contracting State if a recipient, who
performs a work in that other State, is a resident of that State
and who: - ' ' '

(i) is a national of that State,” without being a national of
the first Contracting State, or

. (ii) did not become a résident of that State solely for the
purpose .of , work. performed. :

4. Wages, salaries and other similar remunerations, other than
pensions, derived by an individual for work performed in connec-
tion with a business carried on by a Contracting State or a political
or administrative subdivision or a local authority thereof, shall be
taxable in accordance with provisions of paragraph 1 and 2 of
this Article.

5. Notwithstanding the preceding provisions of this Article, re.
muneration derived in respect of an employment exercised aboard
a ship or aircraft operated in international traffic, may be taxed
in the Contracting State in which the place of effective manage-

" ment of the enterprise is situated.

ARTICLE 6.

{(Fees derived from work on joint business boards -
' and director’s fees).

1. Director's fees .and other similar payments derived by a
resident of Yugoslavia in his capacity ‘as a member of the board
of directors of a company which is a resident of Italy may be taxed
in Italy, R SR

2. Fees and other similar payments  derived by a resident of
Italy in his capacity as a member. of a - joint business board of a
company which is a resident of Yugoslavia may be taxed in Yugo-
slavia, : '

. ArTICLE 17,
* (Artistes and athletes).

1. Notwithstanding the pmvisions of Articles 14 and 15 of this




Convenition, income derived by theatre, motion picture, radio or tele-
vision artisics, musicians, athletes and other enteriainers from their
personal activities as such may be taxed in the Centracting State
in ‘which these activities are exercised.

2. Where income in respect of activities exercised by an enter-
tainer referred to in paragraph ! of this Article accrues not to that
entertainer himself but to another person, that income may, not-
withstanding the provisions of Articles 7, 14 and 15 of this Con-
vention, be taxed in the Contracling State in which the activities
of the entertainer or athlete are exercised. :

1. Notwithstanding the provisions of paragraphs ! and 2 of this
Article, income derived in respect of the activities referred to in
paragraph 1 of this Article within the framework of a cultural or
sports exchange programme granted by both Contracting States shall -
be exempted from - taxation in the Contracting State in which these -
activiiies are exercised.

ArTICLE 18.

{Pensions).

1. Pensions and other similar remuneration paid to a resident
of a Coutracting State in consideration of past employment shall
be taxable only in the Contracting State the resident of which is
the recipient of the pension.

2. a} Any pension paid by a Contracting State or a political
.or administrative subdivision or a local authority thereof out of
the budget or special funds to any individual shall be taxable only
in that State;

b) however, such pension shall be taxable only in the other
Contracting State if the recipient is 2 national of and a resident
of that State. ’ : '

3. Any pension derived by an individual for work performed
in connection with any business carried on by one of the Contract-’
ing States or a political or administrative subdivision or a local
authority thercof shall be taxable only in the Contracting State of
which the iadividual is a resident.

ARTICIE 12,
{Students).

1. Payments which a student, or apprentice or business trainee,
who s or was immediately before visiting a Contracting State a
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resident of the other Contraciing State znd who is prescut in the
first-mentioned Siate solely for the purpose of his, education or
training receives for the purpose of his maintenance, education or
training shall not be taxed in that State, provided . that such pay-
menls are made to him {rom sources outside that other Stalc.

2 Income derived by a student, or apprentice or business
trainee in respect of -activities exercised in a Contracting State in
which he is present solely for the purpose of his education or
training, shall not be taxable in that State, during a reasonable
period of time for such an education or training unless it exceeds
the amount necessary for his mainienance, education or training.

ARTICLE 20,

(Professors).

1. An individual who visits a Contracting State for the purpose
of teaching or carrying out research at a university, college or ather
recognisad educatioral institution in shat Contracting State and who
is or was immediately before that visit a resident of the other Con-
tracting State, shall be exemnpt from taxation in the first-mentioned
Contracting State on remuneration for such teaching or research
for a period not exceeding two years from the date of this first
visit for that purpose. - ‘ ‘

2. The provision of paragraph 1 of this Article shall not apply
to income from research if such research is undertaken not in the
public interesi but primarily for the privale benefit of a specific
persoil Or PEerscns.

ARTICLE 21.' _

(Other income).

1. Items of income of a resident of a Comsracting State, wher-
ever arising, not expressly mentioned in the foregoing Articles of this
Convention - shall be taxable ornly in thai - Stale.

2. The provisions of paragraph 1 of this Article shail not apply
to income, other than income from inimovable property, if the reci-
pient of such income, being a resident of a Contracting Stale, catries
on business in the other Contracting State through o permanen?
establishnient situated therein, or perfonms in that othsr Slate
indipendent personal services from a fixed base sitvzaied  thersin,
and the right or property in raspect of which the incamsz is paid
is effectively connected with such permoncit establisinneni or fued

v

base. In such case, the income is tuxable in thet other Contraciiug

State mccording to ifs owi law.



ARTICLE 22.
{Capital}).

1. Capital represented by immovable property owned by a
resident of a Contracting State and situated in the other Contract-
ing State may be taxed in that other State.

2. Capital represented by movable property forining part .of
the business property of 2 permanent establishment which an enter-
prise of a Contracting State has in the other Contracting State or

taining to a fixed base available to a resi-

by movable property per
dent of a Contracting State in the other Contracting State of the

purpose of performing independent personal services may be taxed
in that other State.

3. Ships amd aircraft operated in international traffic, and
movable property pertaining to the operation of such ships and
aircraft, shall be taxable only in the Contracting State in which
the place of effective management of the enterprise 1s situated.

4. All other elements of capital of a resident of a Contracting
State shall be taxable only in that State. :

ARTICLE 23.

(Methods for elimination of double toxation).

Double taxation shall be avoided as follows:
1. In the case of Yugoslavia:

2) where a resident of Yugoslavia derives income of owns
capital which, in accordance with the provisions of this Conventicn
may be taxed in Italy, Yugoslaviza shall, subject to the provisions
of subparagraph 5) and paragraph 3 of this Article, exempt such
income or capital from tax; : | S S

b) where a resident of Yugoslavia derives income which, in
accordance with the provisions of Articles 10, 11 and 12 of this
Convention may be taxed in Italy, Yugoslavia shall allow as a
deduction from the tax on the income of that rcsident an amount
equal to the tax paid in Italy. Such deduction shall not, however,
exceed that part of the tax, as computed before ihe deduction
is given, which is appropriate to the income derived from Italy.

2. In the casc of Italy:

a) if a resident of Ttaly owns items . of income which are
{axable in Yugoslavia, Italy, in determining its income 1ax specified
in Article 2 of this Convention, may include in the basis upon which



such taxes are imposed the said items of income, unless specific
provisions of this Convention otherwise provide.

In such a case, Italy shall deduct from the taxes so calculated
the tax on income paid-in Yugoslavia but at an amount not exceed-
ing that proportion of the aforesaid Italian tax which such items of
income bear to the entire income;

. #) however, no. deduction will be granted il the item of
income is ‘subjccted in Ttaly to a final withholding tax by reqguest
of the recipient of the said income in accordance with the Ita-
lian law. = - :

3. Where in accordance with any provision of the Convention
income derived or capital owned by a resident of a Contracting
State is exempt from tax in that State, such State may in calculating
the amount of tax on the remaining income or capital of such
resident apply the rate of tax which would have been applicable
if the exempted income or capital had not been so exempted.

4. Where a resident of Italy derives profits in Yugoslavia in
respect of his participation in a joint venture with a Yuposlav
enterprise, Italy shall allow to that resident a tax credit from the
~ Italian tax. on such profits in accordance with paragraph 2 of this

Article up to the amount of the tax assessed, even if it in not
paid, in accordance with the Yugoslav laws. However, the amount
of the tax credit shall not exceed 25 per cent.

ARTICLE 24.

{Non discrimination).

|. The nationals of a Contracting State, whether or not they
are residents of one of the Contracting States, shall not be subjected
in ihe other Contracting State tc any taxation or any reguiremcut
connected therswith ‘which is other or more burdensome than the
taxation and ' connected requirements to which nationals of that
other State in .the same circumstances are or may be subjected.

This paragraph shall also apply:

@) to legal persons deriving their status as such from the
laws in force in Yugostavia; i

) to legal persoms, partnerships and association deriving
their status as such from the laws in force in Italy.

2. The taxation on a permancnt establishment which an enter
prisc of a Contracting State Las in the other Contracting State sl
not be less favourably levied in that other State than the taxation
levied .on enterprises of thal other Statc carrying on the same acti-
vities. This provision shall not be construed as oblizing a Conlract-
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ing State 1o grant 1o residents of the other Contracting State any
personal allowances, relicfs and reductions for taxation purposes on
account of civil status or family responsibilities which it graats to
its own residentes.

3, Except where the provisions of Article 9, paragraph 7 of
Article 11, or paragraph 7 of Article 12 of this Convention apply.
interest, royalties and other disbursements paid by an enterprise
of a Contracting State 1o a resident of the other Contracting State
shall, for the purpose of determining the taxable profits of such
enterprise, be deductible under the same conditions as if they had
been paid to a resident of the first-mentioned State. Similarly, any
debts of an enterprise of a Contracting State to a resident of the
other Contracting State shall, for the purpose of determining the
taxable capital of such enterprise, be deductible under the same
conditions as if they had been contracted to a resident of the
ficst-mentioned State.

4. Enterprises of 2 Contracting Statc, the capital of which is
wholly or partly owned or conlrolied, directly or indirectly, by one _
or more residents of the other Contracting State, shall not be
subjected in the first-mentioned States o any _taxation or any,
requirement connected therewith which is other or more burdensome .
than the taxation and connected requirements to which other similar
enterprises of that Grst-mentioned State are or may be subjected.

5. The provisions of this Article shall, notwithstanding the pfb-:
visions of Article 2, apply to taxes of every kind and description.

ARTICLE 25.

(Mutual agreement procedure).

1. Where a resident of a Contracting State considers that the .
actions of one or both of the Contracting States -result or ~will
result for him in taxation not in accordance with this Convention, |
he may, irrespective of the remedies provided by . the domestic:
laws of those States, present his case 10 the competent authority
of the Contracting State of which he is a resident. The case must,
be presented within two years from the first notification of the
action resulting in taxation not in accordance with the provisions
of the Convention.

2. The competent authority shall endeavour, if the objection
appears lo it to be justified and if it is not itself able to arrive
at an appropriate solution, to resolve the case by mutual agreement
with the competent authority of the other Contracting State, with
a view to the avoidance of taxation not in accordance with' the'
Convention. I Co
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3. The competent authoritics of the Contracting State shall
endeavour to resolve by mutual agreement any difficuliies or doubis
arising as to the interpretation or application of the Conventicn.

4. The competent authorities of the Contracting States may
communicate with each other directly for the purpose of reaching
an agroemnent in the sense of the paragraphs 1, 2 and 3 of this
Article. When it seems advisable in order to reach agrecment to have
an oral exchange of opinions, such exchange mav take place through
a Comrmission consisting of representatives of the competent autho-
rities of the Contracting States.

ARTICLE 26,

{Exchange of information).

1. The competent authorities of the Contracting States shall
exchange such information as is neccssary for the carrying out of
this Coovention and of the domestic laws of the Contracting States
concerning taxes covered by the Convention insofar as the taxation
thereunder is in accordance with this .Convention, as well as for
the prevention of fiscal evasion. Any information so exchanged shall
be treated as secret and shall not be disclosed to any persons or
authorities (including judiciai determinations) other than those con-
cerned with the assessment or collection of the taxes which are
the subject of the Convention.

2. In no case shall the provisions of paragraph 1 be construed
s0 as to impose on the competent authoriiics of one of the Con-
tracting States the obligation:

a) to carry out administrative measures at variance with the
laws and administrative practice of that or of the other Contraciing
State; - ' _

b) to supply information which is not obtainable under the
laws or in the normal course of the administration of that or of
the other Contracting State; ‘

¢) to supply information which would disclose any business
or oflicial secret or trade process, or information, the disclosure of
which would be contrary to public policy (ordre public).

_ ARrTICLE 27.
{(Diplomatic and consular officers).
Nothing in this Convention shall affect the fiscal privileges of

diplomatic or consular officers under the general rules of interna-
tional law or under the provisions of special agreements.




ArTICLE 28.
(Entry into jorce}.

1. This Convention shall be ratified and the instruments of
vatification shall be exchanged at Rome.

2. The Convention shall enter into force on the thirtieth day
after the date of exchange of the instruments of ratification and
its provisions shall have effect:

a) in Yugoslavia:

in respect of the taxes on income and the taxes on capital
for any fiscal vear beginning on or after the &rst day of Japuary
in the calendar year following that in which the instruments of
ratification are exchanged;

b) in Italy:

in respect of the taxes on income for any taxable period
bepinning on or after the first day of January in the calendar year
following that in which the instruments of ratification are exchanged.

ARTICLE 29.

(Termination}.

This Convention shall remain in force indefinitely but either
of the Contracting States may, on or before the thirtieth day of
June in any calendar year from the Afth year folowing that in
which the instruments of ratification have been exchanged, give
1o the other Contracting State, through diplomatic channels, ‘written
notice of termination and, in such event, this Convention shall cease
to have effect: o

a) in Yugoslavia:

in respect of the taxes on income and the taxes on capital
" for any fiscal year beginning on or after the first day of January
in the calendar year following that in which the notice of termi-
nation is given; ’ :

b} in Italy:

in respect of the taxes on income for any taxable period
beginning on or after the first day of January in the calendar year
following that in which the notice of termination is given.

~ IN WITHNESS WHEREOF the undersigned, being duly authorised
thereto have signed this Convention.

Done at Belgrade this twenty-fourth day of February 1982, in



two originals in the English language, both copies being equally
authentic.

For the lialian Republic . For the Socialist Federal
Republic of Yuposiavia
PieTrRO CALAMIA P / 6o

Prran KosTic

PROTOCOL

At the moment of signature of the Coenvenlion heiweon  the
Italian Republic and the Sccialist Federal Republic of Yugosiavia
for the avoidance of double taxation with respect to tanes on intome
and ou capital the undersigned, being duly autherized thersto, have
agreed upen the following provisions constituting an integral part of
the Convention.

1. Ad Article 2.
Where o tax on capital is subsequently tntredused in Iraly the
Conveption shall alse apply to such tax. '

2. Ad Article 7, paragraph 3.
, The expression « expenses which are incurred for the purposes
. of the permanent establishment » means the expenscs directly <on-
pected with tlhe activity ot the permanent establishiment.

3. Ad Article 7, paragropi 4.

17 necessary, ths coiupeient auihorities of the Contraciing States
shali endeavour to agree on the mmethod for apportioning the probits
of the enierprise.

4. Ad Article &8

As far as Yugoslavia, in accordance with its Republican and
Provincial laws on . taxation, has not taxed Italian passenger and
. cargo transporters for the period from January 1, 1974 till entry
into efect of this Convention, Italy shall not tax the Yugoslav pas-
senger and cargo {rasporiers for the same period of time.

5. Ad Article 15.

¢} Wagges, salaries and other similar remunerations, other than
pensions, derived by individuals in respect of their work in the Joint
Economic Rapresentation of Yugoslavia and the Tourist Federation
of Yugoslavia shall be taxable only in Yugosjavia.

by Wages, salaries and other similar remunerations, ather than
pensions, derived by individuals in respect of their work in the
Iizlizn Foreign Trade Iastituticn (1.CE) and the Ialian Tourism
Body (EN.LT) shall be 1axable only in Italy.



6. Ad Article 23. ‘
a) The Yugoslav tax on capital levied in accordance with the

Convention shall be set off agsinst any tax on capital subsequetly
introduced in Italy in the manner provided for in this Article.

p) If in the future Yugoslavia will change the method of exemp-
tion for the elimination of double taxation on business profits, the
two Contracting States will enter into negotiations in order fo
modify the provinsion of paragraph 4 of this Article.

7. Ad Article 25, paragraph 1

The expression « irrespective of the remedies’ provided by the
domestic laws » shall not be understood to mean that the time limits
prescribed by domestic laws shall not be observed; a claim under
Article 25 shall not be entertained where the taxpayer has not taken -
the appropriate action under the domestic laws to prevent such

tme limits from expiring.

8. A person who is a, resident of one of the Contracting States
and claims the applicatidn of the allowances in connection with
taxes withheld at the source provided for by this Convention - in
he other Contracting State, is liable to provide every documentation
that is necessary 1o these purposes in accordance with the domestic

laws of that other Contracting State.

N WITNESS WHEREOF the undersigned, being duly authorised
thereto have signed this Protocol. :

Done at Belgrade this twmxty-fourth. day of February 1582, in
two originals in the English language, both copies being equally
authentic.

For the Italian Repubh’c For the Socialist Federal

 PiETRO CALAMIA Republic gf Y ugosiavia
peTaR KosTic

Visto, # Mivistro degli affar esteri
ANDRLOTT!



