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Summary 
This note has been prepared by the Subcommittee on the United Nations Model 
Tax Convention Update. The Subcommittee is mandated to:  

“… collate all the work on the Model update that has been 
completed by the Committee, drawing upon the work of relevant 
Working Groups. It will also review the existing Commentary and 
identify desirable amendments to the Commentary. It will report back 
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Chapter I 

SCOPE OF THE CONVENTION 
 
 

Article 1 
PERSONS COVERED 

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

Article 2 
TAXES COVERED 

1.  This Convention shall apply to taxes on income and on capital imposed on behalf 
of a Contracting State or of its political subdivisions or local authorities, irrespective of 
the manner in which they are levied.  

2.  There shall be regarded as taxes on income and on capital all taxes imposed on 
total income, on total capital, or on elements of income or of capital, including taxes on 
gains from the alienation of movable or immovable property, taxes on the total amounts 
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(c)  The terms “enterprise of a Contracting State” and “enterprise of the other 
Contracting State” mean respectively an enterprise carried on by a resident of a 
Contracting State and an enterprise carried on by a resident of the other Contracting 
State;  

(d)  The term “international traffic” means any transport by a ship  or aircraft operated 
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individual is a resident of both Contracting States, then it shall be deemed to be a resident 
only of the State in which its place of effective management is situated.  
 

Article 5 
PERMANENT ESTABLISHMENT 

1.  For the purposes of this Convention, the term “permanent establishment” means 
a fixed place of business through which the business of an enterprise is wholly or partly 
carried on.  

2. The term “permanent establishment” includes especially: 
(a) A place of management; 
(b) A branch;  
(c)  An office;  
(d)  A factory;  
(e)  A workshop;  
(f) A mine, an oil or gas well, a quarry or any other place of extraction of natural 

resources.  

3.  The term “permanent establishment” also encompasses:  
(a)  A building site, a construction, assembly or installation project or supervisory 

activities in connection therewith, but only if such site, project or activities last 
more than six months;  

(b)  The furnishing of services, including consultancy services, by  an enterprise 
through employees or other personnel engaged by the enterprise for such 
purpose, but only if activities of that  nature continue (for the same or a 
connected project) within a Contracting State for a period or periods 
aggregating more than six months183 days in within any twelve-12-month 
period commencing or ending in the fiscal year concerned. 

 
4.  Notwithstanding the preceding provisions of this article, the term “permanent 

establishment” shall be deemed not to include:  
(a)  The use of facilities solely 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 enterprise 
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an agent of an independent status to whom paragraph 7 applies—is acting in a 
Contracting State on behalf of an enterprise of the other Contracting State, that 
enterprise shall be deemed to have a permanent establishment in the first-mentioned 
Contracting State in respect of any activities which that person undertakes for the 
enterprise, if such a person:  

(a) Has and habitually exercises in that State an authority to conclude contracts in the 
name of the enterprise, unless the activities of such person are limited to those 
mentioned in 
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Chapter III 

TAXATION OF INCOME 
 
 

Article 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 in which the property in question is situated. The term shall in 
any case include property accessory to immovable property, livestock and equipment 
used in agriculture and forestry, rights to which the provisions of general law respecting 
landed property apply, usufruct of immovable property and rights to variable or fixed 
payments as consideration for the working of, or the right to work, mineral deposits, 
sources and other natural resources; ships, bo
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allowed as deductions expenses which are incurred for the purposes of the business of 
the permanent establishment including executive and general administrative expenses 
so incurred, whether in the State in which the permanent establishment is situated or 
elsewhere. However, no such deduction shall be allowed in respect of amounts, if 
any, paid (otherwise than towards reimbursement of actual expenses) by the permanent 
establishment to the head office of the enterprise or any of its other offices, by way of 
royalties, fees or other similar payments in return for the use of patents or other rights, or 
by way of commission, for specific services performed or for management, or, except 
in the case of a banking enterprise, by way of interest on moneys lent to the permanent 
establishment. Likewise, no account shall be taken, in the determination of the profits of 
a permanent establishment, for amounts charged (otherwise than towards reimbursement 
of actual expenses), by the pe
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have accrued to one of the enterprises, but, by reason of those conditions, have not so 
accrued, may be included in the profits of that enterprise and taxed accordingly.  

2.  Where a Contracting State includes in the profits of an enterprise of that State—
and taxes accordingly—profits on which an enterprise of the other Contracting State has 
been charged to tax in that other State and the profits so included are profits which 
would have accrued to the enterprise of the first-mentioned State if the conditions made 
between the two enterprises had been those which would have been made between 
independent enterprises, then that other State shall  make an appropriate adjustment 
to the amount of the tax charged therein on those profits. In determining such 
adjustment, due regard shall be had to the other provisions of the Convention and the 
competent authorities of the Contracting States shall, if necessary, consult each other.  

3.  The provisions of paragraph 2 shall not apply where judicial, administrative or 
other legal proceedings have resulted in a final ruling that by actions giving rise to an 
adjustment of profits under paragraph 1, one of the enterprises concerned is liable to 
penalty with 
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6.  Where, by reason of a special relationship between the payer and the beneficial 
owner or between both of them and some other person, the amount of the interest, 
having regard to the debt claim for which it is paid, exceeds the amount which would 
have been agreed upon by the payer and the beneficial owner in the absence of such 
relationship, the provisions of this article shall apply only to the last-mentioned 
amount. In such case, the excess part of the payments shall remain taxable according to 
the laws of each Contracting State, due regard being had to the other provisions of this 
Convention.  
 
 

Article 12 
ROYALTIES 

1.  Royalties 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 royalties may also be taxed in the Contracting State in which they 
arise and according to the laws of that State, but if the beneficial owner of the royalties is 
a resident of the other Contracting State, the tax so charged shall not exceed ___ per 
cent (the percentage is to be established through bilateral negotiations) of the gross 
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amount which would have been agreed upon by the payer and the beneficial owner in 
the absence of such relationship, the provisions of this article shall apply only to the last-
mentioned amount. In such case, the excess part of the payments shall remain taxable 
according to the laws of each Contracting State, due regard being had to the other 
provisions of this Convention.  

 
Article 13 

CAPITAL GAINS 

1.  Gains derived by a resident of a Contracting State from the alienation of 
immovable property referred to in article 6 and situated in the other Contracting State 
may be taxed in that other State.  

2.  Gains from the alienation of movable property 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 whole enterprise) or of such fixed 
base, may be taxed in that other State.  

3.  Gains from the alienation of ships or aircraft operated in international traffic, boats 
engaged in inland waterways transport or movable property pertaining to the operation 
of such ships, aircraft or boats, shall be taxable only in the Contracting State in 
which the place of effective management of the enterprise is situated.  

4.  Gains from the alienation of shares of the capital stock of a company, or of an 
interest in a partnership, trust or estate, the property of which consists directly or 
indirectly principally of immovable property situated in a Contracting State may be taxed 
in that State. In particular:  

(1)   Nothing contained in this paragraph shall apply to a company, partnership, trust or 
estate, other than a company, partnership, trust or estate engaged in the business 
of management of immovable properties, the property of which consists directly 
or indirectly principally of immovable property used by such company, 
partnership, trust or estate in its business activities.  

(2)   For the purposes of this paragraph, “principally” in relation to  ownership of 
immovable property means the value of such immovable property exceeding 
50 per cent of the aggregate value of all assets owned by the company, 
partnership, trust or estate.  

5.  Gains, other than those to which paragraph 4 applies, derived by a resident of 
a Contracting State from the alienation of shares of a company which is a resident of 
the other Contracting State, may be taxed in that other State if the alienator, at any 
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NOTE BY THE SECRETARIAT: A NEW PARAGRAPH 5 WAS ADOPTED AT 
THE FOURTH ANNUAL SESSION IN 2008 (CF. ABOVE). THE FORMER 
VERSION OF PARAGRAPH 5 IS INCLUDED IN THIS TABLE:  

“Gains from the alienation of shares other than those mentioned in paragraph 4 
representing a participation of ___ per cent (the percentage is to be established through 
bilateral negotiations) in a company which is a resident of a Contracting State may be 
taxed in that State.   

 

6.  Gains from the alienation of any property other than that referred to in 
paragraphs 1, 2, 3, 4 and 5 shall be taxable 
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Article 18 
PENSIONS AND SOCIAL SECURITY PAYMENTS 

 
Article 18 (alternative A)  

1.  Subject to the provisions of paragraph 2 of aArticle 19, pensions and other similar 
remuneration paid to a resident of a Contracting State in consideration of past 
employment shall be taxable only in that State.  

2.  Notwithstanding the provisions of paragraph 1, pensions paid and other 
payments made under a public scheme which is part of the social security system of a 
Contracting State or a political subdivision or a local authority thereof shall be taxable 
only in that State.  
 
Article 18 (alternative B)  

1.  Subject to the provisions of paragraph 2 of aArticle 19, pensions and other similar 
remuneration paid to a resident of a Contracting State in consideration of past 
employment may be taxed in that State.  

2.  However, such pensions and other similar remuneration may also be taxed in the 
other Contracting State if the payment is made by a resident of that other State or a 
permanent establishment situated therein.  

3.  Notwithstanding the provisions of paragraphs 1 and 2, pensions paid and other 
payments made under a public scheme which is part of the social security system of a 
Contracting State or a political subdivision or a local authority thereof shall be taxable 
only in that State.  
 

Article 19 
GOVERNMENT SERVICE 

1. (a)  Salaries, wages and other similar remuneration, other than a  pension, paid by a 
Contracting State or a political subdivision  
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Chapter IV 

TAXATION OF CAPITAL 
 
 

Article 22 
CAPITAL 

1.  Capital represented by immovable property referred to in aArticle 6, owned by a 
resident of a Contracting State and situated in the other Contracting State, may be taxed 
in that other State.  

2.  Capital represented by 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 by 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 may be taxed in that other State.  

3.  Capital represented by ships and aircraft operated in international traffic and by 
boats engaged in inland waterways transport, and by movable property pertaining to 
the operation of such ships, aircraft and boats, shall be taxable only in the Contracting 
State in which the place of effective management of the enterprise is situated.  

[4.  
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Contracting State, the first-mentioned State shall allow as a deduction from the tax on 
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nationals of the State concerned in the same circumstances, in particular with respect to 
residence, are or may be subjected.  

3.  The taxation on a permanent establishment which an enter
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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 to it to be 
justified and if it is not itself able to arrive at a satisfactory solution, to resolve the case 
by mutual agreement with the competent authority of the other Contracting State, with a 
view to the avoidance of taxation which is not in accordance with this Convention. Any 
agreement reached shall be implemented notwithstanding any time limits in the domestic 
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the preceding paragraphs. The competent authorities, through consultations, shall 
may develop appropriate bilateral procedures, conditions, methods and 
techniques for the implementation of the mutual agreement procedure provided 
for in this aArticle. In addition, a competent authority may devise appropriate 
unilateral procedures, conditions, methods and techniques 
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preventing avoidance or evasion of such taxes. The exchange of information is not 
restricted by aArticles 1 and 2.  

2. Any information received under paragraph 1 by a Contracting State shall 
be treated as secret in the same manner 
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subject to the time limits or accorded any priority applicable to a revenue claim under 
the laws of that State by reason of its nature as such. In addition, a revenue claim 
accepted by a Contracting State for the purposes of paragraph 3 or 4 shall not, in that 
State, have any priority applicable to that revenue claim under the laws of the other 
Contracting State. 
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provisions of special agreements.  
 

 
Chapter VII 

FINAL PROVISIONS 
 

Article 2829 
ENTRY INTO FORCE 

1.  This Convention shall be ratified and the instruments of ratification shall be 
exchanged at ______________________ as soon as possible.  

2. The Convention shall enter into force upon the exchange of instruments of 
ratification and its provisions shall have effect: 


