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Paragraph 5
11. Argentina, Kazakhstan, Morocco, Russia and Tunisia reserve the right to apply a

branch profits tax.

12. Brazil reserves the right to levy withholding tax on profits of a permanent

establishment at the same rate of tax as is provided in paragraph 2, as is the traditional

rule in the Brazilian income tax system.

13. Thailand reserves the right to levy a profit remittance tax on a permanent

establishment at the same rate as is provided for in subparagraph 2 a).

14. Indonesia reserves the right to apply a branch profits tax, but that branch profits

tax shall not affect the provisions contained in any production sharing contracts

relating to oil and gas and contracts of works for other mining sectors.

14.1 Colombia reserves the right to apply its domestic rules on the taxation of

dividends distributed from profits that have not been subject to tax at the level of the

company, and to impose its tax on the transfer of profits attributable to permanent

establishments that have not been subject to tax in Colombia.

Position on the Commentary

15. India does not adhere to the interpretation set out in paragraph 24. Under the

domestic law certain payments are treated as distributions and are therefore included

in the definition of dividends.

POSITIONS ON ARTICLE 11
(INTEREST)

AND ITS COMMENTARY

Positions on the Article

1. Bulgaria and Ukraine reserve the right to exclude from the scope of the Article

interest on a debt-claim where the main purpose or one of the main purposes of any

person concerned with the creation or assignment of the debt-claim in respect of

which the interest is paid is to take advantage of this Article and not for bona fide

commercial reasons.

Paragraph 2
2. Argentina, Brazil, India, Ivory Coast, Latvia, the Philippines, Romania, Thailand and

Ukraine reserve their positions on the rate provided for in paragraph 2.

3. Brazil reserves the right to add to its conventions a paragraph dealing with

interest paid to a government of a Contracting State or one of its political subdivisions

or a local authority thereof or any agency (including a financial institution) wholly

owned by the said government and stating that such interest is taxable only in the
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State of residence of the creditor. However, if interest is paid by a government of a

Contracting State or one of its political subdivisions or a local authority thereof or any

agency (including a financial institution) wholly owned by the said government, such

interest shall be taxable only in that Contracting State (i.e. in the State of source).

4. Bulgaria, India, Latvia, Lithuania, Malaysia, Russia, Serbia and Singapore reserve the

right not to include the requirement for the competent authorities to settle by mutual

agreement the mode of application of paragraph 2.

4.1 Azerbaijan reserves the right not to include in its bilateral conventions the

sentence stating that the competent authorities shall settle the mode of application of

paragraph 2 by mutual agreement as it uses uniform regulations for the

implementation of all its bilateral conventions.

Paragraph 3
5. Brazil, Thailand and Ukraine reserve the right to regard penalty charges for late

payment as interest for the purposes of this Article, in accordance with their domestic

law.

6. Malaysia reserves the right to exclude premiums or prizes from the definition of

interest, in accordance with the treatment of such payments under its domestic law.

7. Brazil and Thailand reserve the right to consider as interest any other income

assimilated to income from money lent by the tax law of the Contracting State in which

the income arises.

7.1 Bulgaria, Latvia, Morocco and Tunisia reserve the right to amend the definition of

interest to clarify that interest payments treated as distributions under its domestic

law fall within Article 10.

Paragraph 4
8. Brazil reserves the right to provide that where interest is paid to a permanent

establishment of a resident of the other Contracting State situated in a third State, the

limit on the rate of taxation of interest in paragraph 2 shall not apply.

8.1 Morocco reserves the right to include in paragraph 4 a reference to other business

activities carried on in the other State of the same and similar kind as those effected

through a permanent establishment.

Positions on the Commentary

9. Malaysia does not agree with paragraph 20 of the Commentary as under

Malaysian domestic legislation, premiums or prizes are not taxable.

10. India reserves its right to treat the interest element of sales on credit (described

in paragraphs 7.8 and 7.9) as interest.
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11. India does not adhere to the interpretation set out in paragraph 20, it reserves the

right to treat the difference between redemption value and issue price in accordance

with its domestic law.

POSITIONS ON ARTICLE 12
(ROYALTIES)

AND ITS COMMENTARY

Positions on the Article

1. Bulgaria and Ukraine reserve the right to exclude from the scope of this Article

royalties arising from property or rights created or assigned mainly for the purpose of

taking advantage of this Article and not for bona fide commercial reasons.

2. [Deleted]

Paragraph 1
3. Albania, Argentina, Armenia, Azerbaijan, Belarus, Brazil, Bulgaria, Colombia, Croatia,

the Democratic Republic of the Congo, Gabon, Indonesia, Ivory Coast, Kazakhstan, Lithuania,

Malaysia, Morocco, the People’s Republic of China, the Philippines, Romania, Russia, Serbia,

Singapore, South Africa, Thailand, Tunisia, Ukraine, Vietnam and Hong Kong, China reserve

the right to tax royalties at source.

3.1 Latvia reserves the right to tax royalties at source if the recipient of the income is

an individual who is resident of the other Contracting State.

4. Armenia reserves the right to tax copyright royalties for literary, scientific and

artistic work at a reduced tax rate.

4.1 India reserves the right to: tax royalties and fees for technical services at source;

define these, particularly by reference to its domestic law; define the source of such

payments, which may extend beyond the source defined in paragraph 5 of Article 11,

and modify paragraphs 3 and 4 accordingly.

Paragraph 2
5. Argentina, Brazil, Gabon, Ivory Coast, Morocco, Russia, Thailand and Tunisia reserve

the right to continue to include in the definition of royalties income derived from the

leasing of industrial, commercial or scientific equipment and of containers, as

provided for in paragraph 2 of Article 12 of the 1977 Model Double Taxation Convention.

6. The Philippines, Thailand and Vietnam reserve the right to include fees for technical

services in the definition of royalties.

7. Argentina, Brazil, Gabon, Ivory Coast and Tunisia reserve the right to include fees for

technical assistance and technical services in the definition of “royalties”.
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