LEGAL SUPPLEMENT _
to the Government Gazette of Mauritius No. 33 of 14th April 1990

Government Notice No. 60 of 1990.

THE INCOME TAX ACT 1974

Regulations made by the Minister under section 137 of the
Income Tax Act 1974

1. These regulations may be cited as the Double Taxation Convsntion
(Italy) Regulations 1990.

2. In these regulations—
“Convention” means the agreement entered into with the Republic
of Italy in pursuance of section 83 of the Income Tax Act and
set out in the Schedule to these regulations.

3. The Convention shall come into operation on the date of the
exchange of instruments of ratification as specified in Article 29 thereof.

Made by the Minister on 11 April 1990. '

SCHEDULE

CONVENTION BETWEEN
MAURITIUS
AND
THE REPUBLIC OF ITALY

CONVENTION

iti t of the
Between the Government of Mauritius and the Govemn!en
Republic of Italy for the avoidance of Double Taxau?n with
respect to Taxes on Income and for the Prevention
~of Fiscal Evasion

The Government of Mauritius and the Government of the Republic of
ltaly,

Desiring to conclude a Convention for the avoidance of double taxation
with respect to taxes on income and for the prevention of fiscal evasion,

Havc agreed as follows :
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ARTICLE 1
PERSONAL SCOPE

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

ARTICLE 2
Taxes COVERED
1. This Convention shall apply to taxes on income imposed on behalf of

a Contracting Statc or of its political or administrative subdivisions or local
authoritics. irrespective of the manner in which they are levied.

2. There shall be regarded as taxcs on income all taxes imposed on total
income or on clements of income. including taxcs on gains from the alicn-
ation of movable or immovable property. taxcs on the total amounts of
wages or salaries paid by cnterprises. as well as taxes on capital appreciation.

3. The existing taxes to which the Convention shall apply are, in parti-
cular:
(a) in the case of Mauritius:
(i) the income tax:
(ii) the capital gains (morcellement) tax:
including any withholding tax. prepayment or advance payment
with respect to the aforesaid taxcs: (hercinafter referred to as
“Mauritius  tax™). ’
(b) in the case of Naly:
(i) the porsonal income 1ax (Fimposta sul reddito delle persone
fisiche);
(ii) the corporate income tax (I'imposta sul reddito delle persone
giuridiche);
whether or not they are collected by withholding at source (herein-
alter referred to as “ltalian tax™).

4. This Convention shall apply also to any identical or substantiaily
similar taxcs which are imposed by cither Contracting State after the date
of signature of this Convention in addition to. or in place of, the existing
taxcs. The competent authoritics of the Contracting States shall notify cach
other of any substantial changes which have been made in their respective
taxation Jaws,
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ARTICLE 3
GENERAL DEFINITIONS

I. For the purposes of this Convention. unless the context otherwise

requires :

(a)

(h)

(c)

(d)

the term “Mauritius™ means all the territories. including all the

islands. which. in accordunce with the laws of Mauritjus, constitute

the State of Mauritius and includes :

(i) the territorial sea of Mauritius: )

(i) any arca outside the territorial sea of Mauritius which in
in accordance with the laws of Mauritius has been or may
hereafter be designated as an area within which the rights of
Mauritius with respect to the sca bed and sub-soil and their
natural resources may be cxercised:

the term “ltaly™ mecans the Republic of Italy and includes any
area beyond the territorial waters of Italy which, in accordance
with the laws of Italy conccrning the exploration and exploitation
of natural resources, may be designated as an area within which
the rights of Italy with respect to the seabed and subsoil and
natural resources may be cxercised:

the terms *“a Contracting State™ and *the other Contracting Statc”
mean Mauritius or Italy as the context requires; ‘

the term “person™ comprises an individual. a company and any
other body of persons; )

(e) the term “company” means any body corporate or any entity which

()

(2

is treated as a body corporate for tax purposes;

thc term “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;

the term “international traffic” means any transport by a ship or
aircraft operated by an enterprise which has its place of cffective
management in a Contracting State, cxcept when the ship or aircraft
1S QORSURS SURYY e Paces in the other Contracting State:

(h) the term “nationals™ means:

(1) all individuals posscssing the nationality of a Contracting State;

(2) ail legal persons. partncrships and associations deriving their
status as such from the laws in force in a Contracting State:
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(i) the term “competent authority” means:
(1) in the case of Mauritius, the Commissioner of Income Tax or
his authorised rcpresentative;

(2) in the casc of Italy, the Ministry of Finance.

2. As regards the application of this Convention by a Contracting State
any term not otherwise defined shall, unless the context otherwise requires,
have the mcaning which it has under the laws of that Contracting State
relating to the taxes which are the subject of this Convention.

ARTICLE 4
RESIDENT

1. For the purposes of this Convention, the term “resident of a Contrac-
ting State” micans any person who, under the law of that State, is liable
to tax therein by rcason of his domicile, residence, place of management,
or any other criterion of a similur nature. But this term docs not include
any person who is liable to tax in that State in respect only of income from
sources situated in that State.

2. Where by reason of the provisions of paragraph 1 an individual is a
resident of both Contracting States, then his status shall be determincd as
follows: '

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

(b) 1f the Contracting 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 cither Contracting State, he shall be deemed to be a
resident of the Contracting State of which he has an habitual abode;

(c) If he has an habitual abode in both Contracting States or in neither
of them. he shall be decmed to be a resident of the Contracting
State of which he is a national

(d) 1f he is a national of both Contracting States or of ncither of
them, the compeleat authoritics of the Contracting States shall
settle the question by mutual agreement.

3. Where by rcason of the provisions of paragraph 1 a person other than
an individual is a resident of both Contracting States. then it shall be
deemed to be a resident of the State in which its place of cffective manage-

ment is situated.
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ARTICLE 5
PERMANENT ESTABLISHMENT

. For the purposes of this Convention, the term “permanent establish-
ment” means a fixed place of business in which the business of the enterprise
is wholly or partly carried on.

2. The term “permanent establishment™ shall include cespecially :

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

/@ (c) an office;
(d) a factory;
(¢) a workshop:
(/) a mine, quarry or other place of extraction of natural resources;
(¢) a building site or construction or assecmbly project which exists for

more than six months.

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

(a) the use of facilities solely for the purpose of storage, display or
delivery of goods or merchandise belonging o the eaterprise:

(b) the maintenance of a stock of goods or merchandise belonging to
the enterprise solely for the purpose of storage, display or dclivery:

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

(d) the maintenance of a fixed place of business solely for the purpose
of purchasing goods or merchandise, or for collecting information,
for the enterprisc;

(e) the maintenance of a fixed place of business solely for the purpose
@ of advertising. for the supply of information. for scientitic rescarch
‘ or for similar activitics which have a preparatory or auxiliary

character for the enterprise. ’

4. A person acting in a Contracting State, on behalf of an enterprise of
the other Contracting State — other than an agent- of an independent status
to whom paragraph 5 applics — shall be deemed to be a permanent establish-
ment in the first-mentioned State if :

(a) he has, and habitually excrcises in that first-mentioned State, an
authority to conclude contracts in the name of the enterprise, unless
his activitics arc limited to the purchase of goods or merchandise
for the enterprise; or
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(b) he habitually maintains in that first-mentioncd State a stock of
goods or merchandisc belonging to the enterprisc from which he
regularly fulfils orders on behalf of the enterprise.

5. An caterprisc of a Contracting State shall not be deemed to have a
rermanent cstablishment in the other Contracting State merely because it
carries on business in that otlcr State through a broker, a general commission
agent or any other agent of an independent status, where such pzizons are
acting in the ordinary course of their busincss. However, when the activitiese
of such an agent are devoted cxclusively or almost cxclusively on bchali:
of that caterprise, he will not be considered an agent of an indcHei.’ent
status within the meaning of this paragraph.

6. The {act that a compaiy which is a resident of a Contracting State
controls or is controlled by a company which is a resident of the other
Contracting State, or which carrics on busines in that other State {whether
through a permancat establishment or otherwise) shail not of itself constitute
cither company a permanent cstablishment of the other.

ARTICLE 6
INCOME FROM IMMOVABLE PROPERTY

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

2. The term “ immovable property ” shall have the meaning which it has
under the Jaw of the Contracting State in which the property in question
is situated. The term shall in any case include property accessory to immo-
vable property. livestock and equipment used in agriculture and forestr
rights to which the provisions of general law respecting landed property appiy e
Usulruct of immovable property and rights to variable or fixed payments as
consideration for the working of. or the right to work, miaeral dcposits.,
sources and other natural resources shall also be considered as “ immovable
property . Ships. boats and aircraft shall not be rcgarded as immovable
property.

_3. The provisions of paragraph 1 shall apply to income derived from the
direct usc. letting, or usc in any other form of immovable property.

4. 'I_'hc provisions of paragraphs 1 and 3 shall also apply to the income
from immovable property of an entcerprisc and to income from immovable
property used for the performance of independent personal services.
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ARTICLE 7
BUSINESS PROFITS

1. The profits of an enterprisc of a Contracting State shzll be taxable
only in that Statc unless the enterprise carrics on business in the other
Contracting State through a pcrmanent establishment situated therein. Ir
the cnterprise carrics 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 pcrmanent establishment,

@ 2. Subject to the provisions of paragraph 3. where an enterprise of a
Contracting State carrics on business in the other Contracting State through
a permancnt cstablishment situated therein. there shall in each Contracting
State be attributed to that permanent cstablisment the profits which it might
be expected to make if it werc a distinct and separatc enterprisc 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.

3. In the determination of the profits of a permanent establishment, there
shall be allowed as deductions expenses which are incurred for the purposcs
of the permanent establishment including executive and general administrative
expenses so incurred, whether in the State in which the permancnt establish-
ment is situated or elsewhere.

4. Insofar as it has been customary in a Contracting State to dctermine
the profits to be attributed to a permarient establishment on the basis of an
apportionment of the total profits of the enterprisc t6 its various parts,
nothing in paragraph 2 shall preclude that Contracting State from deter-
mining the profits to be taxed by such an apportionment as may be
justomary. The method of apportionment adopted shall, however, be such

“ihat the result shall be in accordance with the principles contained in this
Article,

5. No profits shall be attributed to a permanent establishment by reason
of the mere purchasc by that permancnt establishment of goods or merchan-
disc for the enterprisc.

6. For the purposes of the preceding paragraphs. the profits to be attributed
to the permanent establishment shall be determined by the samc method
year by ycar unless there is good and suflicicnt reason to the contrary.

7. Where profits include items of income which are dealt with scparately
in other Articles of this Convention, then the provisions of thosc Articles
shall not be affected by the provisions of this Article.
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ARTICLE 8
SHIPPING AND AIR TRANSPORT
1. Profits from the operation of ships or aircraft in international traffic
shall be taxable only in the Contracting Statc in which the place of effective
management of the enterprise is situated.

2. If the place of effective management of a shipping enterprise is aboard
a ship, then it shall be decmed to be situated in the Contracting
Statc in which the home harbour of the ship is situated, or, if there is nv
such home harbour, in the Contracting State of which the operator of the shif~

is a rcsident.

3. The provisions of paragraph | shall also apply to profits derived from
the participation in a pool, a joint business or in an international operating

agency.

ARTICLE 9
ASSOCIATED ENTERPRISES
Where:
(a) an enterprisc of a Contracting State participates dircctly or in-
directly in the management, control or capital of an enterprise of
the other Contracting State, or -

(b) the samc persons participate dircctly or indirectly in the manage-
ment, control or capital of an enterprisc of a Contracting State and
an cnterprise of the other Contracting State.

and in cither case conditions are made or imposed between the two enter-
prises in their commercial or financial relations which differ from those
which would be made bciween independent enterpriscs, then any pro
which would. but for those conditions. have accrued to one of the enterprises,
but. by rcason of those conditions. have not so accrued. may be included
in the profits of that cnterprisc and taxed accordingly.

ARTICLE 10
DivIDENDS

1. Dividends paid by a company which is a resident of a Contracting State
to a resident of the other Contracting State may be taxed in that
other State. :
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2. However, such dividends may be taxed in the Contracting State of
which the company paying the dividends is a resident, and according to the
law of that State, but if the recipient is the beneficial owner of the dividends
the tax so charged shall not exceed:

(a) 5 per cent of the gross amount of the dividends if the recipient
is a company (cxcluding partnerships) which owns directly at least
25 per cent of the capital of the company paying the dividends;

(b) in all other cases, 15 per cent of the gross amount of the dividends.
The competent authorities of the Contracting States shall by mutual
~agreement scttle the mode of application of this limitation.
:7 This paragraph shall not affect the taxation of the company in respect
of the profits out of which the dividends are paid.

3. The term “dividends” as used in this Article means income from
shares, “jouissance’ shares or *‘jouissance” rights, mining shares, founders’
shares or other rights, not being debt-claims, participating in profits, as weil
as income from other corporate rights which is subject to the same taxation
treatment as income from shares by the taxation law of the State of which
the company making thc distribution is a resident.

4, The provisions of paragraphs 1 and 2 shall not apply if the benelicial
owner of the dividends, being a resident of a Contracting State, carrics on
business in the other Contracting State of which thc company paying the
dividends is a resident, through a permanent establishment situated therein
or performs in that other State independent personal services from a fixed
base situated therein and the holding in respect of which the dividends are
paid is effectively connected with such permanent establishinent or fixed base.
In such a casc the dividends are taxable in that other Contracting Statc
according to its own law,

5. Where a company which is a resident of a Contracting State, derive
‘profits or income from the other Contracting State that other Statc may not
impose any tax on the dividends paid by the company, except insofar as
such dividends arc paid to a resident of that other State or insofar as the
holding in respect of which the dividends are paid is effectively connected
with a permanent establishment or a fixed base situated in that other State,
nor subject the company’s undistributed profits to a tax on the company’s
undistributed profits, even if the dividends paid or the undistributed profits
consist wholly or partly of prolits or income arising in such other State.
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ARTICLE 11
I NTEREST

1. Interest arising in a Contracting State and paid to a resident of the
other Contracting State may be taxed in that other Statc.

2. However. such intcrest may also be taxed in the Contracting State .
in which it ariscs. and according to the law of that State. («
e

3. Notwithstanding the provisions of paragraph 2, interest arising in a
Contracting Statc and derived by a resident of the other Contracting State
shall bc taxable only in that State if the recipient is the beneficial owner
of the interest and the interest is paid to that State, to a public body of that
State or to a banking or financial institution of that State.

4. The term * intcrest ™" as used in this Article means income from Govern-
ment securitics, bonds or debentures, whether or not secured by mortgage
and whether or not carrying a- right to participate in profits, and debt-clairs
of every kind as well as all other income assimilated to income from moncy
lent by the taxation law of the State in which the income arises.

5. The provisions of paragraphs 1 to 3 shall not apply if the beneficial
owner of the interest. being a resident of a Contracting State, carries on
business in the other Contracting State, in which the interest arises, through
a permanent establishment situated therein, or performs in that other State
indcpendent personal scrvices from a fixed base situated therein, and the
debt-claim in respect of which the interest is paid is effcctively connectcb
with such permanent establishment or fixed base. In such a case, the interes®
is taxable in that other Contracting State according to its own law.

6. Interest shall be deemed to arise in a Contracting State when the payer
is that Statc itself, a political or administrative subdivision, a local authority
or a resident of that Statc. Where, however, the person paying the interest,
whether he is a resident of a Contracting State or not, has in a Contracting
State a permanent establishment or a fixed base in connection with which
the indcbtedness on which the interest is paid was incurred. and such
intcrest is borne by such permancnt establishment or fixed basc, then such
intcrest shall be deemed to arisc in the Contracting State in which the
permancent cstablishment or fixed basc is situated.
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7. Where, by reason of a special rclationship 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 that case, the
excess part of the payments shall remain taxable according to the law of
cach 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 rcsident of
the other Contracting Statc 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 law of that State, but if the
recipient is the beneficial owner of the royaltics, the tax so charged shall
not exceed 15 per cent of the gross amount of the royalties. The competent
authorities of the Contracting Statcs shall by mutual agreement settle the
mode of application of this limitation.

3. The term ‘“‘royalties” as used in this Article means payments of any
kind reccived as a consideration for the use of. or the right to use. any
copyright of literary, artistic or scicntific work including cinematograph
films, or tapes for television, or broadcasting, any patent, trade mark, design
or model, plan. secret formula or process, or for the use of, or the right
to use, industrial, commercial, or scientific equipment, or for information

p concerning industrial, commercial or scientific experience.

4. The provisions of paragraphs 1 and 2 shall not apply if the beneficial
owner of the royalties. being a resident of a Contracting State, carrics on
business in the other Contracting State. in which the royaltics arisc through
a permanent cstablishment situated thercin, or performs in that other State
it}dcpcndent personal services from a fixed base situated therein, and the
right or property in respect of which the royalties are paid is eflectivcly
connected with such permanent establishment or fixed base. In such a case,

the royalties are taxable in that other Contracting State according to its
own law,

FS IR
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5. Royaliics shall be decmed to arise in a Contracting State when the
payer is that State itself, a political or administrative subdivision, a local
authority or a resident of that Statc. Where, however, the pcrson paying
the royalties whether he is a resident of a Contracting State or not, has in
a Contracting Statc a permancnt cstablishment or a fixed base in connection
with which the liability to pay the royalties was incurred. and such royalties
arc borne by such permancut establishment or fixed base, then such royalties
shall be deemed to arisc in the State in which the permanent establishment
or fixed base is situated. @

6. Where. by rcason of a special relationship between the payer and the
beneficial owner or between both of them and some other person. the amount
of the royaltics, having regard to thc usc, right or information for which
they arc paid. cxceeds 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-mentioncd amount.
in such casc. the excess part of the payments shall remain taxable according
to the law of cach Contracting State, due regard being had to the other
provisions of this Convention.

ARTICLE 13
CAPITAL GAINS

1. Gains from the alicnation of immovable property, as defined in para-
graph 2 of Article 6, may be taxed in the Contracting State in which such
property is situated. ’

2. Gains from the alicnation of movable property forming part of the
business property of a permanent establishment which an enterprise of Con-
tracting Statc has in the other Contracting State or of movable propert
pertaining to a fixed base available to a resident of a Contracting State iff<
other Contracting State for the purpose of performing independent personal
services, including such gains from the alicnation of such a permancnt
ostablishment (alonc or together with the whole cnterprise) or of such a
fixed base, may be taxed W the other State. However, gains from the
alicnation of ships or aircraft operated in international traffic or movable
properly pertaining to the operation of such ships or aircraft shall be taxable
only in the Contracting State in which the place of effective management of
the enterprise is situated.

3. Gains from the alicnation of any property other than those mentioned
in paragraphs 1 and 2, shall be taxable only in the Contracting State of
which the alienator is a resident,
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ARTICLE 14
INDEPENDENT PERSONAL SERVICES

1. Income derived by a resident of a Contracting State in respect of
professional services or other independent activities of a similar character
shall be taxable only in that State unless he has a fixed base regularly
available to him in the other Contracting State for the purpose of performing
his- activities. If he has such a fixed base, the income may be taxed in the
other Contracting State but only so much of it as is attributable to that
fixed base.

2. The term “ professional services ™ includes especially indcpendent
scientific, literary, artistic. educational or teaching activities as well as the
independent activities of physicians, lawyers, engincers, architects, dentists
and accountants.

ARTICLE 15
DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articles 16, 18, 19, 20 and 2I, salarics,
wages and other similar remuncration derived by a resident of a Contracting
Statc in respect of an employment 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 therefrom may be taxed in
that other State.

2. Notwithstanding the provisions of paragraph I, 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-mentioned
State if:

(ua) the recipient is present in the other State for a period or periods not
cxceeding in the aggregate 183 days in the fiscal year concerned, and

(b) thc remuneration is paid by. or on behalf of, an employer who is
not a resident of the other State, and

(¢) the remuneration is not borne by a permanent establishment or a
fixed basc which the cmployer has in the other State.

3. Notwithstanding the preceding provisions of this Article, remuneration
derived in respect of an employment exercised aboard a ship or aircraft
in international traffic, may be taxed in the Contracting State in which the
place of effective management of the enterprise is situated.
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ARTICLE 16
DirECTORS’ FEES
Directors’ fees and other similar payments derived by a resident of a
Contracting State in his capacity as a mcmber of the board of directors
of a company which is a resident of the other Contracting State may be
taxed in that other State. !

ARTICLE 17
ARTISTS AND ATHLETES
I. Notwithstanding the provisions of Atticles 14 and 15, income derived
by a resident of a Contracting State as an entertainer, such as a theatre,
motion picture, radio or television artist, or a musician, or as an athlete,
from his personal activitics as such exercised in the other Contracting State,
may be taxed in that other State.

2. Where income in respect of personal activities excrciscd by an enter-
(ainer or an athlete in his capacity as such accrues not to the entertainer or
athlete himsclf but to another person, that income may, notwithstanding
the provisions of Articles 7. 14 and 15, be taxed in the Contracting State
in which the activitics of the entertainer or athlete are exercised.

3. The provisions of paragraphs 1 and 2 shall not apply to income
derived from activities performed in a Contracting State by entertainers or
athlctes if the visit to that Contracting State is wholly or substantially
supported by public funds of the other Contracting State, including any
political or administrative subdivision, local authority or statutory body

thereof.

ARTICLE 18
PENSIONS

|. Subject to the provisions of paragraph 2 of Article 19. pensions and
other similar remuncration paid to a resident of a Contracting State in
consideration of past cmployment shall be taxable only in that State.

2. The provisions of paragraph 1 shall not apply if the recipient of the
income is not subject to tax in respect of such income in the State of which
he is a resident and according to the laws of that State. In such a case, such
income may be taxed in the State where they arise.
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ARTICLE 19
GOVERNMENT SERVICE

1. (a) Remuneration, other than a pension, paid by a Contracting State
or a political or administrative subdivision or a local authority thereof to
an individual in respect of scrvices rendered to that Statc or subdivision or
authority shall be taxable only in that State.

(b) However, such remuneration shall be taxable only in the other
Contracting State if the services are rendered in that State and the individual
is a resident of that State who:

(i) is a national of that State: or

(i) did not become a resident of that State solely for the purpose
of rendcring the services.

2. (a) Any pension paid by. or out of fund created by, a Contracting
State or a political or administrative subdivision or a local authority thereof
to an individual in respect of services rendered to that State or subdivision
or authority shall be taxable only in that State.

(h) However, such pension shall be taxable only in the other Contracting
Statc if the individual is a national of and a resident of that State.

3. The provisions of Articles 15, 16 and 18 shall apply to remuneration or
pensions in respect of services rendered in _connection with any tradc or
business carried on by one of the Contracting States or a political or adminis-
trative subdivision or a local authority thereof. oo

ARTICLE 20
PROFESSORS AND TEACHERS

1. A professor or teacher who makes a temporary visit to a Contracting
State for a period not exceeding two years for the purpose of tcaching or
conducting research at a university, college. school or other educational insti-
tution. and who is. or immediately before such visit was. a resident of the
other Contracting State shall be cxempt from tax in the first-mentioned
Contracing State on any remuneration for such tcaching or research in respect
of which he is subject to tax in the other Contracting State.

2. This Article shall not apply to income from research if such research
is undertaken primarily for the private benefit of a specific person or persons.
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ARTICLE 21
STUDENTS

1. Payments which a student or business apprentice. who is or was imme-
diately before visiting a Contracting State a resident of the other Contracting
State and who is present in the first-mentioned Contracting State 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 payments arise from sources outside that State.

2. Notwithstanding the provisions of Articles 14 and 15, remuneration
which a student or business apprentice who is. or was immediately before
visiting a Contracting Statc. a resident of the other Contracting State and who
is present in the first-mentioned State solely for the purpose of his education
or training, derives in respect of services rendered in the first-mentioned State
shall not be taxed in the first-mentioned State, provided that such services are
in connection with his education or training or that the remuneration of such
services is necessary to supplement’the resources avail. ble to him for the
purpose of his maintenance.

ARTICLE 22
OTHER INCOME
1. Items of income of a resident of a Contracting State, wherever arising,
not dealt with in the foregoing Articles of this Convention shall be taxable
only in that State.

2. The provisions of paragraph 1 shall not apply to income, other_than
income from immovable property as defined in paragraph 2 of Article 6.
if the recipient of such income being a resident of a Contracting State.
carries on business in the other Contracting State through a permanent
establishment situated therein, or performs in that other State independent
personal services from a fixed base situated therein, and the right or property
in respect of which the income is paid is effectively connected with such
permanent establishment or fixed base. In such a case the items of income
are taxable in that other Contracting State cccording to its own law.

ARTICLE 23
ELIMINATION OF DOUBLE TAXATION

1. Double taxation shall be avoided in accordance with the following
paragraphs.
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2. If a resident of Italy owns items of income which arc taxable in
Mauritius, Italy may, in determining its income taxes specified in Article 2
of this Convention, include in the basis upon which such taxes are
imposed the said items of income, unless specific provisions of this Con-
vention otherwise provide.

In such a case, Italy shall deduct from the taxes so calculated the
income tax paid in Mauritius but in an amount not exceeding that proportion
of the aforesaid Italian tax which such items of income bear to the entire
income.

However, no deduction will be granted if the item of income is
subjected in Italy to a final withholding tax by request of the recipient of
the said income in accordance with the Italian law. '

3. Where a resident of Mauritius derives items of income which are
taxable in Italy, Mauritius may, in determining the Mauritius tax specified
in Article 2 of this Convention, include in the basis upon which Mauritius
tax is imposed. those items of income, unless specific provisions of this
Convention otherwise provide.

In such a case, the resident of Mauritius will be entitled to a tax credit
corresponding to thc amount of the Italian tax levied. The tax credit shall
not however exceed the amount of Mauritius tax attributable to the income
concerned. b

4. For the purposes of paragraphs 2 and 3 of this Article, where tax on
dividends arising in either Contracting State is exempted or reduced for
a limited period of time in accordance with the laws of that State, such
tax which has been exempted or reduced shall be deemed to have been
paid at an amount not exceeding 15 per cent of the gross amount of the
dividends referred to under Article 10.

ARTICLE 24
NON-DISCRIMINATION

1. Nationals of a Contracting State shall not be subjected in the other
Contracting State to any taxation or any requirement connected therewith
which is other or more burdensome than the taxation and connected require-
ments to which nationals of that other State in the same circumstances are
or may be subjected. This provision shall. notwithstanding the provisions
of Article ‘1. also apply to persons who are not residents of onc or both
of the Contracting States. '
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2. The taxation on a permanent establishment which an enterprise of a
Contracting State has in the other Contracting State shall not be less favour-
ably Ievicd in that other State than the taxation levied on enterprises of
that other State carrying on the same activities.

This provision shall not be construcd as obliging a Contracting State
to grant to residents of the other Contracting State any personal allowances,
relicls and reductions for taxation purposes on account of civil status or family
responsibilitics which it grants to its own residents.

3. Except where the provisions of Article 9, paragraph 7 of Article 11,
or paragraph 6 of Article 12, apply, interest, royalties and other disbursc-
ments paid by an cnterprise of a Contracting State to 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.

4. Enterpriscs of a Contracting State, the capital of which is wholly or
partly owned or controlled, dircetly or indirectly, by one or more residents
of the other Contracting State, shall not be subjected in the first-mentioned
Contracting Statc to any taxation or any requirement connccted therewith
which is other or more burdensome than the taxation and connected re-
quircments to which other similar enterprises of that first-mentioned State -
arc or ma, be subjected.

5. The provisions of this Articlc shall, notwithstanding the provisions of
Article 2, apply to taxes of every kind and description.

ARTICLE 25
MUTUAL AGREEMENT PROCEDURE

l. Where a person 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, notwthstanding the remedies provided by
the national laws of thosc States, present his case to the competent authority
of the Contracting State of which he is a resident or, if his case comes under
paragraph 1 of Article 24, to that of the Contracting State of which he is
a national. The casec must be presented within two years from the first
notification of the action resulting in taxation not in accordance with the
provisions of this Convention.
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2. The competent aulhonty shall endeavour, if the objection appecars to
it to be justified and if it is not itsclf able to arrive at a satisfactory solution.
to resolve the case by mutual agrccment wth the competent authority of
the other Contracting State, with a view to the avoidance of taxation not
in accordance with the Convention.

3. The compctent authoritics of the Contracting States shall cndcavour
to resolve by mutual agreement any difficultics or doubts arising as to the
interpretation or 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 thc preceding paragraphs. When it seems advisable in order to
reach agrecment to have an oral exchange of opinions, such exchange may
take place through a Commission consisting of representatives of the com-
petent authorities of the Contracting States.

ARTICLE 26
EXCHANGE OF INFORMATION

1. The competent authorities of the Contracting States shall exchange
such information as is necessary for carrying out the provisions of this
Convention or of the domestic laws of the Contracting States concerning
taxes covered by this Convention in so far as the taxation thereunder is not
contrary to the Convention as well as to prevent fiscal evasion. The exchange
of information is not restricted by Article 1. Any information received by a
Contracting State shall be treated as secret in the same manner as inform-
ation obtained under the domestic laws of that State and shall be disclosed
only to persons or authorities (including courts and administrative bodics)
involved in the assessment or collection of, the enforcement or prosecution
in respect of, or thc determination of appeals in relation to, the taxes
covered by the Convention. Such persons or authorities shall use the inform-
ation only for such purposes. They may disclose the information in pubhc
court procecdings or in judicial decisions.

2. In no casc shall the provisions of paragraph 1 be construed so as to
impose on a Contracting State the obligation : ‘

(a) to carry out administrative measures at variance with the laws or
the administrative practice of that or of thec other Contracting
State;

{b) to supply information which is not obtainable undcr the laws or in
the normal course of the administration of that or of the olhcr
Contracting State;

(c) to supply information which would disclose any trade. busincss,
industrial, commercial or professional secret or trade process or
information, the disclosure of which would be contrary to public
policy (ordre public).
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ARTICLE 27
_ DipLOMATIC AGENTS AND CONSULAR OFFICERS
Nothing in this Convention shall affect the fiscal privileges of diplomatic
agents or consular officers under the general rules of international law or
under the provisions of special agreements.

ARTICLE 28
, REFUNDS
1. Taxes withheld at the source in a Contracting. State will be refunded
by request of the taxpayer or of the State of which he is. a resident if the

right to collect the said taxes is affected by the provisions of this Convention.

2. Claims for refund, that shall be produced within the time limit fixed
by the law of the Contracting State which is obliged to carry out the refund,
shall be accompanied by an official certificate of the Contracting State of
which the taxpayer is a resident certifying the existence of the conditions
required for being entitled to the application of the allowances provided for
by this Convention.

3. The competent authorities of the Conttracting States shall by mutual
agreement scttle the mode of application of this Article, in accordance with
the provisions of Article 25 of this Convention.

ARTICLE 29
ENTRY INTO FORCE
1. This Convention shall be ratified and the instruments of ratification
shall be exchanged as soon as possible.
2. The Convention shall enter into force on the date of the exchange of
instruments of ratification and its provisions shall have effect:
(a) in Mauritius:
in respect of income assessable for any income year beginning on,
or after 1st July, 1987;
(b) in Italy:
in respect of income assessable for any taxable period beginning
on, or after 1st January, 1987.

3. Claims for refund of credits arising in accordance with this Convention
in. respect of any tax payable by residents of either of the Contracting States
referring to the periods beginning on or after 1st January 1987 and uatil the
entry into force of this Convention shall be lodged within two years from the
date of entry into force of this Convention or from the date the tax was
charged, whichever is later.
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ARTICLE 30
TERMINATION
This Convention shall remain in force until terminated by one of the Con-
tracting States. Either Contracting State may terminate the Convention,
through diplomatic channels, by giving notice of termination at lcast six
months before the end of any calendar year after the period of five ycars
from the date on which the Convention enters into force. In such event, the
Convention shall cease to have effect:
“(a) In Mauritius :
in respect of income asscssable for any income year beginning on,
or after Ist July in the calendar year next following that in which
such notice is given;
(b) In Italy :
in respect of income assessable for any taxable period beginning
on, or after Ist January in the calendar year rext following that
in which such notice is given.
Done in duplicate at Port Louis, the ninth of March of 1990, in the
Ttalian and English languages, both texts being equally authoritative.

for the Government of Mauritius for the Government of
the Republic of Italy

SIR Satcam BOOLELL Dr Strcio EMINA
Deputy Prime Minister and Ambassador of ltaly
Minister of External Affairs
and Emigration

_ PROTOCOL
to the Convention between the Government of Mauritius and the Govera-
ment of the Republic of Italy for the avoidance of double taxation with
respect to taxes on income and for the prevention of fiscal evasion.

At the signing of the Convention concluded today between the Governient
of Mauritius and the Government of the Republic of Italy for the avoidance
of double taxation with respect to taxes on income and for the prevention
of fiscal evasion the undersigned have agreed upon the following additionzl

provi§ions which shall form an integral part of the said Convention.
1t is understood that :

(a) with reference to Article 7, paragraph 3, the expression “expenses
which are incurred for the purposes of the permanent establishment

means the expenses directly connected with the activity of the
permanent establishment;
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(h) with further reference to Article 7. paragraph 3, no such deduction

(d)

(e)

shall be allowed in respect of amounts, if any, paid (otherwise than
towards reimbursement of actual expenses) by the permanent esta-
blishment to the head office of the enterprisc or any of its other
offices, by way of royaltics, fecs or other similar payments in retumn
for the usc 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 enterprisc, by way of interest on monies lent
to the permancnt establishment. Likewise, no account shall be taken.
in the determination of the profits of a permanent establishment,
for amounts charged (otherwise than towards reimburscment of
actual expenscs), 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 usc of patents or
other rights, or by way of commission for specific services performed
or for management, or, except in the casc of a banking enterprise,
by way of intcrest on monies lent to the head office of the enterprise
or any of its other offices;

with rcference to Article 8, an enterprise of a Contracting State
deriving profits from the operation of ships or aircrafts in inter-
national traffic shall not be subject to any local income tax imposed
in the other Contracting State:

notwithstanding the provision of Article 10, paragraph 2, dividends
paid by a company which is a resident of Mauritius to a resident
of Italy may be taxed in Mauritius according to the laws of
Mauritius, as long as dividends paid by a company which is a
resident of Mauritius are allowed as a deduction in the determi-
nation of the taxable profits of the company. However, the tax
so charged shall not exceed 40 per cent of the gross amount of
the dividends;

with refercnce to Article 11, paragraph 3, the term “public body”
includes any cntity of a Contracting Statc which is wholly or partly.
directly or indircctly, controlled by that State. Where any difficulty
or doubt arises as to whether such an entity of a Contracting
Statc is a public body or not, the matter shall be scttled by the
competent authorities of the Contracting States;
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(f) with rcference to Article 12, paragraph 2, if the Government of
Mauritius, in a Convention with any other member of the Organi-
zation for Economic Co-opcration and Development, would limit
its taxation at the source of royalties at a rate lower than the one
provided for in the said Article, the two Governments shall consult
cach otber with a view to modifying the said Article in order to
cxtend the samc treatment on a rcciprocal basis. The Government
of Mauritius will inform the Government of Italy of such a change

} in its policy as soon as possible;

(g) with reference to paragraph 1 of Article 25, the expression “not-
withstanding the remedics provided by the national laws™ means that
the mutual agrecement procedure is not a substitute for the national
contentious proceedings which shall, in any case, be initiated, as
a preventive action, when the claim is related to an assessment of
the taxes not in accordance with this Convention;

(h) the provision of paragraph 3 of Article 28 shall not affect the
competent authorities of the Contracting States from the carrying
out, by mutual agreemcnt, of other practices for the allowance of
the reductions for taxation purposes provided for in this Conven-
tion;

(i) the remuneration paid to an individual in respect of scrvices
rendered to the Italian State Post Undertaking (PP.TT.), to the
Italian Foreign Trade Institution (1.C.E.) and to the Italian Tourism
body (E.N.LT.) as well as to any corresponding Mauritius body
or institution, are covered by the provisions concerning governmental
functions and, consequently, by paragraphs 1 and 2 of Article 19

i of the Convention.

" Done in duplicate at Port Louis, the ninth of March of 1990, in the
Italian and English languages, both texts being equally authoritative.

for the Government of Mauritius for the Government of
thc Republic of Tialy

Sk Satcam BOOLELL Dr SerGio EMINA

Deputy Prime Minister and Ambassador of ltaly
Minister of External Afjairs '
and Emigration
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