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Denmark - Pakistan
Income Tax Treaties

1987 hicome Tax Convention and I nal Protocol

Signatories: Denmark; Pakistan

Citations: 92 TNI 48-44: Doc 9 :-30216

Signed: October 22, 1987

In Force: October 22. 1987

Effective: January 1, 1988. See Article 30.

Status: In Force

Tax Analysts Classification: Income Tax Treaties

This convention has been amended by a protocol signed May 2.
2002.

CONVENTION BETWEEN THE IS".AM:iC REPUBLIC OF PAKISTAN AND
IIE KINGDOM CF DENMARK ‘OR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTIO!. OF FISCAL EVASION WITH RESPECT
TO TAXE. ON INCOME

The Government of the Islamic Repul'ic of Pakistan and the Government of the
Kingdom of Denmark,

Desiring to conclude a Convention for th: avoidance of double taxation with respect to
taxes on income,

Have agreed as follows:

Arucle |

Persona! Scope
This Convention shall apply to person who are residents of one or both of the
Contracting States.

Ariicle 2

Taxes Covered

1. This Convention shall apply to taxes on income imposed on beh. If of a Contracting
State or of its political sub-divisions o: local authorities, irrespeciive of the manner in
which they are levied.

Z. There shall be regarded as taxes on i1.zome all taxes imposed on total income or on
elements of income including taxes on gains from the alienation of movable property.
taxcs on the total amounts of wages or salaries paid by enterprises. as well as taxes on
capital appreciation.
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The existing taxes (0 which the Convention shall apply arc in particular:

3.
(a) In the case of Pakistan:

(i) the income tax;

(ii) the super tax; and

(iii) the surcharge;

(hereinafier referred to as P akistan tax");

(b In the casc of Denmark:
(i) the income (X {v the state (indkomstskuucn till stazen);
(i) the municipal income tax (den kommunale indkomstskat);

(ii1) the income ta¥ to the country municipalities (den amuskommunale indkomstskat):
(iv) the old age pension contribution (folkcpensionsbidnagct);

{(v) the seaman's ta. (somundsskatten);

(vi) the special income tax (den saerlige indkomstskat);

(vii) the church ta (kirkcskattcn);

(viii) the tax on dividends (udhyuesknttcn);

(ix) the contributicn to the sickness "per diem" fund (bidrag til dagpcngefondcn); an

(x) ihe hvdrocarbe 1 tax (kulbrinteskauen);

(hercinafier re ferr.d to s "Danish tax")-
5. The Convention shall apply also to any identical or substantially similar taxc. which
arc imposed © fter the date of signature of the Convention in addition to, oF in wec of,

existing taxc:. Al the end of cach ycar, the competent authorities of the Coiracting
{ substantial changes which have been made in their

States shall sotify cach other 0
respective (a cation laws.

Article 3

General Defirtions
1. Tor the puiposes of this Convention, unless the context otherwise requires:

(a) the terms "4 Contracting Gtate” and "the other Contracting State” mean D amark or
Pakistan, as the context requires;

(b) the term wpakistan” used in the gcographicul sensc means Pakistan as defiicd in the
Constitution of the Islamic Republic of Pakistan and also includes any a:<d outside
the territorial waters of Pakistan which under the laws of Pakistal and the

international law is an area within which the rights of Pakistan with respect to the sea-

bed and sub-soil and their natural resources may be exercised;

(c) the term vDenmark” means the Kingdom of Denmark including any 2 outside the
{erritorial sca of Denmark which in accordance with international la~ .28 been or
may hereafter be designated under Danish laws as an area within W ‘1t Denmark

may exercise sovereign rights for the purpose of exploring and exploiing the patural
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resources of the sea-bed or its sub-soil and the superjacent waters and with regard (€
ca; the term

other activities for the economic cxploitation and exploration of the ar
does not comprise the Faroe Islands and Greenland;



(d) the term "person” iniclud s an individual, a company and any other body or |: (SOns,

(¢) the term “company” m.ans any body corporale or aity entity which is u .ed as a
body corporatc for tax purposcs;

() the terms wenterprise 0 a C ontracting State" and nenterprise of the other C antracting
State" mean respectively an enterprise carried on by & resident of a Contra dng State
and an caterprise carric { on by a resident of the other ¢ ‘ontracting State;

(g) the term wipternational traf(ic” means any transport by a ship or aircraft ¢ serated by

an enterprise which hiis its place of effective management in 2 Contra. ing State,

except when the ship or aircraft is operated solely between places it the other
Contracting Statc;

(h) the term "competent quthority" means:

(i) in Pakistan: (1e Ccntral Board of Revenue or its wthorized representi Ve, and in
the cage of any iermitory 10 which the present Conv .ption is extended u der Article
29, the competcnt avthority for the administration in such territory of e taxes 10
which the present Co’ wveniion applies;

(i) in Denmarts the Minister for Inland Revenie, Customs and E sise or his
authorized represent (dve.

[ 3]

As regards the application of the Convention by - Contracting State 1y term not
defined therein shall, unlcss the context otherwise requires, have ihe mce ing which it
has under the law of that State concerning the taxes (0 which the Conven on applies.

Atticle 4

Resident

1. For the purposcs of this Convention, the term "resident of @ Contractiny State” means

any person who, ander the laws of that State, is liabie to tax therein b: reason of his
domicile, residence, place of management or any other criterion of a siz .lav naturc.

2

Where by reason of the provisions of paragraph 1 an individual is a = -ident of both
Contracting States, ther his status shall be determined as follows:

(a) he shall be deenied to be a resident of the State in which he has a pp "manent home

available to him; if he has 2 permanent home available to him in -oth States, he

shall be deemed to bc @ resident of the State with which hi personal and
cconomic relations are closer (centre of vital intcrests);

(b) if the State in which he has his centre of vital interests cannot be ¢ termined, or if
he has not a permanent home available to mm in either State, he 1all be deemed
to be u resident of the State in which he has an habitual abode;
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(¢) 1l he has an habitual abode in both States or in neither of them, he shall be deemed
{0 be a resident of the State of which he is a national;

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

5. Where by reason of the provisions of paragraph 1 a person other than an individual is
a resident of both Contracting States, then it shall be dcemed to be a resident of the
State in which its place of effective management is situated.

Article 5

Permauent Establisliment
1. For the purposcs of this Coavention, the term "permanent cstablishment” means a
fixed place of business through which the business of an enterprise is wholly or partly

carvied cn.
. The term "permanent establishment” includes especially:

(a) a place of management;

(b) a branch;

(c) an office;

(d) a factory,

(€) a workshop; and

(f) a mine, an oil or gas weli, a guarry or any other place of extraction of natural
resources.

The term "permanent establishmant” likewise cncompasses a building site. a
construction, assembly or installatica project or supervisory activities in connection
therewith, but only where such site, project or activities continue for a period 0. more
than six months.

1,2

4. Notwithstanding the preceding provisions of this Article, the term "permanent
establishment” shali be deemed not (o include:

(a) the use of facilitics solely for the purpose of siorage or display of goods or
merchandise belonging to the enterprise;

(b) the maintenance of a stock 0: goods or merchandise belonging to the enterprisc solely
for the purposc of storage or displa;;

(c) the mainenance of a stock of goods or merchandisc belonging to the enterprisc solely
for the purpose of processing by another enterprisc;

—
f‘.;
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1} the maintenance of a fixed place of business solely for the purpose of purchasing
gnods or merchandisc or of collecting information for the enterprise;



(2) the maintenanse of a fixed place of business sc ely for the purpose of carrying on, for
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the cisierprisc, any other activity of a preparator v or auxiliary character.

Notwithstanding the provisions of paragraphs . and 2 wherc a person--other than an
agent of an independent status to whom naragraph 7 applies--is acting in a
Contracting State on bchalf of an enterprise of the other Contraciing State, that
enterprise shuil be deemed to have a permancii establishment in the [irst-mentioned
Contiacting Siate 11 respect of any activities which thal pcrson undertakes for the
enterprise, if such a person:

has and habitually exercises in that State an authority to conclude contracts in the
name of the enterprise, unless the activitics of such person are limited to those
mentioned in paragraph 4 which, if exerciscd through a iixed place of business,
would not make this fixed place of business permanent cstablishment under the
provisions of that paragraph;

has 1 o such authority, but habitually maintains in the first-mentioned State 2 stock of
goods or merchandise from which he regulariy delivers goods or merchandise on
behalf of the enterprise; or

habitually sccures orders in the first-mentioncd Contracting State exclusively, or
almost exclusively, for the enterprise itsclf or for such other enterprises which are
controlled by it or have a controlling interest it it. 6. Notwithstanding the preceding
provisions of this Article, an insurance enterprise of a Contracting State shall, except
in regard to re-insurance, be deemed to have a permanent establishiment in the other
Contracting State if it collects premiums in the territory of tihat other Statc or insures
risks situated therein through a person other than an agent ol an independent status to
whem paragraph 7 applies.

An cnterprise of a Contracting State shall not bc deemed to have a permanent
cstatlishment in the other Contracting State micrely because it carrics on business in
that other State through a broker, general conumission agen: or any other agent of an
independent status, provided that such persons are acting in the ordinary course of
their business. However, when the activities of such an agent are devoted wholly or
almost wholly on behalf of that enterprise, he will not be considercd an agent of an
independent status within the meaning of this paragraph.

The fact that a company which is a resident of a Contracting State controls or is
controlied by a company which is a resident of the other Contracting State, or which
carrics on business in that other State (whether through a pcrmaneni establishunent or
othcrwise), shall not of itsclf constitute cither company a permanent establishment of
the other.

Article 6
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come From Immovable Property
Income derived by a resident of a Contracting State from immovable pivverty
(including income from agriculture or forestry) situated in the other Contruciing stale
niay be taxed iv that other State.

The term: “imizovable property” shali have the meaning which it has under ihe law of
the Contracting State in which the property in question is situated. The tern shall in
any case include property accessory (o immovable property, livestock and cqretment
used in agriculture and forestry, rights 1o which the provisions of rence - law
respecting landed property apply, usufruct of immovable property a.d i is (0
variable or fixed payments as consideration for the working of, or the right to vork,
mineral deposiis, sources and other natural resources, ships, boats © rerai shall
not be regarded as immovable property.

The provisions of paragraph | shall also apply to income derived frc e dite Lusg,
letting, or use in any other form of immovablc property.

The provisions of paragraphs 1 and 3 shall also upply to the income from jnmovable
property of an cnterprise and to income from immovable property uscd for the
performance of independent personal services.

Article 7

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

(a) that permanent establishment;

(b) sales in that other State of goods or merchandise of the same or similar kind as
those sold through that permanent establishu:ent; or

(c) other business activities carried on in that other State of the same or similar kind
as those cffecled through that permanent ssiablishment.

Subject to the provisions of paragraph 3, whers an enterprise of a Contracting State
carries on business in the other Contracting Stac through a permancnt cstablishment
situated therein, there shall in each Contraciing State be attributed to that permanent
establishment the profits which it might be cxpected to make if it were a distinct and
separate enterprise cngaged in the same or similar activitics under the same or similar

conditions and dealing wholly independently with the enterprise of which it 1s a
pcrmanent establishment.
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(a) In the determination of the profits of a permanent establishmeni, there shall be
allowed as deduclions expenses which are incurred for purposes o1 the permanent
establishment including only those executive and general administrative expenses so
mcurred, whether in the State in which the permanent establishment is situated or
clsewhere, which are allowed under the provisions of the domestic law of the
Contracting State in which the permanent establishment is situated.

(b) However, no su:h deduction shall be allowed in respect of amounts, if any, paid

tn

(otherwisc than (owards reimbursement of actual expensc) by the permanent
establishment to ‘he head office of the enlerprises or any of its other olfices by way of
royalties, fees or other similar payments in return for the use of patents or ofher
rights, or by way of commissions, for specific services performed or for management,
or. except in the -ase of a banking enterprise, by way of interest on mouies lent to the
permanent establishment. Likewise, no account shall be taken in the deiermination of
the profits of a permancent establishment of amounts charged (ctherwis: than towards
reimbursement ¢! actua! expenses) by the sermarent establishment to ilie head office
of the enterpris. or any of its other offices, by way of royalties, fees cr other similar
payments in retu.; for the use of patents or other 1 ghts, or by way of commission, for
specific services performed or for management, or except, in the casc of a banking
enterprise, by way of interest on monies icnt to the head office of th.: enterprise or
any of its other offices.

In so far as it has been customary in a Contractin 4 State to determine ti.c profits (o be
attributed to a permanent establishment on the basis of an apportionmeiit of the total
profits of the enterprise to its various parts nothing in paragraph 2 shall preclude that
Contracting State [rom determining the profits to be taxed by such an : pportionment
as may be customury; the method of apporiionment adopted shall, hov ever, be such
that the result shal’ be in accordance with the principles contained in thi: Article.

No profits shall bz attributed to a permanent esiablishment by reaso:: of the mere
purchasc by that permanent establishment of good: or merchandise for the enterprise.

For the purposes of the preceding paragraphs, the profits to be attributed to the
permanent establisiument shall be determined by tii2 same method year Ly ycar unless
there is good and sufficient reason to the contrary.

Where profits inciude itzms of income which :re dealt with separuiely in other

Articles of this Cor.vention, then the provisions of those Articles shall not be affected
by the provisions o:"this 4 rticle.

Article 8



Shipping and \jr Transport

|. Profits fro the operation of aircraft in international traffic shall be taxable only n

the Contra ting State in which the place of effective management of {he chtorptise 18
situated.

W

With respect 0 profits derived by the air transport consortium Scandinavian Airlines
System (1AS), {he provisions of paragraph | shall apply but only to such patt of the
profits as corresponds to the pe ticipation held in that consortium by Dt Danske
Ly fifartssclskab (DDL), the Danizh partner of Scandinavian Airlines System {SAS).

Profits from the operation of ~hips in international traffic may be taxcd in the
Contracting State in which the effective management of the enterprisc is situated.
However. such profits derived { om SOUICES within the other Contracting State may
also be texed in that other Statc 1 accordance with its domestic law, providzd that for
e first five years for which th.s Convention is cffcctive, the tax so charued in that
ather State shall be reduced b; 50 per cent and for the next five years it shall be
reduced by 25 per cent.

(921

1. The provisions of the foregoin.. paragraphs of this Article shall « - apply to profits
from the participation in a pool. a joint business or an international operating agency.

Article 9

Associated Enterprises
1. Where
(a) an snterprise of a Contrcting State participatcs directly or indirectly in the
management, control or capital of an enterprise of the other Contracting State, of

(b) the samc persons participite directly or indirectly in the management, control or
capital of an enterprisc of a Contracting State and enterprise of the other
Coatracting State,

and in eitiier case conditicns arc made or imposed betwecn fhe (wo Cnterypriscs in thoir
comumercicl or financial relations which differ from those which would b¢ made betwecit
independent en .erprises, then ary profits which would, but for those conditions, have
accrued to one of the enterpriscs. but, by reason of thosc conditions, have not sO accrucd,
may be included in the profits of hat enterprise and taxed accordingly.

2. Where a Contracting State includes in the profits of an enterprisc of that State and
(axes accordingly profits on which an enterprise of the other Contracting State has
been charged to tax in that other State and the profits s0 included arc profits which

would have accrued 10 the enterprise of the first-mentioned State if the conditions
made between the two ciptarprises had been those which would have been made
between independent ¢hl= arises, then {hat other State shall make an appropriate
adjustment 10 the amount of the 1ax charged therein on those profits. In determining
such adjustment, due regard shall be had to the other provisions ¢ fihis Convention



and the competent quthorities of the Contracting States shall, if nec ssary, consult
each other.

Article 10

Dividends
{. Dividends paid by a company which ic aresidentof a Contracting St.te to a resident
of the other Contracting State may be taxed in ihat other State.

2. However, such dividends may also b taxed in the Contracting Ste € of which the
company paying the dividends is a resident, and according to the lavs of that State,
but if the recipient company is the beneficial owner of the divicends the tax S0
charged shall not exceed 15 per cent C. {he gross amount of the dividcnds.

The competent authorities of the Contracting States shall by mutual ag: ement settle the
mode of application of these limitations.

This paragraph shall not affect the taxation of the company in respeet of the pro fits out of

which the dividends are paid.

3. The term ndividends" as used in this Article means income frop . shares of other
rights, not being debt-claims, participating in profits, as well as ircome from other
corporate Tights which is subjected to the same taxation treatmen as income from
shares by the laws of the State of which the company making tl. distribution 1s 8
resident. The amount of additional tax payable in a Contract ng State for not
depositing tax within time and the amount of any penalty, fee or charge payable n
that State on account of a tax offence shall not be consider.d at the time of
determining the maximum amount of tax that may be levied in th Contracting Stat¢
of which the company paying the dividends is a resident.

4. The provision. of paragraphs 1 and 2 shall not apply if the bem iicial owncer of the
dividends, being a resident of a Contracting Statc, Carrics on b siness 0 the other
Contracting State of which the company paying the dividends is « resident, through a

permanent cstublishment situated therein, ot performs i that oth « State independent
personal services from a fixed base situated therein, and the h \iding in respect of
which the dividends are paid is cffectively connected Wi 1 such permancnt
establishment or fixed base. In such cases the provisions of Artic.c 7 or Article 15, as
the case may be, shall apply-

Where a conipany which is a resident of a Contracting Statc deri ‘cs profits or income
from the other Contracting State, that other State may not in'ose any tax onl the
dividends peid by the compaty, except insofar as such divi icnds are paid to 2
resident of that other State or insofar as the holding in rcspect ©. which the dividends
arc paid is ffectively connected with a permanent establishrent or a fixed base
situated in tlat other State, nor subject the company's undistribu ed profits t0 @ tax on
undistributed profits, even if the dividends paid or the undistributed profits consist
wholly or partly of profits or income arising in such other Staie.

wh
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PR thle 11

Interest
y Iniurest arising in @ Coniracting Sa' < and paid to a resident of the other Contracting

Stale may be laxed in that other Sirte if such resident is the beneficial owner of the
mterest.

1.2

However, sucih interest may be tased in the Contracting State in which it arises, and
according to the laws of that State, but if the recipient is the beneficial owner of the
interest, the tax so charged shall not exceed 15 per cent of {he gross amount of the
intcrest.

53

Notwithsianaing the provisions o'y aragraph 2,

() inierest arising in Denniark and pord 10 the Pakistan Government oF the State B.nk of

pakistan shall be exemp: from D: 1 sh tax;

(b) interest a1ieing in Pakistan and paid to the Danish Government ot {he Nationa: Bank
of Denmarl: shall be excmpt from Pakistan tax;

(c) interest paid o 2 resident of Denmark on an approved loan (including loan in the

form of deferred payments) made to a Pakistan enterprise shall be exempt from the

pakistan tax payable {hercon unless that resident has a permancnt establishment in
Pakistan and such interest is attributable to that permanent establishment. The term
approved loan" meaus a loan approved by the Government of Pakistan for the
purposes of this clause.

The term “interest” as ased in this Article means income from debt-claims of every
tind. v.hether or not secured by morlgage and whether or not carrying a right 1o
participate in the debtor's profits, and in particular, income from govermnment
securities and income from bonds or debenturcs, including premiums and prizcs
attachirg to such securities, bonds or debentures. Penalty charges for late payment
shall not be regarded as interest for the purpose of this Article.

+

The provisions of paragraphs 1 10 3 shall not apply if the beneficial owner of the
interest, being a tesident of a Contracting State, carries on business in the other
Contracting Statc it which the interest arises, through 2 permaneit establishment
situated therein, or p srforms in that other State independent personal services from a
fixed basc situated tlierein, and the debt-claim in respect of which the interest is paid

is elfectively connected with:

W

(a) such pormaneit estaplishment or fixed base, or with

(b) business activitics referred to under (c) of paragraph 1 of Article 7.In such cascs the
provisions of Article 7 or Article 15, as the case may be, shall apply.
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Interest shall be deemed to arise in a Contracting State when ine payer is that State
itscif, a political sub-division, a Jocal authority or a rusident of that State. 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 estublishnicnt or a fixed base in
connection with which the indebtedness on which the interest is paid was incurred.
and such interest is borne by such permanent establishment oi fixed base, then such
interest shall be decmed to arise in the Stale in which the permanent establishment or
fixed basc is situated.

Where, by reason of a special relationship between the payer atid 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 {his 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 cach Contracting State, duc regard being had to e other provisions of
this Convention.

Article 12

Royvalties

1.

1o

1,2

Rovyalties arising in a Contracting Statc and paid to a resident ¢ the other Contracting
State may be taxed in that other State.

However, such royalties may also be taxed in the Contractinyg State in which they
arise and according to the laws of that State, but if the recipient is the beneficial
owner of the royalties the tax so charged shall not exceed 12 per cent of the gross
amount of the royalties.

The term "rovalties” as used in this Article means payicnts s any Kind received as o
consideration for the use of, or the right to usc, any copyrighi of literary, artistic or
scientific work including cinematograph films and films or tapes for radio or
relevision broadcasting, any patent, tradc mark, design or meuel plan, secret formula
or process, or for the use of, or the right to use, industrial, cc mmercial, or scientific
equipment, or for information concerning industral, col imercial or scientific
experience.

The provisions of paragraphs 1 and 2 shall not apply if the sencficial owner of the
rovalties, being a resident of a Contracting State, cairies O business in the other
Contracting State in which the royaltics arise, through a p.rmanent establishment
situated thercin, or performs in that other State independent, j ersonal services {rom a
fixed base situated therein, and the right or property in respect of which the royalties
are paid is effectively connected with:

(a) such permanent establishiment or fixed base, or
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(b) business activities referred to under (c) of paragraph 1 of Article 7. In such cascs the
provisions of Article 7 or Arlicle 15, as the case may be, shall apply.

Royaltics shall be dec med to arise in a Contracting State when the paye: is that Stale
itsalf, a political sub-division, a local authority or a resident of that State. Wicre,
Jowever. the person »aying the royalties, w i

wh

hether he is a resident of & C ontricting
State or not, has in @ Contracting State a permancit estuolishment or a fixed li.sc in
connection with which the liability to pay the royaliics was incurred, anc such
royalties are borne by such permanent ostablishment or fixed base, then such roaltics
shall be deemed to arise in the Staie in which the pernunent cstablishment oz fixed

base is situaizd.

6. Where, by reason of a speci. | relationship between the payer and the beneficial nwaer
or between both of them ai d some other person, the an.ount of the roxaltics, L.aving
regard to tlic use, rizht or nformation for which they zre paid, excecds the a nount
which wouid have Leen agreed upon by the payer anc the beneficial owner n the
absence of such relationshiy, the provisions of this Articie shall apply only to thie last-
mentioned amount. In sucl, case, the excess part of the payments shall remain xeble
according to the laws of ¢.ch Cointracting State, due regard being hud (0 the other

provisions of this Convention.
Article 13

Fees for Techiical Services
1. Fees for technical scrvices arising in a Contracting State and paid to in enter;rise of

the other Contracting Statc may be {axed in that other Stale.

However, such fees for technical scrvices may also be taxed in the Contracting State
in which they arise and azsording o the laws of that State, but if the recipient is the
beneficial owner thereof, the tax 50 charged shall not exceed 12 per cont of the gross

amount of the fees.

sJ

The term "lees for technical services” as used in this Article means any consideration
(including any lwap sum considcration) for the provision of or rendering of any
managerial, techmical of consuliancy scrvices (including the provision by the
enterprise of the services of technical or other personnel) but does not include
consideration for @y construction, assembly or like project referred to in pavagraph 3
of Article 5 undcitaken vy the recipient or consideration which would bt income

falling under Articie 15 of the Conventior.

(VS

4. The provisions o} paragraphs 1 and 2 shall not apply if the beneficial owar of the
fees for technical services, being a resident of a Contracting State, carries on business
in the other Contracting State in which the fecs for technical services arise, tiwough a
permainent establishment situated therein, or prerforms in that other State independent
personal scrvices from a fixed base situated therein, and the contract in respect of
which the ces for technical services are paid is cffectively connected with



ta) such permancnt establishment or fixed base; or

(b} business activities referred to under () of paragraph 1 of Article 7.

In such cases the provisions of Artticle 7 or Article 15, as the case may be, shall apply.

n

6.

Fees for technical services shall be deemed to arise in a Contracting Statc when the
payer is (hat Statc itsclf, a political sub-division, a local authority or a resident of that
State. Where, however, the person paying the fees for technical services, whcther he
is a resident of a Contracting State or not, has in a Contracting State a permanent
establisliment or a fixed base in connection with which the obligation to make the
payments was incurred, ai J the payments arc borne by such permanent establishment
or fixed base, then such .ees for technical services shall be deemed to arise in the
State i which the permarn ‘nt establishment or fixed base is sitvated.

Where, by rcason of a spuial relationship between the payer and the benelicial owner
or between both of them und some other persou, the amount of the fees for technical
services exceeds (he amount which would have been paid in the absence of such
relationship, the provisicns of this Article shall apply only to the last-mentioned
amount. In such case, the cxcess part of the payments shall remain taxable according
10 the laws of each Contracting State, due regard being had to the other provisions of
this Convention.

Article 14

Capital Gains

1.

19

(O3

.4:.

Gains derived by a resicent of a Contracting State from the alicnation of immovable
property referred to in # “ticle 6 and situated in the other Contracting State may be
taxced in that other State.

Gains from the alienation of movable properly forming part of the business property
of a permanent establishment which an enterprise of a Contracting Statc 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 scrvices, 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.

Gains from the alienation of ships or zircrafl operated in international traffic or
movable property 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.

Gains from the alienation of shares of the capital stock of a company the property of
which consists directly or indirectly principally of immovable property situated in a
Contracting State may be taxed in that State.
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s Gains from the alienation of sharcs. other than thosec mentioned in paragraph 4,
-h is a resident of a

representing @ participation of 30 per cent in a company whic
Contracting State may be taxed in that State.

se refern<d to in the preceding

6 Gains from the alienation of any property other than tho
"ich the alienator is @

paragraphs shall be taxable only in the Coniracting Statc of w

resident.

Article 15

independent Personal Services

{_ Income derived by 2 resident of a Contracting State in respeet of profcssional services

or olher activities of an indcpendent character shall be taxable only in that State
except in the following circumstances, when such income may also be taxed in the

other Contracting State:

(ay if hchas a fixed base regularly available to him in the other Cuntracting State for the
h of the income as 1s

purpose of performing his activities; in that case, only so mue
attributable to that fixed base may be taxed in that other Contracting State; ot

(b) if his stay in the other Contracting State is for a period or periods amounting to or
cxceeding in the aggregate 183 days in the fiscal ycar concerned; in that case, only so
much of the income as is derived from his activitics performed in thut other State may

be taxed in that other State; or

(c) if the remuneralion for his activities in the other Contracting State is paid by @
borne by a permanent cstablishment or a fixed

resident of that Contracling State or is
base situated in that Contracting State and exceeds in the fiscal year Rs. 75,000

(seventy-five (housand) or its equivalent in Danish currency.

2. The term "professional services" includes especially independent scientific, literaty,
artistic, educational or teaching activitics as well as the independent activities of
physicians, lawyers, cngineers, architects, dentists and accountants.

Article 16

Dependent Personal Scrvices

1. Subject to the provisions 0
remuneration derived by a resident of a Contracting Staic
unless the cmployment is exercised in

employment shall be taxable only in that State
{he other Contracting State. If the employment is 50 exerciced, such remuneration as

is derived thercfrom may be taxed in that other State.

f Articles 17, 19 and 20, salarics, wagcs and other similar
in respect of an
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Notwithstanding the provisions of paragraph 1, remuneration derived by . resident of
a Contracting State in respect of an employment exercised in the other ontracting
State shall be taxable only in the first-mentioned State if

(a) the recipicnt is present in the other State for a period or periods not exc. ding m the

(b)

(c)

\PS]

aggregate 183 days in the fiscal year concerned, and

the remuncration is paid by, or on behalf of, an employer who is not a v :dent of the
other State, and

{he remuneration is not borne by a permanent establishment or a fixed b 2 which the
employer has in the other State.

Notwithstanding the preceding provisions of this Article, remuneratios. derived in
respect of an employment excreisced aboard a ship or aircraft operated in aternational
traffic may be taxed in the Contracting State in which the place of effective
management of the enterprise is situated.

Where a resident of Denmark derives remuncration in respect of ain :mployment
exercised aboard an aircraft operated in international traffic by the . candinavian
Airlines System (SAS) consortium, such remuneration shall be tax.dle only in
Denmark.

Article 17

Directors' Fees

L

[ 2]

Dircctors' fees and other similar payments derived by a resident of a Cor: ~acting State
in his capacity as a member of the boa.d of directors of a company whic, is a resident
of the other Contracting State may be tzxed in that other State.

Salaries, wages and other similar remuneration derived by a resident ol .. Contracting

State in his capacity as an official in a top-level managcrial position < a company
which is a resident of the other Contracting State may be taxed in that ot. cr State.

Article 18

Artistes and Athletes

1.

1J

Notwithstanding the provisions of Articles 15 and 16, income derived b, a resident of
a Contracting State as an entertainer, such as a theatic, motion pic ure, radio or
television artist, or a musician, or as an athlete, from his personal act. itics as such
excrcised in the other Contracting State, may be taxed in that other Statc

Whore income in respect of personal activities exercised by an oni rtainer or an
ath!>tc in his capacity as such accrues not to the entertainer or athletc “.imself but to
anoiher person, that income may, notwithstanding the provisions of Ari :les 7, 15 and
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16, be taxed in the Contracting State in which the activitizs of the entertainer or
athlcie are exercised.

Article 19

Pensions, Social Security Payments, Annuities and Alimony

1. Pensions, annuities and social security payments arising in Contracting State and
paid to a resident of the other Contracting State shall be ta able only in the first(-
mentioned State.

2. Alimony and other similar payments arising in a Contracting State and paid to a
resident of the other Contracting State who s subject to tax thorein in respect thereof
shall be taxable only in that other State.

3. Pensions, annuities and social sccurity payments shall be Jdeemed to arise in a

Contracting State when the payer is that State itself, a political sub-division, a local
autherily or a resident of that State Or a permanent establishment or fixed base
sttuated therein.

Article 20

Government Serviee

I.

) Remuneration other than a pension, paid by a Contracting Stue or a political sub-
division or a local authorily thereof (o an individual in respect ol services rendered 1o
that State or sub-division or authori ty, shall be taxablc only in that State,

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

(i) is a national of that State; or
(i1) did not become a resident of that State solely for the purposc of rendering the
services.
2. The provisions of Articles 16 and 17 shall apply to remuneration in respect of
scrvices rendercd in connection with a business carried on by a Contracting Statc or a
political sub-division or a local authority thereof,

Article 21

Students
An individual from one of the territories who is temporarily present in the other terri tory
solely

(2) as a student at a university, college or school in sucl other territory;

(b) as a business apprentice, or
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(c) as a recipient of a grant, allowance or award for the primary purpose of study or
rescarch from a religious, charitable, scientific or ecucational organization

<hall not be taxed in the other ferritory in respect of ruimittances from abroad for the
purpose of his maintenance, education or training, in respcct of a scholarship (including a
crant, allowance or award) and in respect of any amou representing remuncration for
services rendered in that othor Lerritory, provided such sc. /ices are in conncction with his
studies or training or are necussary for the purpose of his , yaintenance.

Article 22

Jffshore Activities
[. The Provisions of this Article have eficet notwithstanding any other provision of this

Convention.

A person who is a resident of a Contracting State anu carries on activities offshore in
(he other Contracting State in connection with the e: ploration or exploitation of the
sea-bed and sub-soil and their natural resources siraated in that other State shall,
4 of this Article, be decn ed in relation to those activities
a permanent establishment or

[ 384

subject to paragraphs 3 and
to be carrying on business in that other State throu: 1
fixed base situated therein.

The provision of paragraph 2 shall not apply where ihe activities are carried on for 2
period not exceeding 30 days in the aggregate in any 12-month period. However, for
the purposes of this paragraph:

(95 )

(a) activities carried on by an enterprise associated with another enterprise shall be
regarded as carried on by the enterprise with whi b it is associated if the activities
in question are substantially the same as thosc carried on by the last mentioned
enterprise;

(b) two enterprises shall be deemed to be associale:i if one is controlled directly or
indircctly by the other, or both are controlled directly or indirectly by a third

person or Persons.

4. Profits derived by a residcat of a Conlracting State { om the transportation of supplics
or personnel to a location, or betwecn locations, v...cre activities in connection with
the exploration or exploitation of the sea-bed and s:.b-soil and their natural resources
are being carried on in a Contracting State, 6F frcn the operation of tugboals and
other vessels auxiliary to such activities, shall be tu- able only in the Contracting Statc
in which the place of effective management of the erslerprise is situated.

5. (a) Subject to sub-paragraph (b) of this paragrzph, salaries, wages and similar
remuneration derived by a resident of a Contracting Statc in respect of an
employment connected with the exploration or expioitation of the sea-bed and sub-
soil and their natural resources situated in the other Contracting State may. to the
extent that the duties are performed offshore in that other State, be taxed in that other

P
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Stete previded that the employment offshore is carried on for a period excecding 30

4
days in the aggregate in any 12-month period.

(b) Salarics, wages and similar remuneration derived by a residen{ of a Contracting State
in respect of an eniployment exercised aboard a ship or aircrafi engaged in the
transportatio.n of supplies or personnel to a location, or between locations, where
activities connected with the exploration or exploitation of the sca-bed and sub-soil and
their natural resources are being carried on in a Contracting State or in respect of an
cmployment excreised aboard tugboats or other vessels operated auxiliary to such
activities, shall be taxable only in the Contracting State in whicl; the place of cffective
management of the enterprise is situated,

Article 23

Cther Incopie
I. items of ircome of a resident of a Contracting State, wherever arising, not dealt with
in the forcgoing Ariicles of this Convention, shall be taxable only in that State,

1o

The provisions of paragraph 1 shall not apply to income, other than income from
immovabic property as defined in paragraph 2 of Article 6, if the recipient of such
income, heing a resident of a Contracting State, carries on busincss in the other
Contracting State through a permanent establishment sitated therein, or performs in
that cther siate independent personal services from a fixed basc situaled 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 case the provisions of
Atticle 7 or Article 15, as the case may be, shall apply.

[ V5]

Notwithstan ‘ing the provisions ol paragraphs 1 and 2, items of income of a resident
of 2 Contracting State not dealt with in the foregoing Articles of this Conveniion and
IWISING in tic slhey Contracting State may also be taxed in that otlier State,

Article 24

Meiitods for Elisuinati »q of Double Taxation

Double tazation shall ;.- avoided as follows:

I, In Pakistan: Subject w0 the provisions of the laws of Pakistan regarding the allowance
a5 a credit against Pikistan tax, the amount of Danish tax payablc, under the laws of
Benmark and in accordance with the provisions of this Convention, whether directly
or by deduction, by i resideil of Pakistan, in respect of income from sources within
Denmark which has been subjected to tax both in Pakistan and Denmark, shall be
allowed as a z,2djt a;ainst the Pakistan tax payable in respect of such income but in
a5 amount noi excec.ing that proportion of Pakistan tax which such income bears to
the entire income chargeabls to Pakistan tax.

i,
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2. In Denmark:

(2) Subject to the provisions of sub-paragraph (c), where a resident of Denmark derives
income which, in accordance with the provisions of this Convention, may be taxed in
Pakistan, Denmark shall allow as a deduction from the tax on the income of that
resident an amount equal (o the tax paid in Pakist an;

~——

} Such deduction shall not, however, cxceed the part of the income tax as computed
before the deduction is given which is attributablc to the income which may be taxed
in Peldistan;

(c} Where a resident of Demmark derives income which, in accordance with the
provisions of this Convention, shall be taxable only in Pakistan Denniark may include
this income in the tax base, but shall allow as a deduction from the income tax that
part of the income tax which is attributable to the income derived from Pakistan.

3.

(a} For the purposes of paragraph 2, tax payable in Pakistan by a resident of Denmark
with respect to income covered by Articles 10 and 11, the term "tax in Pakistan" shall
be decmed to include any amount which would have been payable as Pakistan tax
under the laws of Pakistan and in accordance with this Convention for any year but
for an exemption from, or reduction of, tax granted for that year under the provisions
of clauses (75) to (82) of Part I of the Second Schedule of the Income Tax Ordinance.
1979. Similarly, for the purposes of the deduction referred to in (a) of paragraph 2
above with respect to income covered by Articles 12 and 13, the term "tax paid n
Pakistan" shall be deemed to include any amount which would have been payablc as
Pakistan tax under the laws of Pakistan and in accordar~e with this Convention for
any year but for an exemption from. or reduction of, tax vranted for that year under a
tax incentive scheme.

(b) For the purposes of paragraph 2, "tax paid in Pakistan" by a resident of Denmark with
respect to income covered by Article 7 shall be deemed (o include any amount which
would have been payable as Pakistan tax under the laws of Pakistan and in
accordance with this Convention for any year but for an cxemption from, or reduction
of, iax granted for that year under the provisions of sections 105A and 106 of the
Income Tax Ordinance 1979 or under clauscs (96), (98), (£9), (100), (101), (102) and
{126) of Part I of the Second Schedulc to the said Crdinanc..

This paragraph shall apply 1o any substantially similar provisions which may replace or
be added to the aforesaid provisions of Pakistan law subjcct to the notification and
appioval of the competent authorities of the Contracting States. The provisions of this
parigraph shall apply for the first ten years for which the Convention is clfective, but the
competent authorities of the Contracting States may consult each other 1o determine
wheiher this period shall be cxtended.
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Art: le 22

Non-Discrimination

1.

3.

3.

Nationals of 2 Contracting State shall =t be subjected in the other Contracting State
o any taxation or any requirement -onnecicd therewith, which is other or morc
pburdensome than the taxation and con:.ceted requircments to which nationals of that
other State in the same circumstances «rc or may be subjected. This provision shall,
notwithstanding the provisions of Aviicle 1, alsc apply to persons W ho arc not
residents of one or both of the Contraciing States.

The term "nationals” means:
(a) all individuals posscssing the nati: ality ¢ Ja Cuntracting State;

(b all legal persons, partnerships anc L1ssocitions deriving their status as such from
the laws in force in a Contracting © tute.

Stateless persons who are residents 0.  a Contracting State shall not be subjected in

cither Contracting State to any taxation ur any requirement connected therewith wiich 1
other or more burdensome than {he to-ation and connected requircments to which
nationals of the State conccrned in the sa..:e circumstances are or may be subjected.

L

The taxation on a permanent establisiment which an enterprise of a Contracting State
has in the other Contracting State shall not be less favourably levied in that other
State than the taxation levied on entrprises of that other State carrying on the same
activities. This provision shall not T:c construcd as obliging the Contracting State to
grant to residents of the other Contrecting State any personal allowances, reliefs, and
reductions [or taxation purposcs on account of civil status or family responsibilitics
which it grants to its own residents.

Except where the provisions of paragraph 1 of Article 9, paragraph 7 of Article 11,
paragraph 6 of Article 12, or paragraph 6 of Article 13 apply, interest, royalties, fees
for technical services and other disbursement paid by an enterprise of a Contracting
State to a resident of the other Coniracting 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.

Enterprises of a Conlracting State, the capital of which is wholly or partly owned or
controlled, directly or indirectly, by one or more residents of the other Confracting
State, shall not be subjected in the first-mentioned State to any taxation or any
requircment connected therewith which is other or more burdensome than the
{axation and connected requirements to which other similar enterprises of the first-
mentioned State are or may be subjected.

The provisions of this Article shall, notwithstanding the provisions of Article 2, apply
to taxcs of every kind and description.
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hiutual Agreement Procedure
1.

I

£

Article 26

Where a person considers that the actions of onc or both of the Contracting Siates
result or will result for him in taxation not i accordance with the provisions of this
Convention, he may, irrespective of the remedies provided by the domestic law of
(hose Statcs, present his casc to the competent authority of the Contracting Stite of
which he is a resident or, il his case comes under paragraph 1 of Article 25, to that of
the Contracting State of which he is a national. The casc must be presented within
three years from the first notification of the action resulting in taxation not in
accordance with the provisions of the Convention.

1e objection appears to it to be justified
factory solution, to resolve the case by
of the other Contracting State, 'vith a
dance with the Convention.

The competent authority shall endeavour, il
and if it is not itsclf able to arrive at a salis
mutual agreement with the competent authority
view to the avoidance of taxation which is not in accor

The competent authorities of the Contracting States shall endeavour (o resolve by
icultics or doubts arising as to the interpretation or

mutual agreement any diffi
application of the Convention. They may also consult together for the climination of

double taxation in cases not provided for in the Convention.

The competent authorities of the Contracting States may communicate with each
other directly for the purpose of reaching an agreement in the sensc of the preceding
paragraphs. When it seems advisable in order to reach agreement 1o have an oral
exchange of opinions, such exchange may take place through a commission
consisting of representatives of the competent authorities of the Contracting States.

Article 27

Exchange of Information
I, 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 conceming taxes covered by the Convention, insofar as
the taxation thercunder is not contrary to the Convention, in particular for the
prevention of fraud or evasion of such taxes. 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 information obtained under the domestic laws
of that State. However, if the information is originally regarded as sccret in the
transmitting State it shall be disclosed only to persons or authorities (including courts
and administrative bodies) involved in the assessment OF collection of, the
enforcement or prosecution in respect of, or the determination of appeals in relation
to, the taxes which are the subject of the Convention. Such persons or authorities shall
use the information only for such purposes but may disclosc the information in public
court proceedings or in judicial decisions. The competent authorities shall, through
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consultation, develop :ppropriaic conditions, methods and techniques concerning the
matters in respect of which sucii exchanges of information shall be made including,
where appropriate, cxchianges of information regarding tax avoidance.

12

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

(a) to carry oul administrative ineasures al variance with the laws and administrative
practice of that or ol the oth.r Contracting State;

(b) to supply informstion whic is not obtainable under the laws or in the normal
course of the adm:nistration of that or of the other Contracting State;

(<) to supply information whch would disclose any trade, business. industrial,
commercial or professionai secret or rade process, or information, the disclosure
of which would be contrary o public policy (ordre public).

Article 28

Dipiomnatic Agents and Consular Dfficers

Nothing in this Convention shall affect the fiscal privileges of diplomatic agents or
consular officers under the gencra' rules of wicrnational law or under the provisions of
special agreements.

Article 29

Terri.orial Extension

1. This Convention may be cxianded, either in its entirety or with any necessary
modifications, to any part o: the teiritory of the Contracting States which is
specifically excluded from the application of the Convention or to any State or
territory for whose intermationil relations Denmark or Pakistan is responsible, which
imposes taxes substantially similar in character to those to which the Convention
applies. Any such extension shall take cffect from such date and subject to such
modifications and conditions, including conditions as to termination, as may be
specified and agreed between tie Contracting States in notes to be exchanged through
diplomatic channels or in any other manner in accordance with their constitutional
procedures.

|58

Unless otherwise agrced by both Contracting States, the (crmination of the
Convention by one of them under Article 31 shall also terminate, in the manner
provided for in that Article, the application of the Convention to any part of the
territory of the Contracting States or to any State or territory to which it has been
extended under this Article.
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Article 30

Entry into Ferce

1.

2 The Convention between the Gov

This Convention shall enter into force on the latter of the dates on which the
respective Governments have notified each other in writing that the formalities
constitutionaily required in their respective States have been complied with, and its

provisions shall have effect:

(a) in respect of taxes withheld at the source on amounts paid or remitted to non-
residents on or aficr the first day of January in the calendar year next following
that in which the Convention enters into {orce; and

(b) in respeci of other taxes for the asscssment year beginning on or after the first day
of January in the calendar year next following that in which the Convention enters

into force and subsequent years.

emment of Pakistan and the Government of
Denmark sizned on #th September 1961 for the avoidance of double taxation and
prevention of fiscal evasion with respect of taxes on income shall terminate upon the
entry into force of this Convention and cease to have effect as respects taxes on
income to which the present Convention appiies in accordance with the provision of
paragraph 1 of this Article.

Article 31

Termination
This Convention shall remain in force indefinitely, but either of the Contracting States

may, on or before 30th June in any calendar year beginning afier the expiration of a
period of five vears from the date of its entry into force, give to the other Contracting
State, through the diplomatic channels, written notice of termination.

{
&

In such event the Convention shall cease to have affect,
(a) in respect of taxes withheld at the sourcc, on amounts paid or remitted to non-
residents, on or after the first day of January next following the notice of termination;

and
(b) in respect of other taxes on income deriveu during the year relevant to the ycar of
assessment, beginning on or after the first day of January next following the notice of

tcrmination.

In witness whercof the undersigned, being duly authorized thereto, have signed the
present Convention.

Donc at Coperhagen this 22nd day of October - 987 in duplicate in the English language.
FOR THE GOVERNMENT OF THE ISLAMIC REPUBLIC OF PAKISTAN:

(Signature)
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FOR THE GOV ERNMENT OF THE KINGDOM OF DENMAR:
(Signature)

PROTOCCOL

At the signing of the Convention concluded today between ithe Government ol the
1ingdom of Denmark and the Govermnuient of the Islamic Republic of Paiistan for the
avoidance of double taxation and the preventivn of fiscal evasion with respect to taxcs on
income, the undersigned have agreed upon the following additional provisions which
shall form an imiegral part of the said Convention.

1t 1s understooa:
(2) That the onshore activities of drilling rigs shall constitute a permanent establishment
in terms of Article 5 if the activities arc carried on for a period of six months in any

twelve-nmonih period.

(i That with reference to (e) of paragraph 4 of Article 5, a fixcd place of business may
be Geemed nol to constitute a permanent establishment if it contributes to the
productivity of the enterprisc but the services it performs are so remote from the
actual reali-ation of profits that it is diffizult to allocate any profits to the said fixed
place of business. Such services may include a place of busin:ss:

--solely for the purposc of publicity or advertising for the cnterprisc;
--solely for the purpose of scicntific rescarch.

[n any case the (ixed place of business shall constitute a permanent cstablishment if the
activity performed at the said fixed place of business in itsclf forms an essential and
siznificant part of the activity of the enlcrprise as a wholc.

() That with refcrence to paragraph 3 of Article 8, the con:petent authorities of the
Contracting States may consult each other for determining whether this period shall
be extended and at what rate.

(d) That with rcference to (c) of paragraph 3 of Article 11, interest received by an
institution financed principally by the Government of the National Bank of Dcnmark
is in any case exempt from tax in Pakistan if no 1ax is loviable on the interest in
Denmark.

(c) That with reference to paragraph 4 of Article 14, the word "principally” used in the
paragraph denotes that at least 50 per cent of the property of the company consists of
immovabic property.

(7} That paragraph 2 of Article 17 shali have meanit: sicied in she United Nations Model
Double Taxation Convention between Developed wnd Developing Countrics. The
term "top-icvel managerial position” refers to a limiicd group of positicns that involve
primary responsibility for the general direction of the affairs of the company, apart
from the activities of the directors. The term would cover a person acting as beth a
dircctor and a top-level manager.



(g) That the term "annuity" in Article 19 mcans a stated sum payable periodically at

stated times during life or during a specified or ascertainable period of time, under an

obligation to make the payments in retum for adequatc and full consideration 11
money or money's worth.

(I} That with reference 1o Article 25, wherc a Contracting State applies different tax ratcs

for resident and non-resident persons of applics different rules for the computition of
income of resident and non-resident persons or imposes an obligation regarding the
with-holding of tax from payments to non-resident persons, it would not be construed
as discrimination in the context of the Article.

(i) Thatailin formation conceming individuals or legal persons supplied under Article 27
s seeret under the law of the Contracting Statcs and shall be treated as such.

In witness whercof the undersigned, being duly authorized thereto, have signed this
Protocol.

Done at Copenhagen this 22nd day oi October 1987 in duplicate in the English language.
FOR THE GOVERNMENT OF THE ISLAMIC REPUBLIC OF PAKISTAN:
(Signature)

FOR THE GOVERNMENT OF THE KINGDOM OF DENMARK:

{Signature)
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(TO BE PUBLISHED IN 11L GAZETTE OF PAKIST, - - EXTRAORDINARY PPART.D)

GOVERNMENT OF P..KISTAN
REVENUE DIVISION
CENTEAL BOARD Oi REVENUE

Islamabad, the 21%" Dccember, 2002,

NOTIFICA T TION
(Income Tax;

S.R.0.935(1)/2002.- WLHEREAS the Government of the I[slamic Republic of
Pakistan and the Kingdom of Dcnmark have exccuted a Protocol-2 for Avoidance of

Double Taxation and the Prevertion of Fiscal Evision with respect to Taxes on Income

on the 2™ May, 2002;

NOW, THEREFORE, in cxercise of the powers conferred by section 107 of the
Imcome Tax Ordinance, 2001 [XLIX of 2011], the Federal Government is pleased to
direct that the provisions of the aforesaid Protocol-, as set out in the Anncxure to this

netification, shall come into force on the dutes specified in the said Protocol-2.
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The Gove
Denmark, desirit
die Islamic Repu
Taxation and t
Copenhagen o8 the 2

Have agreed as o

«pROTO CGL-2
TO THE CONVENTlON BETWEEN
THE ISLAMIC REPUBLIC OF PAKISTAN
AND THE KINGDOM OF DENMARK
FOR THE AVOIDANCE OF DOUBLE TAXATIO‘N
AND THE PREVE’NTYON OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME.

1 Kingdom of
cntion between
1ce of Double
igned at

the Government of U
2)to amend the Conv
dom of Denmark for the Avoidat
ith respect 10 Taxes on Income, 3
fier referred 10 s “the Convention™);

mmeni of the islamic Republic of Pakistan and
g 1o conclude a further Protocol (Protocol-
blic of Pakistan and the King
fic Prevention of Fiscal Eyasion W

» 22" day of October 1987 (heremna

llows:
Article 1
by of paragraph 3 of article 2 of the Convention shall be deleted and replaced by

Subpamgraph (!
the following:

1) In the case of Denmark:
alten til staten):

to the State (indkomstsk
dkomstskat);
nale indkomstskatk:

(1) the incomic tax
nicipalitics (den kommunate in

) the income tax to the mu
(i)  the income tax to the county municipalitics (den amtskommu
(iv)  taxes imposed under the Hydrocarbon Tax Act (skatter i henhold til

kulbrinteskatteloven);
Article 2

¢ deleted and replaced by the following:

Article § of the Convention shall b

«article 8

profits from International Traffic

be taxable only in the

{ of {he enterprise is situated.

of aircraft in intcmalional traffic shall

he operation
¢ of effective managemen

1. Profits from t
hich the plac

Contracting State inw
wedish air {ransport
agraph 1 shall apply

that consortium

s derived by the Danish, Norwegian and S
Airlines System (SAS), the provisions of par
corresponds 0 ihe participation held in

r of Scandinavian Airlines Systent.

With tespect 0 profit
candinavian
rtion of the profits as
lie Danish partne

)
consortium the S
only to such propo

by SAS Danmark A/S, t
ntracting

be taxed 1n the Co
n profits

ernational traffic may
d. However, suc

ships in int
he entciprise js situate

3. profits form the operation of
State in which the cffective management of t
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xd from sources within the other Contracting State may also be taxed in that other State in

a-dance its domestic law, provided that the tax so chargzd in that other State shall be reduced
50 per cent.

i The provigions of paragraph 1 10 3 shall also apply 10 profits from the participation ina

peol. a joint busincss or an international operating agency-

Article 3

Paragraph 3 of Article 24 of the Convention shall be deleted and replaced by the following:

I

() Where exemption from or reduction of Pakistani tax payable accordance with
the provisions of Article 7 in respcct of profits derived by a Danish enterprise from a
permancit cstablishment situated in Pakistan has been granted under Pakistani law, then,
for the purpose of paragraph 2, deduction from Danish tax for Pakistani tax shall be
allowed as if no such exemption of reduction had been granted, provided the perm anent
establishiment 18 engaged in business activities (other than business activities in the
financial sector) and that no more than 25 per cent of such profits consist of intercst and
gains from the alienation of shares and bonds or consist of profits derived from third

state.

(by  “Where dividends are paid by a company which is a resident of Pakistan to &
person (being a company) which is a resident of Denmark, and which owns directly of

indirectiy not less than 25 per cent of the share capital of the first mentioned company;

{hen such dividends shall be exempt from fax in Denmark, providud that the company
paying the dividends is engaged in business activities (other than business activities in the
financial sector) and that no more than 25 per cent of the company’s profits consist of
interest and gains from the alienation of shares and bonds or consist of profits derived

from third state.

(c) For ithc purposcs of paragraph 2, in the casc of royaltics puid as a consideration
for the use of, or the right to usc, any patent, trade mark, design or modcl, plan, sceret
formula or process, Of for information concerning industrial or scientific expericnce.
pPakisiani tax shall be deemed to be paid at {he rate provided for in paragraph 2 of Article
12, where the assets for which royalties are paid have been used in an activity (other than
business activity in the financial sector) which has been carricd oul in Pakistan. However,
“Pakistani tax shall in we case be deemed to be paid at 2 rate cxceeding the tax rate
applicable to royallies=ﬂndcr Pakistani law. This provisions hall -not apply where
rayaltics are paid between associated enterprises within the meaning of Article 9 _0f
where royaltics are paidin respect of asscls which have been sold and leased back by the
persoin paying the royaltres.
(@) Tor the purposcs—of paragraph 7. tax payablein Pakistan by a resident of Denmark
with respect to income_covered by Article 13, the term “ax paid in Pukistan™ shall be
deemed 10 include any amount which would have been pa)-'ablc_ s Pakisian tax under the
laws of Pakistan or in accordance with this Convention for any year but for excniption



from, or reduction of, tax granted for that year under a tax incentive scheme. Howey er,
Pakistani tax shajj In no case be deemed to pe paid at a rate exceeding the tax rute
applicable (0 fees for technical services under Pakistan Jaw.

Article 4

. This Protocol] shaj enter into force on the latter of the dates on which the respective
sevemment have nofifieg each other in writing that the formalitics constitutionally required in
their respective staies huve beep complied with, and s provisions shall have effect:

(a) m respect of taxes withheld at the source on amounts paid or remitted to non-
residents on o after the first day of January in (he calendar year next following
that in whjeh the Protocol enters into force; and

(b) i respect o other taxes for the assessment yeur beginning on or ujier the first day
of January in the calendar year eyt following that jn which the Protoco] enters
into force a. subsequent years,

2 This Protoco] shaj remain in force ag long as the Convention remains in force,
IN' WITNESS \VI-IEREOP, the undersigned, duly authorized thereto, by their respective

Go*:e’mncnts, have signed (hig Protocol,

Done in duplicate at Islamaby: d this 2 day of May 2002 in the English language.

Sd/ Sd/
For the Government of te For the Government of the
Kingdom of Denmark Islamic Republic of Pakistan
Mr. Sven B, Bjerregaard Mr. Riaz Ahniad Malik
Charge’ d° Affaires e.p. Secretary Revenue Division/

Chairman, Central Board of Revenue”

- \'\‘— " - -
C.N0.2(19)Int T axes/74 (Den-DTA)]

Sd/
(Vakil Ahmad Khan)
Additional Secretary/Member (Direct Taxes)



