CONVENTION

BETWEEN

| -_.’I‘HE STATE OF ISRAEL AND THE KINGDOM OF SPAIN
FOR THE AVOIDAN(,E OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASK)N

- WITHRESPECT TO TAXES ON INCOME AND ON CAPITAL
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772, There shall be regarded as taxes on income and on capiial all fxs
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1pe State of Israel and the Kingdom of Spaln desiring o concluds 2
Convention for the Avoidance of Doubie Tazation and the Pravention
of Fiscal Evasion with respect to Tazes on Income and on Capiml
nave agreed as follows:

Article 1

PERSONAL SCOPE

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

CAticle2
Sk TAXES COVERED
1 This Conventon shall apply to texss on imcome and on cepral
. et 1= -~ /- . ,, .;:_._.._;_:__,‘ - e

imposed on total income, on total capital, or on elements of income
or of capital, including taxes on gains from the alienation of movable
or immovable property, taxes on the total amounts of wages or
salaries paid by enterprises, as well as taxes on capital appreciation.

o 3. The existing taxes to which the Convention shall apply are m

a) in Spam: |
i) - the income tax on individuals;
ii) - the corporation fax;. |
i) the mcome tax on non residents;
iv) thecapitaltax;and
v) local taxes on income and on capital; (hereinafter referred
to as "Spanish Tax"),
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1 taxes imposed according to the I?_ ome Tax Ordinszmes
and its adjunct lews (including compeny tax and 2% oo
capital gains);

ii) taxes imposed upon gains from the alienation of rzal
property according to the Land Appreciation Tax Law;

iif) taxes imposed on real property according to the Property
Tax Law; and ‘ | '

iv) the tax imposed according to the Employers Tax Law,
(hereinafier referred to as "Israeli tax").

; 4 This Convention shall also apply to any identical or substantially
similar taxes which are imposed after the date of signature of this
Convention in addition to, or in place of, the existing taxes. The
competent authorities of the Contracting States shall notify each cther

of any significant changes which-have been made in their respechve
taxation laws.

Aiala 2
2R D

CEVERAL DEFINIIIONS

1. Inthis Convezlﬁon, unless the confext otherwise requires:

a) theterm "Spain" means the Spanish State and, when used in &

. geographical semse, it comprises the territory of the Spanish

State including any area outside the territorial sea upon which,

in accordance with international law and on application of its

domestic legislation, the Spamsh State exercises Or may

. exercise in the future jursdiction or sovereign rights with

respect to the seabed, its subsoil and supeljacent waters, and
their natural resources;

b the term "Israel" means the Stale of Israel and, when used in a
' geographical sense, it comprises the territory of the State of
Isrzel including any area outside the territorial sea upon which,
in accordance with international law and on application of its
domestic legislation, the State of Israel exercises or may
exercise in the future jurisdiction or soversign righis with
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the terms "a Contracting State" and "the other Coniracting
State" mean Spain or Israel as the context requires,

the term "person” inchides an individual, a company and any
other body of persons; |

the term "company” means any body corporate or any entity
which is treated as a body corporate for tax purposes;

the terms "enterprise of a Contracting State” and "enterprise of
the other Contracting State” mean respectively an enterprise
carried on by a resident of 2 Contracting State and an enterprise
carried on by a resident of the other Contracting State;

the term "natiopal"

the term "naty means.
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stafs as such from the law in force in a Contracting State;

 the term "international traffic” means any transport by a ship or
. aircraft operated by an enterprise which has its place of

effective management m a Contracting State, except when the
ship or aircraft is operated solely between places in the other

_Contracting State;

the term "competent authority” means

1) _' m the case of Spain, the Minister of Economy and Finance

or his authorized representative;
i) in the case of Israel, fhe Minister of Finance or his
authorized representative. |
4
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raquirss, bave the meaning Wch it has at that time under the law of

that Contracting State relating to the taxes which are the subject cf
sis Convention, any meaning under the applicable tax laws of that

. State preveiling over a meaning given to the term under other laws of

that State.

© Article 4
- RESIDENT
For the purposes of this Convention, the term "resident of a

Contracting State” means any person who, under the laws of that
State, is hable to tax therein by reason of his domicile, residence,

o place of management or any other criterion of a similar nature, and

dso includes that State and any political subdivision or local

authority thersof. Howsver, & person will not be deemed to be 2
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resident of beth Contracting States, fhen his status shall be

% determined in accordance with the following rules:

a)  he shall be deemied 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 both Contracting States, he
shall be deemed to be a resident of the Contracting State with
which his personal and economic relations are closer (centre of

vital interests); | o

b) if the Contracting State in which he has his centre of wvital
interests cannot be determined, or if he has not a permanent
home available to him in either Contracting Stafe, he shall be

“deemed to be a resident of the Contracting State in which he
has an habitual abode;

L&y
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reither of them, ke shall be deemmed to be 2 residc::‘i of the
Coriacting State of which he is a national;
=

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

3 Where by reason of the provisions of paragraph 1 a person other than

. anindividual is a resident of both Contracting States, then 1t shall be

deemed to be a resident of the Contracting State in which its place of
effective management is situated.

Article 5

- PERMANENT ESTABLISHMENT
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a) aplace of management,

b) | a branch;

¢) an office;
d) afactory;
e) a workshop, and

f) 'annne anoﬂorgaswe]l aqualryorany otherplace of
extracﬁon of natural resources. |

3. A building site, CGnsn'uction, installation or assembly project, or
supervisory or consulting activities connected therewith, constitutes a
permanent establishment only if 1t lasts mors than 12 months.

o
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ment” shall be desrned nct to incluce:

"Pew"mc;t esteolish

g theuseos £ facilities solely for the purpose of storage, display or
delivery of goods or merchandise belonging to the enterp Lme

B b) the maintenance of a stock of goods or merchandise belonbﬂc
| to the enterprise solely for the purpose of storage, display or

deln_’el'_y ;

c) the n:;aintenance of a stock of goods or merchandise belonging
© 0 tothe enterprise solely for the purpose of processing by another
enterpnsa '

\ ' the maintenance of a ﬁxed place of business solely for the
_purpose of purchasing goods or merchandise or of collecting
mformauon, for the entexpnse

yeineas OISR Tor En

B "'.me maintenance of z fxed place of tusiness solsly 1 ez
'-'_'.;_combmauon of activities mentioned in sub-paragraphs a) 1o &},
- provided that the overall activity of the fixed place of business
'resulting from this combination is of a preparatory or awxiliary

3 No’tmthstandmg the provisions of paragraphs 1, 2 and 3, where 2
~ person - other than an agent of an independent status to whom
. - paragraph 6 applies - is acting on behalf of an enterprise of the other
- Contracting State and has, and habitually exercises, in a Contracting

- State an authority to conclude contracts in the name of the enterprise,
- that enterprise shall be deemed to have a permanent establishment in
that State in respect of any activities which that person undertakes for
~the enterprise, unless the activities of such person are limited to those
- Tentioned in paragraph 4 which, if exercised through a fixed place of
business, would not make this fixed place of business a permanent
establishment under the provisions of that paragraph.

|
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of an independent status, provided that such persons are acting in tte

ordinary course of their busmess.

The fact that a company which is a resident of a Contracting State

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

Article 6
INCOME FROM IMMOVABLE PROPERTY

Jo e
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Trcome derved by a resident of a Coniacting State o rome-
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umder the Iaw of the Coniracting State in which the property In
questionis situated. The term shall in any case ‘include property

. accessory to immovable property, livestock and equipment used in

agriculture and forestry, rights to which the provisions of general law

respecting landed property apply, usufruct of immovable property

and rights to variable or fixed payments as consideration for the
working of, or the right to work, mineral deposits, sources and other
natural resources; ships, boats and aircraft shall not be regarded as
immovable propety. | |

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

 The provisions of par_agrapbs 1 and 3 shall also apply to the income

from immovable property of an enterprise and to income from
immovable property used for the performance of independent
personal services.
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Article 7

BUSINESS PROFITS

"The profits of an enterprise of a Contracting State shall be taxable

only in that State unless the enterprise carries on business in the otiier
Contracting State through a permanent establishment situated therem.
If the enterprise carries on business as aforesaid, the profits of the
enterprise may be taxed in the other State but only so much of them
as is atiributable to that permanent establishment.

Subject to the provisions of paragraph 3, where an enterprise of a

~ Contracting State carries on business in the other Contracting State
*tirough’ a permanent establishment situated therein, there shall in

each Contracting State be attributed to that permanent establishment
the profits which it might be expected to -make if it were a distinct

~and separate enterprise engaged in the same Or similar activities

under the same or similar condifons apd deeling whely
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sming the profits of 2 pemmanent esabisIment, ioeTs 5oE
be allowed as deductions expenses which are incurred for the
purposes of the permanent establishment, including executive anc

oeneral administrative expenses so incured, whether in the State 1
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 which the permanent establishment is situated or elsewhere.

Tasofar as it has been customary in a Contracting State to determine

the profits to be attributed to a permanent establishment on the basis

 of an apportionment of the total profits of the enterprise to its various

parts, nothing in paragraph 2 shall preciude that Contracting State
from determining the profits to be taxed by such an apportionment as
may be customary; the method of apportionment adopted shall,

‘however, be such that the result shall be in accordance with the
principles contained in this Article. - o

No proﬁts shall be atiributed to a permanent establishment by reason
of the mere purchase by that permanent establishment of goods or
merchandise for the enterprise.
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same method year by year unless thers is good and suficient reascn

to the contrary.

‘Where profits include items of income which are dealt with
 separately in other Articles of this Convention, then the provisions of
“those Articles shall not be affected by the provisions of this Article.

Article 8

SHIPPING TRANSPORT AND AIR TRANSPORT

. Profits from the operation of ships or aircraft in international traffic

shall be taxable only in the Contracting State in which the place of
effective management of the enterprise is situated. :

the placs of efective
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The pfovisions of paragI‘aph 1 shall also apply to profits from the
participation i a pool, a joint business or an international operating

Article 9
ASSOCIATED ENTERPRISES

Where

o aj an entérpﬁsé of a Confracting State .participates directly or

indirectly in the management, control or capital of an enterprise
of the other Contracting State, or

16
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and in either case conditions are made’ or imposed between the two
enterprises in their commercial or financial relations which differ fom
those which would be made between independent enterprises, then any
profits which would, but for those conditions, have accrued to one of the

' emterprises, but, by reason of those conditions, have not so accrued, may
te included in the profits of that enterprise and taxed accordingly.

" 5 Where a Contracting State includes in the profits of an enterprise of
" that State -and taxes accordingly- profits on which an enterprise of
the other State has been charged to tax in that other Contracting State
and that other State agrees that the profits so inctuded are profits -
which would have accrued to the enterprise of the first-mentioned
State if the conditions made between the two enterprises had been
those “which would have been made between independent

enterrrises, fhen fhat ofter Stats shall maks en aDproTIiss
L

oA R i
iy o

i = e e i gpome mm et oD s tomr mRpmoos fosezen o Tamom T
L . . L (SO A =T W S S LI N e
- = Soln= T

Ja— i Qi gmell 3F JNG FIRIg, S A
ontrecting States shall I NECEssary COMSUIT el UL

| _Article 10

'DWEENBS |

| L. Dividends paid by a comﬁany which is a resident of a Contracting
o State to a resident of the other Contracting State may be taxed in that
other State. '

"* 22, However, such dividends may also be taxed in the Contracting State
© " of which the company paying the dividends is a resident and
. according to the laws of that State, but if the beneficial owner of the

' dividends is a resident of the other Contracting State, the tax so

charged shall not exceed 10 per cent of the gross amount of the
dividends.

[ P13
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qoreernent settie the mece of application of thess I

This paragraph shall not aFect the taxation of the compary in respect
of the profits out of which the dividends are paid.

. The term "dividends” as used in this Article means mcome from
chares, "jouissance” shares or "jouissance” rights, founders' shares or
other rights, not being debt-claims, participating in profits, as well as
income from other corporate rights which is subjected to the same
taxation treatment as income from shares by the laws of the State of

" which the company making the distribution is a resident.

4 The provisions of paragraphs and 2 shall not apply if the beneficial

. _owner of the dividends, being 2 resident of a Contracting State,
carries on business in the other Contracting State of which the
. ‘company paying the dividends is a resident, through a permanent
... establishment situated therein, of performs in that other State
" 'independent personal services from 2 fixed base situated therein, and
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. ‘Where a company which is a resident of a Contracting State derives

7 profits or income from the other Contracting State, that other State
- may not impose any tax on the dividends paid by the company,
" except insofar as such dividends are paid to 2 resident of that other
State or insofar as the holding in respect of which the dividends are
paid is effectively comnected with a permanent establishment or a
fixed base situated in that other State, nor subject the compamny’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 profits or income arising in such other State.

—
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Article 11

TNTEREST

Interest arising in a Contracting State and paid to a resident of the

other Contracting State shall be taxable in that other State.

However, such interest may also be taxed in the Contracting State in
which it arises and according to the laws of that State, but if the
beneficial owner of the interest is a resident of the other Contracting
State, the tax so charged shall not exceed 10 per cent of the gross

 amount of the interest. The competent authorities of the Contracting
= - States shall by mutual agreement settle the mode of applications of

Nohwithstanding-the provisions of paragraph 2, interest arising n a2

Contracting State and paid to a resident of the other Contracting State

in cormection with the sale on credit of amy indostrial, commercial or
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owner of the interest is a resident of the other Contracting Siate, the
tax so charged shall not exceed 5 per cent of the gross amount of the
terest. _ _ R

Notwithstanding the provisions of paragraphs 2 and 3 interest arising
in a Contracting State shall be exempt from tax in that State if it is
paid in relation to any loan granted or directly guaranteed by the
Government of the other Contracting State, including its political

‘subdivisions and local authorities, the Central Bank of the other
‘Contracting State or any financial instrumentality of that Government

as may be agreed upon by the competent authorities of the
Contracting States. S -

The term "interest” as used in this Article means income from
debt-claims of every kind, whether or not secured by mortgage, and
whether or not carrying a right to participate in the debtor's profits,
and in particular, income from government securities and 1ncome
£r0m bonds or debenturss, including premiwms and prizes attaching

b=
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State in which the ncome anises. Penglty charges for late payment
shall mot be regarded as interest for the purpose of this Asticle.

¢ The provisions of paragraphs 1,2,3 and 4 shall not zpply 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
jnterest arises, through a permanent establishment situated therein, or
performs in that other State independent personal services from a
fixed base situated therein, and the debt-claim in respect of which the
interest is paid 1S effectively comnected with such permanent
.. establishment or fixed base. In such case the provisions of Article 7
- or Article 14, as the case may be, shall apply. - . '

7. Interest shall be deemed to arise in a Contracting State when the .
- payer is that Siate itself, a political subdivision, a local authority or
“resident- of that State. Where, however, the person paying the
iptersst, whether he is a esident of @ Confracting 3izfs oI £O b in
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. arise in the State in which the pe erit establishment or fixed bas
. issituated. | | |

¢ T

Where, by reason of a special relationship between the payer and the
beneficial owner or between both of them and some other person, the
amount of the interest, having regard to the debt-claim for which it is
paid, exceeds the amount which would have been agreed upon by the
payer and the beneficial owner in the absence of such relationship,
the provisions of fhis Article shall apply only to the last-mentioned
amount. In such case, the excess part of the payments shall remain
taxable according to the laws of each Contracting State, due regard
‘being had to the other provisions of this Convention.

14
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ROYALTIES

. Royalties arising in a Contracting State and paid to a resicent of the
- other Confracting State may be taxed in that other Stats,

However, such royalties may be taxed in the Contracting State in
which they arise, and according to the law of that State, but if the
beneficial owner of the royalties is a resident of the other Contracting
State, the tax so charged shall not exceed: -

a) 5 per cent of the gross amount of the royalties for the use of or

~~ the right to use any copyrights of literary: dramatic, musical,
- artistic work or for the use of, or the right to use, mdustrial,
-commercial or scientific equipment. B

b) 7 per cent of the gross amount of all other royalties,

- N . - R Pl Fan - ot —
HES I BN Ea S tie it N - SN s tovwnt= I - e ~mn Bitotas o
Ao Wleemladwiewln Deccuoa il U T2 LITTTED —E LWL e

s BT T T ey § o —T'*- la A PP Py TSI D e e mmi D
188 T TCVAIESS” 25 wsed 1n [nis AIVCIC ThZETS [ PRS- U Cra g

kind received as a consideration for the use of, or the right to use, any
copyright of literary, artistic. or scientific work, including
cinematographic films or other films, video tapes or other tapes, and
other means of image or sound reproduction, 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 - concerning  industrial, commercial or  scientific
experience. | ' o

. The provisions or paragraphs 1 and 2 shall not apply if the beneficial
- owner of the Toyalties, being a resident of a Contracting State, carries
on business in the other Contracting State in which the royalties arise,
through a permanent establishment situated therein, or performs in
that other State professional services from a fixed base situated
therem, and the right or property in respect of which the royalties are
paid is effectively connected with such permanent establishment or
fixed base. In such a case, the provisions of Article 7 or Article 14, as
"the case may be, shall aoply.

-
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Royalties shall be deemed 1o arise in 2 Cortracting State wher

resident of that State, Where, however, the PEISCn paving the
royalties, whether he is a resident of a Contracting State or not, has in

-a Contracting State a permanent establishment or fixed base in

connection with which the obligation to pay the royalties was
incurred, and those royalfes are bome by the permanent
establishment or fixed base, then such royalties shall be deemed to

arise in the Contracting State in which the petmanent establishment
or fixed base is situated. ' '

6. - Where, by reason of a special relationship between the payer and the

beneficial owner or between both of them and some other person, the

- amount of the royalties- paid, having regard to the use, right or

information for which they are paid, exceeds the amount whick
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 amonnt, Tn that czse, the exosss part
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Article 13 |
' CAPITAL GAINS |
Gains derived by a resident of a Contracting State from the alienation
of immovable property referred to in Article 6 and situated in the
other Contracting State may be taxed in that other State,

Gains from the alienation of shares or other participation rights in a

- company, the assets of which consist, directly or indirectly, mainly of

real property situated in one of the Contracting States, may be taxed
in that State: | - ' '

~ Gains derived by a resident of a Coﬁtmcting State from the sale,

exchange or other disposition, directly or indirectly, of shares in g
company which is a resident of the other Contracting Statz, may be
taxed in that other State, but only if the resident of the Frstmertiome i
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dispositicn, sharss giving the right 10 25 per cent or mors of the

. voting power in the company. However, the tax so charged shall not

exceed 23 per cent of the net amount of the gains mentionad i this

. paragraph.

For the purposes of this paragraph, indirect owneréhip shall be
deemed to include, but not be lLimited to, ownership by a related
person. | | ' ‘

4. Gains from the alienation of movable property forming part of the

busiess property of a permanent establishmient which an enterprise
of a Contracting State has in the ‘other Contracting” State or of
movable property pertaining to a fixed base available to a resident of

.-« aContracting State in the other Contracting State for the purpose of
- performing independent personal services, including such gains from
- the alienation of such a permanent establishment (alone or with the

whele enterprise) or of such fixed bass, may be taxed in that ofher

bl
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or aircraft shall be taxeble only in the Contracting Stats in which the

LE place of effective management of the enterprise is situated.

Gains from the alienation of any property other than those referred to

in paragraphs 1, 2,3, 4 and 5 of this Article shall be taxable only in

the Contracting State of which the alienator is a resident.

 Article 14 |
INDEPENDENT PERSONAL SERVICES

Income derived by a resident of a Contracting State in respect of
professional services or other activities of an indepe_,ndent character
shall be taxable only in that State unless he has a fixed base regularly

available to him in the other Contrac g State for the purpose of

performing his activities. If he has such a fixed bass, the incoms may
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- The term "professional services” includes especially independent
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scientific, literary, artistic, educational or teaching activities as well
as the independent activities of physicians, lawyers, engineers,

) - architects, dentists and accountants.

) Article 15

DEPENDENT PERSONAL SERVICES

Subject to the provisions of Articles 16, 17, 18, 19 and 20, salaries,

wages and other similar remuneration derived by ‘a resident of 2
Contracting State in fespect of an employment shall be taxable only
in that State unless the employment is exsroised in the cther
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by a resident of a Contracting State in respect of an employmer:

- ~exercised i the other Contracting State shall be taxable only in the
:ﬁrst-menﬁoned'Stateiﬁ L . o

a) the recipient is present in the other State for 2 period or periods

not exceeding in the 'aggregate 183 days in any 12 month
‘period, and o '
b)  the remuneration is paid by, or on behalf of, an employer who is
not a resident of the other State, and - |
c) the _rémune:aﬁon'is not borne by a permanent establishment or a
fixed base which the employer has in the other State.
Notwithsténding the preceding provisions of this Article,
remuneration derived in respect of an employment exercised aboard

a ship or aircraft operated in international traffic, may be taxed in the
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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 member of the board of directors of 3
_companty which is a resident of the other Contracting State may be taxed
~ in that other State. | . |

 Article’17
* ARTISTES AND ATHLETES

. Notwithstanding the provisioss of Articles 14 and 15, incoms
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- other Conractng State, may be taxed 1 st other Stare,

. +2:" Where income in respest of personal activities exercised by an
o 7 entertainer or an athlete in his capacity as such accrues not to the
- entertainer or athlete himself 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 activities of the entertainer or
athlete are exercised. | -

3. Notwithstanding the provisions of paragraphs 1 and 2, income
- *~ derived by a resident of a Contracting State as an entertainer or an
. athlete shall be exempt from tax by the other Contacting State if the
- visit to that other State is substantially supported by public finds of
 the first-mentioned State or a poliical subdivision or local authority
thereof. - 2 |




Aricle 18
PENSIONS

.4 Subject to the provisions of paragraph 2 of Article 19, pensions and cibe-
- #  similar remuneration paid to a rtesident of a Contracting State in
8 consideration of past employment shall be taxable only in that State.

Article 19
GOYERNMENT SERVICE

§ | a) Salaries, wages and other similar remuneration, other than a

- pension, paid by a Contracting State or a poiitical subdivision or

& 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, |

bt
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1) is anational of that Stats; or
1) did not become a resident of that State solely for the
purpose of rendering the services.

- 3)  Any pension paid by, or out of finds created by, a Contracting
State or a political 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.

b) However, such pension shall be taxable only in the other
- Contracting State if the individual is a resident of, and a national
- of, that State, |

. 3. The provisions of Articles 15, 16, and 18 shall apply to remuneration

N and pensions m respect of services rendered in connection with a
business carried on by a Contracting State or a political subdivision
or a local authority thereof



Agticle 20
STUDENTS

A student or business apprentice who is or was immediately before Visiting

 a Contracting State a resident of the other Contracting State and who is

§ present m the first-mentioned State solely for the purpose of his education
3 ortraining shall be exempt from tax in that Contracting State on;

a) payments received from abroad for the purpose of his
maintenance, education or training; '

S by- écholarships,: : grahts, aH'c}Wanéés, and awards from

governinental, scientific, literary or educational organizations
for the purposes of his maintenance, education o traming.
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immediately before making a visit to the other Contracting State and,
.. at the invitation of any university, college, school or other similar
 educational institution which is recognized as non-profitable by thie -
‘Government of that other State, stays in that other State for the
purpose of teaching or doing research, shall be exempt from tax in
that other State on his remuneration for such teaching or research for
a period of two years from the date of his arrival to that State.

o _2. The _pfovisions ‘of paragraph 1 of this Article shall not apply to

income from research if such research is undertaken not in the public
interest but primarily for the private benefit of a specific person or
persons.. . |

21



Artele 22
OTHER INCOME

Itemns of income of a resident of 2 Contracting State, wherever ari youl
oot dealt with in the foregoing Articles of this Cenvention, shall &

taxable only in that State,

G

i

m ()

The provisions of paragraph 1 shall not apply to income, other than
mcome 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 ofher
State mdependent personal services from a fixed base situated

* - therein, and the right or property i respect of which the income i
- paid is effectively conmected with such permanent establishment, or

fixed base. In such a case the provisions of Article 7 or Article 14, as
the case may be, shall apply. _

CAPITAL

Capital represented by ﬁ:nmovabie_ property referred to in Article €,
owned by a resident of a Contracting State and situated in the other
‘Contracting State, may be taxed in that other State. -

"2 - Capital represented by__.shéres or other ﬁal'ticipation rights in g

company, the assets of which consist, directly or indirectly, mainly of
real property situated in a Contracting State, may be taxed in that
State. o

Capital represented by shares or other participation rights in a
company that is a resident of a Contracting State, owned by a
resident of the other Contracting State, may be taxed in the
first-mentioned State if the owner of such shares or rights held,
directly or indirectly, at any time during the fiscal year concerned at
least 25 per cent of the capital of the company.
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Contracting State hes in the other Contracting Stzte or by movanle

property pertaining to a fixed base available to a resident of &

Contracting State in the other Contracting Stats for the pugose of

performing independent persenal services, may be taxed in that other
State, y :

Capital represented by ships and aircraft operated in international
traffic and by boats engaged in inland waterways transport, and by

R movable property pertaining to the operation of such ships, afrcraft

and boats, shall be taxable only in the Contracting State in which the
place of effective management of the enterprise is situated.

5. - All other eiements of capital of a resident of a Contracting State shall

be tazable only in that State.

Article 24

PN SN B S U N ST T [t
T i d.‘"r,"f‘-’_‘"-: Py T S i ka ae e e -i'r* B o s o e o
s "".‘t" s waddduh Lo AT Twiiil O BY Wilhatwis, Ll Slcsiilon M0 BT sl

i

relevant provisions of the law of Spain, which shall not 25ect the
general principle contained in this paragraph, as follows:

a)  Where a resident of Spain derives income or owns capital

which, in accordance with the provisions of this Convention,

may be taxed.in Israel, Spain shall allow as a deduction from

the tax on the income or on the capital of that resident, an
- amount equal to the tax effectively paid in Israel.

~ Such deduction shall not, however, exceed that part of the tax
on income or the tax on capital, as computed before the
deduction is given, which is atiributable, as the case may be, to
the income or the capital which may be taxed in Israel.

b) Inthe case of a dividend paid by a company which is a resident
- of Israel to a company which is a resident of Spain and which
holds at least 25 per cent of the capital of the company paying

the dividend, or the percentage provided for by the Spanizh

)
L
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In Tsracl, double taxation will be avoided, in ac
relevant provisions of the law of Israel, as follows:

- amount equal to the tax effectively paid in Spain
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crecitable under subparagraph a) of this Daragrach, fhas . ::
the tax effsctively paid by the first-mentioned COmpany, };* ﬂ—j -
profits cut of which the dividend is paid, which relate to ;a;
dividend, provided that such amount of tax is incly S

ed, for th
purpose, m the taxable base of the receiving _compam___d’ T s

Such deduction, together with the deduction allowable i
respect of the dividend under subparagraph a) of this Paragraph,
shall not exceed that part of the income tax, as COmputed before
the deduction is given, which is attributable to the income
subject to tax in Israel.

For the application of this subparagraph it shall be Tequired that
the participation in the company paying the dividend js held on
a continuous basis at least during the year prior g the date of
payment of the dividend. | )
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of such resident, take imto account the exempted mcoﬂ; -
N . Xt
capital.

or

Cordance with the

Where a resident of Israel derives income or
which, in accordance with the provisions of this Convention
may be taxed in Spain, Israel shall allow as a deduction fron:;
the tax on the income or on the capital of that Tesident ap

OWns capita]

Such deduction shall not, however, exceed that part of the
icome tax or the capital tax; as computed before the deduction
is given, which is attributable, as the case may

be, t‘D the T
or the capital which may be taxed in Spain, ineome
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and witch holds at least 25 per cent of e capizl of the
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company paying the dividend, or the percentags provided for
by the Israeli internal legislation in case it wers lower, in the
computation of the credit it shall be taken into account, in
addition to the tax creditable under subparagraph a) of this
paragraph, that part of the tax effectively paid by the
first-mentioned company on the profits out of which the
dividend is paid, which relate to such dividend, provided that
such amount of tax is included, for this purpose, in the

taxable base of the receiving company.

However, the - additional tax credit referred 1o i this

subparagraph shall not prevent Israel from Imposing a tax on
such dividend at a rate that may not exceed 5 per cent.

Such deduction; together with the deduction allowsble in
respect of the dividend wmder subparagraph &) of this DETAZTETh

- M smmt mmrame e P s D T
S ODTT TN S AsL s Tn T et b Dl o ey e = 7y =50 B T

——wnlw Ll O3 L u oo L [ERR

L A —_——— - - B T S St S S -

= st g iy I ST = T = =
T
i =

ror the application of this subparagraph it shall be required tha:
the participation in the company paying the dividend is held on
a continuous basis at least during the year prior to the date of
payment of the dividend. ' '

Where in accordance with any provision of this Convention
income derived by a resident of Israel is exempt from tax in
Israel, Israel may nevertheless, in calculating the amount of

tax on the remaining income of such resident, take into
account the exempt income. - - .

Article 25

 NON-DISCRIMINATION

The nationals of a Coniracting State shall not be subjectad in the

“oth

et Contracting State 0 any taxation or 2n requirement connsciad

3
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Terewils which is other or mors turdensome than the taatcn and
cormected requirsments to which naticnals of thar other Stats in the
same clrcumstancss in particular with respect 1o residence arz or o
be subjected. This provision shall, notwithstanding the provisions of
Article 1, also apply to persons who are not residents of one or bota
of the Contracting States.

The taxation on a permanent establishment 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
enterprises of that other State carrying on the same activities,

Except where the provisions of Article 9, paragraph 8 of Article 11,

©—or paragraph 6 of Article 12, apply, interest, royalties and other
. disbursements paid by an enterprise 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. Similarly, any debts of an enterprizse of 2

vy
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Enterprises of a Contracting State, the capital of which is wholiy ¢r

L partly owned or controlled, directly or indirectly, by one or more

residents of the other Contracting State, shall not be subjected in the

first-mentioned Contracting State to any taxation or any reqiirement

comnected therewith which is other or more burdensome than the
taxation and ~connected requirements to which other similar
enterprises of the first-mentioned State are or may be subjected.

The provisions of this Article shall not be construed zs obliging a
Contracting State to grant to residents of the other Contracting State
any persoral allowances, reliefs and reductions. for tax purposes on
account of civil status or family responsibilities which it grants to its
own residents. | o

The provisions of this Article shall, nowviths’tandjng the provisions of
Article 2, apply to taxes of every kind and description.
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Artcis 25
MUTTUATL AGREEM}Z-?H PROCEDURE

Where a person considers that the actions of one or btk of the

‘Contracting States result or will result for him in taxation not i7e}

accordance with this Convention, he .may, notwithstanding the
remedies provided by the national laws of those 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 Aticle 25, 1o
that of the Contracting State of which he is a national. The case must
be presented within three years from the first notification of the
action resulting in taxation not in accordance with the provisions of

the ConVeni:ion.

-The competent authority shall endeavour, if the objection appears to

it to be justified and if it is not itself able tg arrive at an appropriate
solution, to resolve the case by mutual agreement with the competent

authority of the other Contracting Stats, with 2 view 1o the avoidaros
of tauats nich I8 rot @ oatecrdarcs vk s Comvarion i
2273s U Tmemaminl nehihsen e oo S
TITR I e Gorrests g mRes Uonmaoimz Siztas

The competent authorities " of the Contracting  States  may
communicate with each other durectly for the purpose of reaching an

- agreement in the sense of the preceding paragraphs. When it seems

advisable in order to reach agreement to 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.



EXCHANGE OF INFORMATION

The competent authorities of the Contracting States shall exchang

-

. 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 the Convention insofar as the taxation

- thereunder is not contrary to the Convention. The exchange of

mformation is not restricted by Article 1. Any information received

- by a Contracting State shall be treated as secret in the same marmer

as information obtained under the domestic laws of that State and

shall be disclosed only to persons or authorities (including courts and
- = admunistrative bodies) involved in the assessment or collection of, the -
" enforcement or prosecution in respect of, or the determination of

appeals in relation to, the taxes covered by the Convention. Such
persons or authorities shall use the  information only for such

L . purposes.  They may disclose the information in public court

proceedings or in judicial decisions. -

&) fo cary out adminisitative measures at variance with the laws
- and administrative practice of that or of the other Contracting
~ state; ' ' '

b) to supply infbrmation which is not obtainable under the laws o

in the normal course of the administration of that or of the other
Contracting State; : '

¢)  to supply information which would disclose any trade, business,

industrial, commercial or professional secret or trade process, or
information, the disclosure of which would be contrary to public
policy. | | o
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‘;}ZEWIBERS OF DIPLOMATIC MISSIONS AND CONSULAR
POSTS

Nothmg m this Convention shall affect the fiscal privileges of diplomatic
~ missions or consular posts under the general rules of international law or
 under the provisions of special agreements.

* Article _29

ENTRY INTO FORCE

R | The Contracting States shall notify each ofher that the constinntiona!
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s shall have effect:

a) m respect of taxes withheld at sdufce m relation to income
-+ derived on or after the first day of January in the calendar year
next following that in which the Convenhon enters into force;

b) 1 respect of other taxes, in relation to the income or capital of -

any tax year beginning on or after the first day of January in the

- calendar year next following that in which the Conventzon
enter% into force.

3
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next following that in which the notice of termination is given;

YU b) @ respep‘i_ of other taxes, in relation to the income or capital of

iy
any-tax year beginning on or afer the first day of Jamuary in the
calendar year pext foll vwing that i which fhe nes 3

evhoe ~8
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‘I wzmesswhereof the Plenipotentiaries of the fwo Contracting States,
-tuly authorized thereto, have signed the present Convention.

one n duplicate at Jerusalem this 3 day of oo,

Zs 1999,
“Which corresponds to the a4 dayof i, 5760 in the Hebrew,

L

For the State of Israel For the Kingdom of Spoin




PROTCCOL

At the moment of signing the Convention between the Kingdom of Spain

~ and the State of Israel for the Avoidance of Double Taxation and the

Prevention of Fiscal Evasion with respect to taxes on Income and on
Capital, the undersigned have agreed upon the following provisions which

- ’l ) ’

| - shall be an mtegral part of the Convention.

- With reference to paragraph 3 of Article 10 (Dividends), with respect

to Spain it 1s understood that the term "dividends" includes profits on
the liquidation of a company which is a resident of Spain.
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where necessary.

With reforence to Aticles 10 (Dividends), 11 (fteres), 12
(Royalties) and 13 (Capital Gains), it is understood that:

a) Notwithstanding the provisions of this Convention, a company
resident in a Contracting State in which persons who are not
residents of that State hold, directly or indirectly, a participation

~ of more than 50 per cent of the share capital, shall not be
entifled to the rehefs prowded for by the Convention in respect
of dividends, interest, royalties and capital gains arising in the
other Contracting State. This provision shall not apply where
the said company is engaged in substantive business operations,
other than the mere holding of shares or property, in the
Contracting State of which it is 2 resident,

31



