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CONVENTION BETWEEN THE GOVERNMENT OF THE UNITED
KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND
AND THE GOVERNMENT OF ISRAEL FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF FISCAL EVASION WITH RESPECT TO
TAXES ON INCOME

The Government of the United Kingdom of Great Britain and Northern
Ireland and the Government of Isracl,

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

Have agreed as follows —

ArTicic 1
(1) The taxes which are the subject of the present Convenlion are —

- Ministrv Of Foreign Affairs

(@) In the Umted Kingdom of Great Britain and Northern Ireland
() the mcome tax (including surtax), and
(1) the profits tay
(heremnafter referred to as ™ United Kingdom tax ™)
(b) In Isracl
() the income tax. and
(1) the company tax

(heremafter referred to as ** Israel tax™)

(2) This Convention shall also apply to any identical or substantially
similar taxes which are subsequently imposed 1n addition to, or m place of,
the existing taes

ArrTICLE 11

(1) In the present Convention, unless the context otherwise requires—
(@) the term “ United Kimgdom™ means Great Bntam and Northern

Ireland.

(b) the term “Istael” means the terntory 1n which the Government of
Israel levy taxation,

() the terms * one of the territories » and ““ the other territory ” mean the
United Kingdom or Israel, as the coniext requires,

(d) the term “ taxation authorities * means, 1n the case of the Umited
Kingdom, the Comnussioners of Inland Revenue or therr authonsed
representative, 1 the case of Isracl. the Minister of Finance or his
authorised representative, and, in the case of any territory to which
this Convention 1s ecxtended under Arucle XXII, the competent
authorty for the admnistration m such territory of the taxes to which
this Convention applies,
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(e) the term “tax™ means Umted Kingdom tas or Israel tax,
context requires,

(/) the term *“person ™ mcludes any body of persons, corporate or not
corporate,

(2) the term * company " means any hody corporate,

(/1) (1) the terms * resident of the United Kingdom " ang resident of
Israel  mean respectively any person who 1s resident 1n the Umited
Kingdom for the purposes of Umited Kingdom tax and any person
who 1s resident in Israel for the purposes of Israel tax, but

(11) where by reason of the prowisions of sub-paragraph (1) above an
individual 15 a resident of both territories, then this case shall be
solved 1n accordance with the following rules,

(aa) he shall be deemed to be a resident of the territory 1 which
he has a permanent home available to him. If he has g
permanent home available to him m both terratores, he shall
be deemed to be a resident of the territory with which hys
personal and economic relations are closest (hereinafier
referred to as his * centre of vital nterests *),

() 1f the territory 1 which he has his centre of vital nterests
cannot be determined, or if he has not 4 permanent home
available to him 1n erther territory, he shall be deemed to be
a resident of the territory mm which he has an habitual abode,

(cc) 1if he has an habitual abode 1 both territories or 1 neither
of them, he shall be deemed to be a resident of the territory
of which he 15 a national.

(dd) 1f he 15 a national of both territories or of neither of them, the
taxation authorities of the territories shall determine the
question by mutual agrecment,

(11) where by reason of the provisions of sub-paragraph (i) above a
Iegal person 1s a resident of both territories, then it shall be deemed
to be a resident of the territory 1n which its place of effective
management s situated, the same provision shall apply to partner-
ships and associations which under the national laws by which
they are governed are not legal persons,

(¥) the terms “resident of one of the territories ™ and “resident of the
other territory ¥ mean a person who 1s a restdent of the United

Kingdom or a person who 1s a resident of Israel, as the context
requires,

(7) the terms “ Umted Kingdom enterprise ” and “ Israel enterprise *
mean respectively an industrial or commercial enterprise or under-
taking carried on by a resident of the Umited Kingdom and an mndustrial
or commercial enterprise or undertaking carried on by a resident of
Isracl, and the terms “ enterprise of one of the territories ™ and “enter-
prise of the other territory ” mean a Umted Kingdom enterprise or an
Israel enterprise, as the context requures,

(k) (1) the term “ permanent establishment™ means a fixed place of
business 1n which the business of the enterprise 1s wholly or partly
carried on:

as the
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(1) a permanent estabhishment shall include especially

{an) a place of management,
(bb) a branch,

(cc) an office,

(dd) a factory

(ce) a workshop,

(f) a mmne. quarry or other place of cxtraction of natural
resources.

(gg) a building site or contruction or assembly project wiich exists
for more than twelve months,

() the term * permanent establishment ™ shall not be deemed to

(v)

mclude

(aq) the use of facilities solely for the purpose of storage, display
or delivery of goods or merchandise belonging to the
enterprisc,

(bb) the mantenance of a stock of goods or merchandise belonging
to the enterprise solely for the purpose of storage, display or
dehvery,

(cc) the maintenance of a stock of goods or merchandise belonging
to the cnterprise soiely for the purpose of processing by
another enterprise,

(dd) the mantenance of a fixed place of business solely for the
purpose of purchasing goods or merchandise, or for collecting
information, for the enterprise,

(ce) the maintenance of a fixed place of business solely for the
purpose of advertising, for the supply of information. for
scientific rescarch or for similar activites which have a
preparatorv or auxiliary character, for the enterprise,

a person acting in one of the territories on behalf of an enterprise of
the other territory—other than an agent of an independent status to
whom sub-paragraph (v) applies—shall be deemed to be a
permanent establishment 1n the first-named territory 1f he has, and
habitually cxercises 1n that territory, an authority to conclude
contracts 1n the name of the enterprise, unless his activities are
ltnited to the purchase of goods or merchandise for the enterprise,

(v) an enterprisc of one of the territories shall not be deemed to have

(v1)

a permanent establishment in the other territory merely because
it carries on business 1n that other territory through a broker, a
general commission agent or any other agent of an independent
status, where such persons are acting i the ordinary course of
theirr business,

the fact that a company which 1s a resident of one of the terrtories
controls or 1s controlled by a company which 1s a resident of the
other territory, or which carries on business 1n that other territory
(whether through a pcrmanent establishment or otherwise), shall
not of 1tself constitute either company a permanent establishment
of the other,
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() the term ** imternational traffic ™ includes traffic between places m one
country 1n the course of a voyage which extends over more than one

country

(2) Where under this Convention any mcome 1s exempt from tax or taxed
at a reduced rate 1 one of the territorics 1if (with or without other conditions)
1t 1s subject to tax m the other territory and that income 1s subject to tax in that
other territory by reference to the amount thereof which 1s remitted to or
reccived m that other territory, the exemption or reduction of tax to be
allowed under this Convention n the first-mentioned territory shall apply
only to the amount so remmtted or receved.

(3) In the application of the provisions of the present Convention by one
of the Contracung Parties any term not otherwise defined shall, unless the
context otherwise requires, have the meaming wiich it has under the Jaws in
force 1n the terntory of that Party relatng to the taxes which are the subject
of the present Convention

AnticLe 11T

(1) The mndustrial or commetcial profits of a United Kingdom enterprise
shall not be subject to Israel tax unless the enterprisc carries on a trade or
business 1n Isracl through a permanent establishment situated theremn If
1t carries on a trade or business as aforesaid. tax may be imposed on thosc
profits by Isracl, but only on so much of them as 1s attubutable to that
permanent establishment

(2) The industrial or commercial profits of an Israel enterprise shall not
be subject to Umted Kingdom tax unless the enterprise carries on a trade
or busmess m the United Kingdom through a permanent establishment
sitvated theremn  If 1t carmes on a trade or business as zforesaid. tax may
be imposed on those profits by the Umted Kingdom, but only on so much
of them as 1s atinbutable to that permanent establishment

(3) Where an enterprise of one of the territories carries on a trade or
business m the other territory through a permanent establishment situated
therein, there shall be atiributed to that permanent establishment the industrial
or commercial profits which 1t might be expected to derive in that other
territory 1f 1t were an independent enterprise engaged 1n the same or similar
acuvities under the same or similar conditions and dealing at arm’s length
with the enterprise of which 1t 1s a permanent establishment

(4) In determining the industrial or commercial profits of a permanent
establishment, there shall be allowed as deductions all expenses which would
be deductable if the permanent establishment were an independent enterprise
in so far as they are reasonably allocable to the permanent establishment,
mcluding executive and general administration expenses so deductible and
allocable, whether incurred in the territory in which the permanent estab-
Iishment 15 situated or eclsewbhere

(5) No profits shall be attributed to a permanent establishment by reason
of the mere purchase by that permanent establishment of goods or merchandise
for the enterprise



ArTICLE TV
Where

(@) an cnterprise of one of the terntories paruet
in the management, control or capital of
territory, or

(b) the same persons participate dircctly or indrrectly 1n the management
control or capital of an enterprise of one of the territories and an
enterprise of the other territory,

and. 1n cither case, conditions are made or unposed between the two enter-
prises, 1 their commercial or financial relations, which differ from those
whicn would be mude between indzpendent enterprises then any pmﬁt;
which would, but for those conditions, have accrued to one of the en'tcrpmes
but by reason of those conditions have not vo accrued, may be mcluded n;
the profits of that enterprisc and taxed accordingly

pates directly or indirectly
an cnterprise of the other

ARTIUL V

Notwithstanding the provisions of Articles 111 and 1V income from the
operation of ships o1 aircraft in mternational traffic shall be taxable only m
the terntory 1 which the place of eflective management of the enterprise 1s
sttuated

ARTICLE VI

(1} Dividends paid by a company resident m one of the territories to a
& resident of the other ter-itory, who 1s subject to tax 1n that other terntory in
Z respect thereof and does not cariy on a trade or business n the first-mentioned
Zerrtor’ through a permanent establishment situatcd theremn, shall be exempt
= from any tax n that fitst-mentioned territory which 1s chargeable on dividends
- m zddilion to the tax chargeable 1 respect of the profits or mncome of the
company

Provided that this paragraph shall not apply so as to confer any exemption
from a1y tu\ chargeable on dividends paid by a company that are allowed
as a deduction v computing the profits of the company for income tax
purposes, berng tas which 1s chargecable at a rate not exceeding the rate at
which 1come tax 1s chargeable on undistributed profits of the company

(2) Where a company which 1s a resident of one of the (erricories derives
prof'ts or mncome from sources within the other territory, there shall not be
mposed 1 that other torritory any form of taxation on dividends paid by the
company to persens no. resident in that other territory, or any tax in the
nature of undistriouted projits tax on undistributed proiits of the company,
whether or not those dividends o1 undistributed profits represent, 1 whole or
1n part, profits or icome so denived
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ARTICLE VI1

(1) Where 1 crest 1s d=rived from sources within one of the territories
by a resident of Jhe other teiritory who 1s subject to tax in that other terntory
n respect theteof, the rate of tax ymposed thereon m the first-mentioned
territory shail 1 ot exceed 15 per cent
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(2) The provisions of paragraph (1) of this Aruicle shall not apply where
u resident of one of the territories has a permanent establishment in the other
torritory and such anterest ss attnbutable to that permanent establishment,
in such event such tnterest »3 15 attributable to that permanent establishment
shall be treated as of 11 were industrial or commercial profits to which the
provisions of Article 11 are applicable

(3 In thir Artcle, the term “interest™ means income from Government
sccurities, from bonds or debentures, whether or not secured by mortgage, or
from any other form of indebtedness, as well as all other mcome assimmlated
to mncome from money lent by the taxation law of the terntory 1 which the
income arises

(4) Where, owing to a special relationship between the payer and the
recipient or between both of them and some other person, the amount of the
mterest paid. having regard to the indebtedness in respect of which 1t 1s paid,
exceeds the amount which would have been agreed upon by the payer and
the recipient in the absence of such relationship, the provisions of this Article
shall apply only to the last-mentioned amount  In that case, the excess part
ol the payments shall remain taxable according to the Contracting Parties’
own laws, due regard being had to the other provisions of the present
Convention

ArTiCcLE VIIL

(1) Any royalty derived from sources within one of the territories by a
resident of the other territory who 1s subject to tax in that other territory
1n respect thereof shall be exempt from tax in that first-mentioned territory
Provided that where any such royalty 15 1 respect of cinematograph or
television films tax may be imposed thercon 1n the territory from which the
royalty 15 derived, but the tax so imposed shall not exceed tax at the rate
applhictble to companies on 15 per cent of the gross amount of the royalty

(2) In this Article, the term “ royalty > means any royalty or other amount
paid as consideration for the use of, or for the privilege of usimg, any copyright,
patent, design, secret process or formula, trademark, or other like property,
and includes any rental or hke payment 1n respect of cimematograph or
television films, but does not include any rovalty or other amount paid n

respect of the operation of a mine or quarry or of any other extraction of
natural resources

(3) The provisions of paragraph (1) of this Article shall not apply where a
resident of one of the territories has a permanent establishment m the other
territory and the royalty 1s attributable to that permanent establishment, in
such event the royalty shall be treated as if it were industrial o1 commercial
profits to which the provisions of Article ITI are applicable

(4) Where, owng to a special relationship between the payer and the
recipient or between both of them and some other person, the amount of the
royalty, having regard to the use, right or property for which 1t 1s paid,
exceeds the amount which would have been agreed upon by the payer and
the reciprent 1 the absence of such relationship, the provisions of the
preceding paragraphs of this Article shall apply only to the last-mentioned
amount In that case, the excess part of the payments shall remain taxable
according to the Contracting Partics® own Jaws due regard bemg had to the
other provisions of the present Convention



(5} Any capnial sum derined from sources with
from the sale of patent rights by a resident of the
nol carry on a trade or business 1n the first-mentioned termt

permanent establishment sitpateg therem, shall be exempt from tax in tha
first-mentioned territory

I one of the territories

ARTICLE IX

(1) Income from mmmovable property may
which such property 1s situated.

() The term * 1immovable property  shall be defined In accordance with
the lans of the ternitory in which the Property in question g situated The
term shall 1n any case mnclude property accessory to immovable property
Iivestock and equipment of agricultural and forestry enterprises, rights 1o
which the provisions of gencral law respecting landed property bapply.
usufruct of immovable property and rights to vanable or fixed payments
as considerauion for the worhing of runeral deposits, sources and other
natural resources: ships boats ang arcraft shall not he regarded as immovable

;G:)roperty

% (3) The provisions of paragraphs (1) and (2) of thus Arucle shall apply
to ncome derived from the direct use or from the leting of 1mmovable
Broperty or the use any other form of such property, imncluding income
Eom agricultural or forestry enterprises  They shall Iikewise apply 10 profits
ffom the alienation of immovable property

® (§) The provisions of paragraphs (1) to (3) of this Artcle shall also apply
18 the income from immovable property of 4any enterprises other than
&ricultural or forestry enterprises and to income from Immovable property
used for the performance of professional services

be taxed in the terntory 1n

Mini

ARTICLE X

S Remuneration including  pensions, paid by one of the Contracting
Parties to any indnidual n respect of services rendered to that Party i the
dgscharge of governmental functions shall be exempt from tax n the ternitory
of the other Contracting Party if the individual is not ordinarily resident in
that other territory or (where the remuneration 1s not a pension) 1s ordimnarily
ré$ident 1n that other terntory solely for the purpose of rendermg those
se¥vices

() The provisions of this Article shall not apply to payments in respect
of services rendered n connexton with any trade or business carried on by
ether of the Contracting Parties for purposes of profit

(3) In applying the provisions of paragraph (1) of this Arucle senices
readered to the Government of Israel as one of the Contracting Parties n
the discharge of governmental functions shall be deemed to include services
o rendered to the Government of Palestine

(4) The provisions of paragraph (1) of this Artcle shall apply also to

Temuneration 1n respect of services rendered in Israel by the personnel of the
Commonwealth War Graves Commission
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ArTicLt XI

(1) Any pension (other than a pension of the kind referied to n para-
graphs (1) or (3) of Article X) and any annuity, derived from sources within
Israel by an individual who 1s a resident of the United Kimgdom and subject
to Umted Kingdom tax m respect thercof shall be exempt from Israel tax

(2) Any pension (other than a pension of the kind referred to m para-
graph (1) of Article X) and any annuity, derived from sources within the
Umited Kingdom by an mdividual who 1s & resident of Israel and subject to
Israel tax n respect thereof, shall be exempt from Umited Kingdom tax

(3) The term *‘annnty ” means a stated sum payable periodically at
stated times, durmg hie or during a specified or ascertamnable period of time,
under an obhigation to make the payments in return for adequate and full
consideration 1n money of money's worth

ArTicLr XII

Income derived by a resident of onc of the territories in respect of
professional services or other independent activities of a similar character
shall be subjected to tax only i that territory unless he has a fixed base
regularly available to him 1n the other territory for the purpose of performing
lis activiies  If he has such a fixed base, such part of that income as is
attributable to that base may be taxed n that other territory

AnticLeE XIII

(1) Subject to the provisions of Articles X, XI and XV, salaries, wagl
and other similar remuneration derived by a resident of one of the terrifRRe
n respect of an employment shall be subjected to tax only i that tesritory
unless the employment 1s excrcised i the other térritory  If the employment
1s so exercised, such remuneration as 1s derived therefrom may be taxed in
that other territory

(2) Notwithstanding the provisions of paragraph (1) of this Arucle,
remuneration derived by a resident of one of the territories m respect of an
employment exercised 1n the other territory shall be subjected to tax only n
the first-mentioned terntory if

(a) the reciprent 1s present in the other terratory for a period or periods

not exceeding 1n the aggregate 183 days 1n the fiscal year concerned,
and

(b) the remuneration 1s paid by or on behalf of an employer who 1s not
a resident of the other terntory, and

(c) the remuneration 1s not deducted from the profits of a permanent

cstablishment or a fixed base which the employer has in the other
tereitory

(3) In relation to remuneration of a dircctor of a company derived from
the company the preceding provisions of this Article shall apply as 1f the
femuneration were remuneration of an employee 1n respect of an employment,
and as 1if references to employers were references to the company




(4) Notwithstanding the preceding prov
for personal services performed aboard a
traffic may be taxed n the terntory
of the enterprise 1s situated

1s1ons of this Article remuneration
ship or aircrafy N Internationg]
in which the place of effecuive management

ArTicLr XIV

Notwithstanding anything contatned 1n thig
by pubhc entertamners, such as theatre, motion
artistes, and musicians, and by athletes from the
may be taxed m the territory m which these actt

Convention, mcome derned
picture radio or television
It personal activities as such
vities are evercised

ArTICLE XV

A professor or teacher from one of the ternitories, w
tion for teaching, duning a period of temporary reside
years, at a umversity, college. school, or other educat

other territory shall be exempt from tax that othe
that remuneration

ho receves remunera-
NCe not exceeding two
tonal nstitution n the
T terrtory n respect of

ARTICLE XVI

Payments which a student or business apprentice from one of the
territories who 1s present in the other territor

y solely for the purpose of his
cducauon or trammng receives for the purpose of his mamtenance education,
or traing, shall not be taxed in that other territory, provided that such

payments are made to him from sources outside that other territory

ARTICLE XVII

Any income not dealt with In the foregoing provisions derived by a
resident of one of the territories who 1s subject to tax there 1n respect thereof
 shall be subjected to tax only 1n that territory

Ministry Of Foreign Affairs - Israel

ArTICLE XVIII

(1) Subject to the provisions of the law of the United Kingdom regarding
he allowance as a credit against United Kingdom tax of tax payable 1n a
derritory outside the United Kingdom, Israel tax payable, whether directly or

Yy deduction 1n respect of income from sources within Israel shall be allowed
as a credit agamst any United Kingdom tax payable 1n respect of that income
Where such income 1s an ordinary dividend paid by a company which 15 a
Tesident of Tsrael the credit shall take Into account (1n addition to any Israel
tax appropriate to the dividend) the Israel tax payable by the company in
Tespect of its profits, and. where it 1s a dividend paid on participating
preference shares and representing both a dividend at the fixed rate to which the
shares are entitled and an additional participation in profits, the Israel tax so

payable by the company shall Iikewise be taken into account 1n so far as the
dividend exceeds that fixed rate

s Department
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(2) For the purposes of paragraph (1) of this Article, the term * Israel
tax payable " shall be deemed to 1nclude any amount which would have been
payable as Israel tax for any year but for an exemption or reduction of tax
granted for that ycar or any part thereof under—

{a) any of the following provisions, that 1s to say

() Section 11 of the Encouragement of Capital Investments Law,
5710-1050, as amended, or

(n) Sections 23, 46, 47, 47A or S0 of the Encouragement of Capital
Investments Law, 5719~1959, as amended,

so far as they were 1 force on, and have not been modified since. the
date of the signature of this Convention, or have been modificd only
In minor respects so as not to affect their general character, or

() any other provision which may subsequently be made granting an
exemption which 1s agreed by the taxation authoritics of the Con-
tracting Parties to be of a substantially simular character, 1if 1t has
not been modified thereafter or has been modified only in minor
respects so as not to affect 1ts general character

Provided that, where the exemption 15 an exemption granted under
Section 47a of the Encouragement of Capital Investments Law 5719-1959
m respect of mcome from shares or debentures issued by a company, tax
which would have been payable but for that exemption shall be taken into
account by virtue of this paragraph if, and only 1f, the shares or debentures
were first 1ssued on or after the date of entry mto force of thus Convention,
and then only—

(a) 1f the shares or debentures are an approved investment, or

() n any other case, to the extent of such proportion of the whole of
that tax as corresponds to the extent to which the proceeds of the
1ssue are to be used for the purposes of an approved enterprise owned
by the company or an approved mvestment made by the company

In this proviso, the terms approved enterprise” and approved
Investment " mean respectively an approved enterprise within the meaning
of Section 47 of the Encouragement of Capital Investments Law 5719-1959,
and an approved mvestment within the meamng of Section 46 of that Law

(3) Subject to the provisions of the law of Israel regarding the allowance
as a credit against Israel tax of tax pavable 1n a territory outside Isracl, United
Kingdom tax payable, whether directly or by deduction, respect of mncome
from sources within the Umted Kingdom shall be allowed as a credit against
any Isracl tax payable n respect of that income  If Israel tax 1s payable 1n
respect of any such income which consists of an ordmary dividend paid by
a company resident 1n the United Kmgdom the credit shall take mnto account
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(4) For the purposes of this

(including professional) services performed in one of 1}
deemed to be income from sources within that territor

Y. and the services of
an mdividual whose services dre wi

tolly or mamly performed n sh )
craft operated by a resident of one of the terrnt IPs or air

ories shall be deemed 1o be
performed 1n that terntory

Atlicle, profits or remuneration for persong)

1¢ territortes shall be

ArlucLe XIX

The taxation authonties of the Con
information (being information which
respective taxation laws i the normal

tracting Parties shall exchange such

Is at therr disposal under therr
course of admimstration) as s
the present Convention or for the
on of statutory provisions against

ich are the subject of the present
Convention  Any information so exchanged shall be treated as secret and

shall not be disclosed to any persons other than thoge concerned with the
assessment and collection of the taxes which are the subject of the present
Convention  No mformation as dforesaid shall be exchanged which would
disclose any trade, business, industrial or professional sccret or trade process

ARTICLE XX

The taxation authorities
cach other directly for the putrpose of

ARTICLL XXI

(1) The nationals of one of the Contracting Partics shall not be subjected
In the territory of the other Contracting Party to any taxation or any require
ment connected therewith which 1s other or more burdensome than the
taxation and connected fequirements to which the nationals of the latter
Party m the same crcumstances are or may be subjected

(2) The term “nationals ™ means—

(@) 1n relation to the United Kimgdom, all Briush subjects and Britsh-
protectec persons

(1) residing mn the United Kingdom or any territory to which the
present Convention 1s extended under Article XX11, or

(1) deriving their status as such from connexion with the United
Kingdom or any territory to which the present Convention 1s
extended under Article XXII,

and all legal persons, partnerships and associations dertving therr
status as such from the law mn force mn the United Kingdom or in any
territory to which the Convention 1s extended under Article XXI1I,

(8) 1n relation to Israel, all Israel subjects and all legal persons, partner-
ships and associations deriving their status as such from the law m
force in Israel
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(3) The taxation on a permanent establishment which an enterpnise of
one of the territories has 1 the other territory shall not be less favourably
levied 1n that other territory than the taxation levied on enterprises of that
other territory carrymg on the same activitics

This provision shall not be construed as obliging one of the Contracing
Paruics to grant to residents of the other Contracting Party any personal
allowances. reliefs and reductions for taxation purposes on account of civil
status or famuly responsibilities which 1t grants to 1ts own residents

(4) Enterprises of onc of the territories, the capital of which 1s wholly
ot partly owned or controlled, directly or indirectly, by one or more residents
of the other territory, shall not be subjected 1n the first-mentioned territory
to any taxation or any requirement connected therewith which 1s other or
more burdensome than the taxation and connected requuements to which
other sumilar enterprises of that first-mentioned territory are or may be
subjected

(5) In this Article the term * taxation ™ means taxes of cevery kind and
description

ArTiCcLE XXII

(1) This Convention may be extended. either mn its enurcty or with
modifications, to any territory for whose international relations the United
Kingdom 15 responsible, and which mposes taxes substantially similar sn
character to those which are the subject of this Convention, and any such
extension shall take effect from such date and subject to such modifications
and conditions (including conditions as to termination) as may be specified
and agreed between the Contracting Parties in Notes to be exchanged for this
purpose

(2) The termmaton 1n respect of the United Kingdom or Isracl of this
Convention under Article XXIV shall, unless otherwise expressly agreed by
both Contracting Partics, terminate the application of this Convention to any
territory to which the Convention has been extended under this Article

ArTICLE XXIII

n shall be ratified by the Contracting Parlics
In accordance with their respecuve constitutional and legal requirements

g) The mstruments of ratification shall be exchanged as soon as possible

) Upon the exchange of ratifications the present

mto force and us provisions shall have cﬂ’ect—Ii et Convention shall enter
(@) In the United Kingdom

(1) as respects meome tax, for an
on or after 6th Apnl, 196], Y yoor of asscsment beginning

(u) as respects surtax, for
after 6th April, 1960, a:;&’ year of assessment beginming on or

(1) as respects profits tax, f
begmnmg o or istofanazily chargeable accounting period

ary, 1961 and for
portion of any chargeable accounting period c:urrcn:h ;t ?l:l:txggtecd

(1) The present Conventio
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(b) In Israel.

as respects mcome tax and company tay, for any tax year beginnmn
on or after Ist Aprl, 1961, Y d simnne

Provided that, as respects tax chargeable respect of income referred to
the provisos to paragraph (1) of Arucles VI and VIII, the provisions of
this Convention shall have effect as from the date on which 1t enters nto
force

(4) The Arrangement which was made i 1947 between the Government
of Palestne and the Government of the United Kingdom of Great Britamn
and Northern Ircland, and which, m 1950, was deemed to extend to the
territory m which the Government of Israel levy taxation. shall terminate and
cease to be eflective as respects taxes to which the present Convention 1n
accordance with paragraph (3) above applies

ArticLr XX1V

(1) Euther of the Contracting Parties may terminate the present Convention
after a period of five years from the date on which the present Convention
enters into force by giving to the other Contracting Party, through the
diplomatic channel, writicn notice of termination, provided that any such
notice shall be given only on or before the thirteth day of June 1n any calendar
vear, and, in such event, the present Convention shall cease to be effective

(@) In the United Kingdom

(1) as respects income tax, for any year of assessment beginning on
or after 6th Aprilin the calendar year next followmg that 1n which
the notice 1s given,

(1) as respects surtax, for any year of assessment beginnming on or
after 6th Aprl 1 the calendar year 1n which the notice 1s given,
and

(in) as respects profits tax, for any chargeable accounting period
beginning on or after 1st January m the calendar year next
following that in which the notice 1s given and for any unexpired
portion of any chargeable accounting period current at that date,

(b) In Israel
as respects mcome tax and company tax, for any tax year beginnimg
on or after Ist April in the calendar year next followmng that in which
such notice 15 given
(2) The termmnation of the present Convention shall not have the effect
of reviving any agreement or arrangement abrogated by the present
Convention
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In witness whereof the undersigned, duly authorised thereto by their
respective Governments, have signed the present Convention

Done m duphcate at London, this 26th day of September, 1962,
corresponding to the 27th day of Iilul, 5722, in the English and Hebrew
languages, both texts bang equally authoritative

For the Government of the United Kingdom of Great Brtamn and
Northern Ireland.

e e Lo, oy

For the Government of Israel:

o
X
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WHEREAS a Protocol was signed at London
on the Twentieth day of April, One thousand Nine
hundred and Seventy, by representatives of the
Government of the United Kingdom of Great Britain
and Northern Ireland and of the Government of
Israel, amending the Convention for the Avoidance
of Double Taxation and the Prevention of Fiscal
Evasion with respect to taxes on Income, signed at
London on the Twenty-sixth day of September, One
thousand Nine hundred and Sixty-two, which Protocol

18
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PROTOCOL
BETWEEN THE GOVERNMENT OF THE UNITED KINGDOM
OF GREAT BRITAIN AND NORTHERN IRELAND AND THE
GOVERNMENT OF ISRAEL, AMENDING THE CONVENTION
FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF FISCAL EVASION WITH RESPECT TO
TAXES ON INCOME, SIGNED AT LONDON ON
26th SEPTEMBER 1962

The Government of the United Kingdom of Great Britain and Northern
Ireland and the Government of Israel ,

Desiring to conclude a Protocol to amend the Convention for the Avordance
of Double Taxation and the Prevention of Fiscal Evasion with respect to
Taxes on [ncome, signed at London on 26th September, 1962 corresponding
to the 27th day of Illul, §722, (heremafter referred to as * the Convention ™,

Have agreed as follows*

ARTICLE 1

Paragraph (1) of Article I of the Convention shall be deleted and replaced
by the followng.
“(1) The taxes which are the subject of the present Convention are

(o) 1 the United Kingdom of Great Britain and Northern Ireland*
(1) the mcome tax (including surtax);
(1) the corporation tax , and
(1) the capital gains tax
(heremnafter referred to as * United Kingdom tax ™),

(b) 1 Israel*
(1) the income tax (including capital gains tax) ,
(1) the company tax;
(1) the security charge, and
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(v) the tax on gams from the sale of land under the Land
Appreciation Tax Law

(herainafter refereed to as * Israel tax ™) ™

ARTICLE 2

The following new sub-paragraph shall be added at the end of paragraph
(k) of Article 1I of the Convention

“(vn) an enterprise of one of the terntories shall be deemed to have a
permanent cstablishment in the other termtory 1f 1t carries on
a business which consists of providing the services within that
other territory of public entertamers referred to 1n Article XIV "

ARTICLE 3

Arucle VI of the Convention shall be deleted and replaced by the

following “ dricle VI
riicie

(1) Dividends paid by a company wiuch 15 a resident of one of the
terntories to a resident of the other territory may be taxed 1n that other
territory.

(2) Dividends paid by a company which 1s a resident of Israel may be
taxed 1n Israel and according to the law of Israel but if the dividends are
subject to tax 1 the Umited Kingdom the Israel tax so charged shall not
exceed 15 per cent of the gross amount of the dividends  In this paragraph
the term “Israel tax " includes any Israel tax chargeable on dividends
paid by a company even though those dividends are allowed as a

deduction 1n computing the profits of the company for income tax purposes
m Israel
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(3) Dividends paid by a company which 15 a resident of the United
Kingdom to a resident of Israel may be taxed in the United Kingdom and
according to the law of the Umited Kingdom but if the dividends are subject
to tax in Israel the Umited Kingdom tax so charged shall not exceed
15 per cent of the gross amount of the dividends

(4) The term “dividends™ as used 1n this Article means mcome
from shares, or other rights, not being debt-claims, participating n
profits, as well as imncome from other corporate rights assimlated to
mcome from shares by the taxation law of the terntory of which the
company making the distribution 1s a resident and also includes any
other item (other thar interest or royalties relieved from tax under
Article VII or Article VIIT of this Convention) which, under the law of
the territory of which the company paying the dividend 1s a resident,
1s or may be treated as a dividend or distribution of a company

(5) The provisions of paragraphs (1), (2) and (3) of this Article shall
not apply 1f the recipient of the dividends, being a resident of one of the
territories, has i the other territory, of which the company paying the
dividends 1s a resident, a permanent establishment and the holding by
virtue of which the dividends are paid 1s effectively connected with a
business carried on through that permanent establishment In such a
case, the provisions of Article III shall apply.

(6) 1f the recipient of a dividend being a resident of one of the territories
owns 10 per cent or more of the class of shares in respect of which
the dividend 15 paid then the relief from tax provided for 1n paragraphs
(2) and (3) of this Article shall not apply to the dividend to the extent that
1t can have been paid only out of profits which the company paying the
dividend earned or other mmcome which 1t received in a period ending
twelve months or more before the relevant date For the purposes of
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tus paragraph the term * relevant date " means the date on which the
recipient of the dividend became the owner of 10 per cent or more of
the class of shares mn question  Provided that tis paragraph shal] not
apply 1if the recipient of the dividend shows that the shares were acquired
for bona fide commercial reasons and not pnimanly for the purpose of
securing the benefit of tus Article,

(7) Where a company which 15 a resident of one of the terriores
derives profits or mcome from sources withmn the other territory, thers
shall not be imposed 1n that other territory any form of taxation on
dividends paid by the company to persons not resident 1n that other
terntory, or any tax i the nature of undistributed profits tax on
undistributed profits of the company, whether or not those dividends or
undistributed profits represent, in whole or n part, profits or mcomes so
derived ™

ARTICLB 4
The following new paragraph shall be added at the end of Article VII

of the Convention.,

*(5) Any provision of the law of one of the terntores which relates
only to interest paid to a non-resident company with or without any
further requirement, or which relates only to interest payments between
inter-connected companies with or without any further requirement, shall
hot operate so as to require such interest paid to a company which 15 a
resident of the other territory to be left out of account as a deduction 1n
computing the taxable profits of the company paying the interest as being
a dividend or distribution The preceding sentence shall not however
apply to interest paid to a company which 15 a resident of one of the
territories in which more than 50 per cent of the voting power 15 controlled,
directly or indirectly, by a person or persons resident in the other territory "
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ARTICLE § .

The following new paragraph shall be added at the end of Article VIII
of the Convention.

“(6) Any provision of the law of one of the territories which requires
royalties paid by a company to be left out of account as a deduction 1n
computing the company’s taxable profits as being a dividend or distribution
of profit shall not operate 1n relation to royalties paid to a resident of the
other terrtory The preceding sentence shall not however apply to royalties
derwved by a company which 15 2 resident of that other terfitory where.

(¢) the <ame persons participate directly or mndirectly 1 the
management or control of the company paymg the royalties and
the company deriving the royalties , and

() more than S0 per cent of the voung power 1 the company
deriving the royalties 1s controlled directly or indirectly by a person
or persons resident 1n the terntory 1m which the company paying the
royalties 18 resident ”

ARTICLE 6

The following new Article shall be nserted immediately after Article VIII
of the Convention.

“ drticle VIIIA

(1) Capital gains from the alienstion of 1mmovable property, as
defined 1n paragraph (2) of Artcle IX, or from the alienation of shares
nut dealt 1n on a stock exchange being shares 1n a company of which the
assets consist principally of such property, may be taxed 1n the terrifory
1 which such property is situated.

(2) Capital gamns from the alienation of movable property forming
part of the business property of a permanent establishment which an
enterprise of one of the territories has mn the other territory or ol movable
propertly pertamning to a fixed base available to a resident of one of the
territories 1 the other territory for the purpose of performing professional
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services, mcluding such gams from the alienation of such a permanent
establishment (alone or together with the whole enterprise) or of such
a fixed base. may be taxed n the other territory

(3) Notwithstanding the provisions of paragraph (2) of this Article,
capital gamns derived by a resident of one of the territories from the
alienatton of ships and arcraft operated n international traffic and
movable property pertainmg to the operation of such ships and arcraft
shall be taxable only in that ternitory

(4) Capital gains from the alienation of any property other than those
mentioned 1n paragraphs (1), (2) and (3) of this Article shall, if subject to
tax 1 the terntory of which the alienator 1s a resident, be taxable only
1n that territory *

ArTIiCLE 7
Paragraph (1) of Article XVIII of the Convention shall be deleted and

replaced by the followng:

*(1) Subject to the provisions of the law of the United Kingdom
regarding the allowance as a credit agamst Unmited Kimgdom tax of tax
payable mn a territory outside the United Kingdom (which shall not affect
the general principle hereof):

(a) subject to sub-paragraph (3) of this paragraph, Israel tax payable
under the laws of Israel and 1n accordance with this Convention,
whether directly or by deduction, on profits, income or chargeable
gamns from soutces within Israel shall be allowed as a credt agamst
any United Kingdom tax computed by reference to the same
profits, income or chargeable gains by reference to which the Israel
tax 1s computed . 1 this sub-paragraph the term **Israel tax”
includes any Israel tax chargeable on dividends paid by a company
even though those dividends are allowed as a deduction m

fomputmg the profits of the company for income tax purposes m
srael ;
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(b) 1n the case of a dividend paid by a company which is s resident of
Istael to a company which 1s a resdent of the Umted Kingdom
and which controls directly or mndirectly at least 10 per cent of the
voting power 1n the company paymg the dividend, the credit shall
take 1nto account (in addition to any Isrsel tax creditable under
the provisions of sub-paragraph (a) of this paragraph) Israel tax
payable by the last-mentioned company 1 respect of the profits
out of which such dividend 1s paid.”

ARTICLE 8

Paragraph (3) of Article XVIII of the Convention shall be deleted and
replaced by the following*

«(3) Subject to the provisions of the law of Israel regarding the
allowance as & credit agamst Israel tax of tax payable in a terntory outside
Isracl (which shall not affect the general principle hereof):

(@) subject to sub-paragraph (b) of this paragraph, Usnited Kingdom
tax payable under the laws of the Umted Kingdom and m
accordance with this Convention, whether directly or by
deduction, on profits, ncome or chargeable gains from sources
withm the Umted Kingdom shall be allowed as a credit agamst
any Israel tax computed by reference to the same profits, 1ncome
or chargeable gains by reference to which the Umted Kingdom
tax 1s computed ,

(b) m the case of a dividend paid by a compeny which is a resident of
the Umted Kingdom to a company which 15 a resident of Israel
and which controls directly or indirectly at least 10 per cent of
the voting power 1 the company paying the diwvidend, the credit
shall take mnto account (in addition to any Umted Kingdom tax
creditable under the provisions of sub-paragraph (a) of this
paragraph) Umited Kingdom tax payable by the last-mentioned



company n respect of the profits out of which such dividend g
pad "

ARTICLE 9
Paragraph (3) of Article XXJ of the Convention shall be deleteq and

replaced by the following
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**(3) The taxation on a permanent establishment which an enterprige
of one of the ternitories has in the other terntory shall not be less favourably
levied m that other terntory than the taxation levied on enterprises
of that other territory carrying on the same activities

(3A) Nothing contained 1n this Article shall be construed as obliging
either contracting Party o grant to individuals not resident ;g
territory any of the personal allowances, rehiefs and reductions for ax
purposes which are granted to individuals so resident, nor as conferring any
exemption from tax 1n one of the territories in respect of dividends pad
to a company which 1s a resident of the other territory ™

ArTICLE 10
Paragraph (1) of Article XXIV of the Convention shall be deleted and

=replaced by the following

* (1) This Convention shall continue in effect indefinitely but either
Contracting Party may, on or before the thirtieth day of June in any
calendar year after the year 1971 gve, through diplomatic channels, notice
of termmation to the other Contracting Party and, mn such event, this
Convention shall cease to be eflective

@) m the United Kingdom:

(1) as respects 1ncome tax (includmg surtax) and capital gans
tax for any year of assessment beginming on or after 6th April

1n the calendar year next following that 1n which the notice 1
given,
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{(n) as respects corporation tax, for any financial year beginmng on
or after Ist Apul 1a the calendar year next followng that n
which the notice 1s given ,

(») 1n Israel*
as respects JIsrael tax, for any tax year beginming on or after
Ist April 1n the calendar year next following that in which the
notice 1s given "’

ARrTICLE 11

(1) This Piotocol, which shall form an integral part of the Convention,
shall be ratified and the instruments of ratification shall be exchanged as soon
as possible

{2) This Protocol shall enter 1ato force after the expiration of thirty-days
followng the date on which the mnstruments of ratification are exchanged and
shall thereupon have effect

{a) m Israel

i respect of Israel tax for any tax year beginnmng on or after lst
April, 1968 ,

(») m the Umted Kingdom

(1) 1 respect of income tax (mcluding surtax) for any year of
assessment beginning on or after 6th Aprnil, 1968 ,

() 1 respect of capital gams tax for any year of assessment beginning
on or after 6th Apnl, 1968 ,

(1m1) 1n respect of corporation tax for any financial year begmning on
or after 1st April, 1968

(3) Subject to the provisions of paragraph (4) of this Article where any
greater relief from tax would have been afforded by any provision of the
Convention than 1s due under the Convention as amended by this Protoco],
any such provision as aforesaid shall continue to have effect for any year of
assessment or financial year or tax year begmnmg before the entry n force
of this Protocol.
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(4) The provisions of sub-paragraphs (a) and (b) of paragraph (2) of this
Article and of paragraph (3) of this Article shall not apply in relation to
dividends but the provisions of the Convention as amended by this Protaco]
chall have effect 1n relation to dividends paid on or after the date of entry
mto force of this Protocol, and the provisions of the Convention before
amendment by this Protocol shall cease to be effective in relation to dividends
payable on or after the date of entry mnto force of this Protocol

In witness whereof the undersigned. duly authorised thereto by their
respective Governments, have signed tins Protocol

Done 1n duplicate at London, this 20th day of Apnl, 1970, corresponding
to the 14th day of Nisan, 5730, in the English and Hebrew languages, both
texts bemg equally authoritative,

For the Government of the Umted For the Government of Israel
Kmgdom of Great Britaim and
Northern Ireland:

D E. T. LUARD A REMEZ



