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CONVENTION BETWEEN THE REPUBLIC OF CYPRUS AND CANADA
FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF FISCAL EVASION WITH BESPECT TO

TAXES ON INCOME AWD ON CAPITAL

The Jovernment of the Hepubliec of Cyprus and the
Government of Canada desiring to conclude a Converntion
for the avoidance of double taxation and the prevention
of fiscal evasion with respect to taxes on income and an
capltal, have agreed as followa:

I. SCCPE OF THE CONVENTION
Article 1

Feraonal Scope

Thia Convention shall apply to perscna who are
resldents of one or hoth of the Contracting States.
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Article 2

Taxes Covered

1. This Convention shall apply to taxes on income and
on capiltal imposzed on behalfl of each Contracting State,
irrespective of the manner in which they are levied.

2. There shall be regarded as texes on ilncome and on
capital all taxes 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,
a3 well as taxes on capital appreclation.

3. The exiating taxes to which the Convantion shall apply
are, 1In particular:

{a} 1in the case af Canada:
the income taxes imposed by the Government of
Canada,
{hereinafter referred to as "Canadian tax");

(b} In the case of Cyprus:
the income tax and speclal contribution imposed
by the Government of Cyprua,
{hereinafter referred to as "Cyprus tax").

4. The Convention shall apply alaso to any identical
or substantially similar taxes and to taxes on caplital which
are impoged after the date of signature of the Convention
in addition teo, or in place of, the existing taxes. The
Contracting States shall notify each other of changes which
have been made 1n their respective taxation laws.

IT. DEFINITIONE
Article 3

General Definitions

1. In this Convention, unlesa the context otherwise
regquires:

(a) {1} the term "Canada" used in a geagraphical
zense, means the territory of Canada,




(b}

(ol

{dl

{e)

]
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including any area beyond the territorial
waters of Canada which, under the laws af
Canada, 13 an area Within which Canada may
exercise rights with respect to the sea-bed
and sub-soil and thelr natural resocurces;

{11} the term "Cyprus" waed Iin a geographical
sense, means the Bepublie of Cyprua, and
ineludes any area adjecent teo the territo-
rial waters of Cyprus which in accordance
with international law has been or may here-
after be deslgnated, under the lawa of
Cyprus concerning the Continental Shelf,
as an area within which the righta of
Cyprus with respect to the sea-bed and
sub-50il and thelr natural resources may
pe axercised;

the terms "a Contracting 3tate™ and "the other
Cantracting State" mean, a® the context reguires,
Canada or Cyprus;

the term "perzon" includes an individual, an
estate, a trust, a company, 2 partnershlp and any

other body of persons;

the term "company" meand any body carporate or any
entity which is treated as a body corporate for
tax purposes; in French, the term "soclété" alsag
means a "corporation"™ within the meaning of
Canadian law;

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

a resident of a Contracting 5tate and an enter-
prise carried on by a resident of the other
Contracting State;

the term "competent authority" means:

{1) in the case of Canada, the Minister of
National Revenue or hisz authorized repre-

sentative;
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{i1}) in the case of Cyprus, the Directar of the
Department of Inlard Revenue, or hia autho-
rized representative;

(g} the term "tax" means Canadian tax or Cyprus tax,
a3 the Context requires;

(h) the term "national" means:

{i} any individual possessing the nationality
af a Contracting State;

(11} any legal person, partnership and association
deriving its status as such from the lawas in
foree in a Contracting State.

2. As regards the application of the Convention by a
Contracting State any term not defined therein shall, unless
the context otherwise requires, have the meaning which it
has under the law of that State concerning the taxes to which
the Convention appliaes,

Arcicle 4
Realdent

1. For the purposes of this Convention, the term "resident
of a Contracting 3State" means any person who, under the laws
of that State, is liable fo tax therein by reason of his domi-
elle, reaidence, place of management or any other critericon
alf a similar nature.

2. Where by reasan of the proviailons of paragraph 1 an
individual 1s a resident of both Contracting Statea, then
his status shall be determined as follows:

fa) he shall be deemed to be a resident al the State
in which he has a permanent home available to him;
if he has a permanent home available to him in
both States, he shall be deemed to be a resident
of the State with which hiz perscnal and ecornomic
relations are cloaer (centre of vital interests);
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(b) 4if the State in which he has his centre of vital
interesats cannot be determined, or il he has not
g2 permanent home avallable to him in either State,
he shall be deemed to be a reaidant of the State
in which he has an habitual abode;

(o) if he has an kabitual abode in both States ar in
neither of them, he 3hall be deemed to be a resi-
dent of the 3tate of which he 13 & national;

(d) 4if he 13 a naticnal of both 3tates or of nelther
of them, the competent authorities of the Contract-
ing Statea shall settle the guestion by mutual

agreement.

3. Where by reason of the provisions of paragraph 1 a
company 1s a resident of both Contracting States, then its
status shall be determined as follows:

{a) it shall be deemed to be a resident of the State
of which 1t is a national;

f{b) Af it ia a national of neither of the States,
it shall be deemed to ke a reaident of the State
in which 1ts place of effective management is
ajituated.

4., Where by reason of the provisions of paragraph 1 a
person other than an individual or a company 1s a resldent
of both Contracting States, the competent authorities af the
Contracting States shall by mutual agreement endeavour to
settle the guestion and to determine the made of application
of the Convention to such person.

Article §

Pernanent Establiahment

1. For the purposaes of this Convention, the term "permanent
establishment" means a fixed place of business through which
the business of an enterprise is wholly or partly carried on.
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term "permanant establishment" includes especially:

a place of management;

a branch;

an office;

a factory;

a workshop;

a atore or other sales gutlet;

a mine, an oll or gas well, a quarry or any
other place of extraction of natural resources;

a Farm ¢r plantation; and

a place of extraction of timber or forest produce.

3. A building site or constructien or installation pro-
ject constitutes a permanent establishment only 1f 1t lasts

more than six months.

4. Notwithatanding the preceding provisions of this
Article, the term "permanent establishment" shall be deemed
not to include:

(a)

43

(el

(d)

{e}

the uze of faecllities solely for the purpose aof
storage, display or delivery of goods or merchandise
belonging to the enterpriae;

the maintenance of a stock of goods orF merchandise
belanglng to the enterprise sclely lor the purpose
of atorage, display or dellvery;

the malntenance of a stock of goods or merchandi=e
belonglng to the enterprise solely for the purpose
of pracessing by ancther enterprise;

the maintenance of a fixed place of business
solely for the purpose of purchasing goods or
merchandise or for collecting information, for
the enterprise;

the maintenance of a fixed place of business
solely far the purpose of carrying on, for the
enterprize, any other activity o¢f a preparatory or
auxiliary character;
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{F} the maintenance of a Flxed place of business solely
for any comblnation of activities mentioned in sub-
paragraphs (a) to {e} provided that the overall
activity of the fixed place of business resulting
from this combination is of a preparatory or
auxlliary character.

5. Notwithstanding the provisions of paragraphs 1 and 2,
where a person - other than an agent of an independent status
to whom paragraph 6 applies - is acting on behalfl of an
enterprize and haa, and habltually exerclaez In a Contracting
State an authorlity to conclude contracts in the name of the
enterprise, that enterprise shall be deemed to have a permanent
eatablishment in that State in respect of any activities whlech
that person undertakes for the enterprise unless the activi-
ties of auch person are limited to those mentioned in para-
graph 4 which, if exerclsed through a filxed place of business,
would not make this fixed place of business a permanent
establishment under the provisions of that paragraph.

6. An enterprise shall not be deemed to have & permanent
establishment in a8 Contracting 3tate merely because it
carrlea on buslness in that State through a broker, general
commission agent or any other agent of an independent status,
provided that such persons are acting 1in the ordinary course
of their business.

7. The fact that a compary whilch is a resident of a
Contracting 3tate contrals or la controlled by a company
which i3 a resident of the other Contracting 3tate, or
which carrles on business in that cother State (whether
through a permanent establishment or otherwise), shall ret
of itself constitute either company a permanent establishment
of the other,

III. TAXATION OF INCOME

firticle &

Income [rom Immovable Froperty

1. Income derived by a resident of a Contracting 3tate
from immovable praperty (including income from agriculture
or forestry) situated in the other Contracting State may be

taxed in that other State.
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2. For the purposes of this Convention, the term "immovable
property” ashall have the meaning which it has under the law
of the Contracting State in which the property Iin guestion
iz situated. The term shall in any case include property
accessory to ilmmovable property, livestock and equipment used
in agriculture and feorestry, rights to which the provisions of
general law respecting landed property apply, uaufruct of
immovable property and rights to variable or (ixed paymants
az conaideration for the working of, or the right to work,
wmineral deposits, ascurces and other natural resources; ships,
boats and aircraft shall not be regarded as immavable propefty.

3. The provisions of paragraph ! shall apply to income
derived from the direct use, letting, or use in any other

farm af ilmmovable property and te profits from the alienation
of sueh property.

4. The provisions of paragraph2 1 and 3 shall alsoc apply
to the income from immovable property of an enterprisze and
to lncome from immovable property used for the performance of
independent peraonal services.

Article T

Buaineszs Frofits

', The profits of an enterprise of a Contracting State
ahall be taxable only in that State unless the enterprise
cariries on busikess in the other Contracting Stakte through a
permanent establishment situwated therein. IF the enterpriae
carries on or has carried on business aa aforesaid, the profits
af the enterprise may be taxed in the other 3tate but enly so
much of them as is attributable te that permanent establishment.

2. Subject to the provisions of paragraph 3, where an enter-
prise of a Contracting State carries on business in the other
Coantracting State through a permanent eatablishment situated
therein, there ahall in each Contracting 3tate be attributed
to that permanent establishment the profits which it might be
expected to make Lf it were a distinect and separate enterprise
engaged in the zame or similar activities under the same ar

S S e
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similar conditions and dealing wholly independently with the
enterprise of which 1t is a permanent establishment.

3, In the determination of the profits of a permanent
sstabliashment, there ahall be allowed those deductible
expenses which are incurred for the purposes of the permanent
eatablishment including executive and general administrative
expenses, whether incurred in the 3tate in which the permanent
establishment is situated or elsewhere.

4y, HNo profits shall be attributed to a permanent esatablish-
went by reason of the mere purchase by that permanent establish-
ment of goods or merchandise for the enterprise.

5., For the purposes of the preceding paragrapha, the proflta
to be attributed to the permanent establishment ahall be
datermined by the same method year by year unless there is
good and sufficlent reascon to the contrary.

6. Inscfar as 1t has been customary in a Contracting State
to determine the profits to be attrl buted to a permanent
establishment of the basis of an apportionment of the total
profits of the enterprise to its varlous parts, nothing in
paragraph 2 shall preclude that Contractlng State from
detearmining the profits to be taxed by such an apportionment
as may be customary; the method of apportlonment adopted
shall, however, be such that the result shall be in accordance
with the principles contained in this Article,

7. 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 thia Article.

Article B

Shipping. and Air Transport

1. Profits derived by an enterprise of a Contracting
State from the operation of ships or alreraft in international
traffic sHall be taxable only in that State.
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3. HNotwithstanding the provisions of paragraph 1 and
article 7, profits derived from the gperation of ships or
aircraft used prinecipally to transport passengers or goods

‘exclusively between places in a Contracting State may be taxed

in khat $Late..

3. The proviaions of paragraphs and 2 shall also appiy'

to profits referred ta in those paragraphs derived by an
erterprizs of & Contracting State freom its participabion in
a pool, a jeint business or an international operating AZEncy.

Lrticle 9

iszoniated Enterprises

1. Where

{a} an enterprise of a Contracting State participates

directly or ipndirectly in the management, copntroel
ar capital of an entersrise of the other Contract-=

ing State, or _ i

(b] the same persons participate directly or indirectly
in the manzgement, control or capital of an enter-
prise of a Comtracting State and an enterprise of ' ;

the other Contracting State, j

and in either case copdition? are made or imposed between the
two enterprises in their cnm¢ercial or finatclal relations
which differ from theose which would be made between independent
enterprises, then any profits which wouid, tut for those P ]
conditions, have accrued te one of the enterprises, but, by
reason of those conditlons, have not so acorued, may be lnclu-

ded in the profits of that enterprise.and taxed accordicgly.

3. Where a Contracting State includes in the profits af an !
enterprise of that State - and taxes accordingly - profits .
an whioh an enterprise of the other Contracting State has been 5
charged to tax in that other State and the profits so included ;
are profits whiceh would have accrued to the enterprise of the

First-mentioned State if the conditions made befween Lhe two

enterprises had been those which would have been made between
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independent enterprizes, then that other State shall make an
appropriate adjustment te the amount of tax oharged therein
pn those ﬁrnfits. In determining such adjustment, due regard
shall be had to the other provislora of this Convenltion.

'3_ A Cantracting State zhall net change the profits of an
ghterprise in the circumstances referred to in paragfapn 1
after the expiry of the time limits provided In its national
lawa atd, in'any casze, after five years frpm Fhu end of the
year in which the profits which would be subject to suoh

CcANZN: would have acorued Lo an enterprise of Lhal Stale.

4. The pravisicns of parsgraphs 2 and 3 zhall not apply

in the case of fraud, wilful default or neglect.

Article 10
Eiﬁidends

1. Dividends pald oy a conpany whicn is a resldent of a
Contracting State bto a resident of the other Contraciing

State may be taxed in that other 3tate.

2. Hawewver, such dividends may alsa be taxed in Lhe
Contraoting State of which the company paying the dividends
{5 a resident, and according Lo the laws of that Zfate, but
if the reclpient is the beneficlal owner cof the dividenda
the tax so charged shall net sxoeed 15 per cent cf Lhe grosaa
ampunt <1 the dividends. The provisions of thia paragrepn
ahall not affeck the taxation of the vompany on the profits

&t of which the dividends are paid.

3. HNobwithstanding the proviszions of paragraph 2, asz
long as Cyprus does not impeose a tax on dividenda irn addition
to the tax chargeable orn the prefits or income of a company,
dividends paid by a company which is a resident of Cyprﬁs to
& resident of Canada =hall be exempt from any tax in Cyprus
wnigh may be chargeable an dividends in addition to the bax

chargeavle on the profits or income of bthe company.

b, The term. "dividends" =5 used in this Article mearns

income from shares, "jouiszance" zhares or "joulasancel
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righta, mining shares, founders' shares or other rights, not
belng debt-claims, participating in profits, as well as income
which 18 subjected to the same taxation treatment as income
from shares by the lawa of the State of which the company
making the distributlon i3 a reslident.

5. The provislons of paragraph 2 shall not apply 1if the
beneficial owner of the dividends, being & resident of a
Contracting State, carrlea on businesas in the ogther Contract-
ing State of whiech the company paylng the dividends is a
resident, through a permanent establlishment situated therein,
ar performes in that other 3tate independent personal services

from a flxed base situated therein, and the holding in reapect e
of which the dividends are paid 1s effectively connected with

such permanent establishment or flxed base. In such case the
provisions of Article 7 or Article 14, as the case may be,
shall apply.

6, Where a company which is resident of Contracting State
derives profits or income from the other Contracting 3tate,
that other State may not impose any tax on the dividends pa&d
by the company, except insofar as such dividends are pald to
s resident of that other State or insofar as the holding in
respect of which the dividends are pald is effectively connected
with a permanent establishment or a fixed base situated in that
gther State, nor subject the company's undistributed profits
to a tax on undistributed profits, aven if the dividends paid
or the undistributed profits consist wholly or partly of
profita or income arising in such other State.

7. Motwithatanding any provisleon of this Convention a
company which 1s a resldent of Cyprus and which has a perma-
nent establishment in Canada ahall, in accordance with the
provialons of Canadian law, remain subject teo the additional
tax on companles cther than Canadian corporatidns, but the
rate of such tax shall not exceed 15 per cent.

Article 11
Intereat

1, Interest arising in a Contracting State and paid to a
resident of the other Contracting State may be taxed in that
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2. However, such interest may alsc be taxed in the
Contracting State in whilch it arises, and according to the
laws of that 3tate, but if the recipient is the beneflcial
owner of the interest the tax so charged shall not exceed 15
per cent of the gross amount of the intereat,

3. HNotwithatanding the provisions of paragraph 2,

{a} interest arising in a Contractling State and pald
in respest of a bond, debenture or octher asimilar
obligation of the government of that Contracting
State or of a political subdivision or local
authority thereof shall, provided that the interest
1s beneficially owned by a resident of the other
Contracting State, be taxable conly in that other
State;

{b} 1interest arising in Cyprus and paid to a reaident
of Canada shall be taxable only In Canada 1f it
is paild in respect of a lcan made, guaranteed or
insured, or a credit extended, guaranteed or
insured by the Export Development Corporation; and

{e) interest arising 1n Canada and pald to a resident
of Cyprus shall be taxable only in Cyprus 1f it i=s
pald in respect of a loan made, guaranteed or
inaured, or a credit extended, guaranteed or insu-
red, by the Export Credit Insurance Service of the
Miniatry of Commerce and Induatry.

4. The term "inter=at" as used in this Article means income
from debt-claims of every kind, whether or not sacured by

mortgage, and whether or not carrying a right to participate
in the debtor*s proflts, and in particular, ilncome from

governent securities and income from bonda or debentures,
ineluding premiums and prizes attaching to such securities,
bonds or debentures, as well as income which la aubjected to
the same taxation treatment as income from money lent by the
laws of the State in which the income arises., However, the
term "interest"does not include income dealt with in Article
10.
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5. The provislona of paragraph 2 shall not apply if the
beneficial owner of the interest, being a resldent of a
Contracting State, carries on business in the other Contracting
State in which the intereat arises through a permanent establi-
shment altuated therein, or performs in that other State inde-
pendent personal services from a fixed tase sltuated therein,
and the debt-claim in reaspect of which the interesat 13 pald is
effectively connected with such permanent establishment or
fixed base. In such case the provisicns of Article T or
Article 14, as the case may be, shall apply.

6. Interest shall be deamed to arise in a Contracting State
when the payer is that State itselfl, a political subdivision,
a local authoerity cor a resident of that State. Where, however,
the person paying the interest, whether he is a resldent of a
Contracting State or not, has in a Contracting State a perma-
nent esatablishment or a fixed base In connection with which
the indebtednsss on which the intereat 1= paid was ilncurred,
and zuch interest is borne by such permanent estabvliashment or
fixed base, then such interest shall be deemed to arise in the
State in which the permanent establishment or fixed base 18
altuated.

T. Where, by reason of a apecial relationship between the
payer and the beneficial owner or between both of them and
some other perscon, the amount of the intereat, having regard
to the dett-claim for which it is pald, exceeds the amount
whiech would have been agreed upon by the payer and the bene-
ficial ownar in the absence of such relaticonship, the pro-

visions of this Article shall apply only to the laat-mentioned
amount. In such case, the excess part of the payments shall

remain taxable according to the laws of each Contracting
State, due regard belng had to the other provisions of this
Convention.

Article 12
Huxaltiea

1. FRoyaltles arising in a Contracting State and paild to a
resident of the other Contracting State may be taxed in that
other State.
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2, However, 3uch royaltlea may al'so be taxed in the
Contracting State in which they arise, and according to the
laws of that State, but if the recipient 1s the beneficial
owner of the royalties the tax so charged shall not exceed 10
per cent of the gross amount of the royalties.

3, Neotwithstanding the provisions of paragraph 2, copyright
royalties and other like payments in respect of the production
or reproduction of any literary, dramatie, musaical eor artistic
work (but not including royalties in respect of metion picture
films and works on film or videpotape for use in connection
with televiaion) arising in a Contracting State and paid to a
resident of the other Contracting State who is subject to tax
thereon shall be taxable only in that other State.

4, The term "royaltlea" as used Iln this Article means pay-
ments of any kind received as a conslderation lfor the use of,
or the right to use, any copyright, patent, trade mark, deszsign
or model, plan, secret formula cor process, or for the use of,
or the right to use, lndusatrial, commercial or scientifile
equipment, or for information concerning industrial, commercial
or sclentific experience, and includes payments of any kind
in respect of motion pleture films and works on film or video-
tape for use in connectlon with television.

5. The provisions of paragraphs 2 and 3 shall not apply if
the benefielial owner of the royalties, being a resident of a
Contracting State, carries on buaineas 1In the other Contract-
ing State in which the royalties ariase through a permanent
eatablishment aituated therain, or performs in that other
State independent personal services from a fixed base siltuated
therein, and the right or property in reapsct of which the
royalties are pald is effectively connected with such permanent
establiahment or fixed base. In =uch case the provisions of
Article 7 ar Article 14, as the case may be, shall apply.

6. FRoyalties shall be deemed to arise in a Contracting
State when the payer 13 that State itselfl, a political sub-
division, a local authority or a resident of that State. Where,
hawsver, the person paying the royaltiea, whether he i3 a
reajident of a Contracting State or not, has in & Contracting
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State a permanent establishment or fixed base in connection

with whieh the cbligation to pay the royalties was incurred,
and such royalties are borne by such permanent establishment
or fixed base, then such royalties shall he deemed to arise

in the State in which the permanent establishment or rixed

base 13 altuared,.

T. Where, by reason of a special relationshlp between the
payer and the beneficial owner or between both of them and
gome ather person, the amount of the royalties, having regard
to the use, right or information for which they are paid,
exceeds the amournt which would have been agreed upon by the
payer and the beneficlal owner in the absence of such relation-
ship, the proviasilens of this 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 provialons
of this Convention.

Article 13

Capltal Galns

1. Galns derived by a resident of a Contracting State from
the alienation of immovable property =situated in the other
Contracting State may be taxed in that other State.

2. Gains from the alienation of mavable property forming
part of the business property of a permanent establishment
which an enterprise of a Contracting 3tate has in the other
Contracting State or of movable property pertaining to a fixed
base avallable to a resident of a Contracting State in the
other Contracting State for the purpose of performing inde-
pendent personal services, including sueh gains from the
allenation of such a permanent establishment (alone or with
the whole enterprise) or of such a fixed base may be taxed
in that other State. '

3. fQalns from the alienation of ships or aircraft operated
in international trafiic and movable property pertaining to
the operation of such ships or alreraft, shall be taxable only
in the Contracting State in which such property is taxable
agoording to paragraph 3 of Article 23,
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4., Gains from the alisnation of

{a} shares of the capltal stock of a company the
property of which censists principally of lmmovable
property situated in a Contracting 3tate, and

(b} an interest in a partrerahip, trust or estate,
the property of which consists prineipally of
immovabie property situated in a Contracting State,

may be taxed by that State. For the purposes of this para-
graph, the tepm "immovable property" includes the ahares af a
company referred to in subparagraph {a) or an interest in a
partnerhsip, trust or estate referred to in asubparagraph {b).

5, Gains frem the alienation of any property, other than
that referred to in paragraphs 1, 2, 3 and % shall be taxable
only in the Contracting State of which the alienator is a
resident.

6. The provisions of paragraph 5 shall not affect the right
of either of the Contracting States to levy, according to its
law, a tax on gains from the alienation of any property derived
by an indlvidual who is a resident of the other Contracting
State and has been a resident of the first-mentioned State at
any time during the six yeara immediately preceding the
alienation of the property.

Article 14

Independent Fersonal Services

1. Income derived by a resident of a Contractlng State
in respect of profeasional aervices or other activities of an
independent character shall be taxable only in that State
unless he has a fixed base regularly available to him in the
other Contracting State for the purpose of performing his
acpivities. I he has such a fixed base, the income may be
taxed 1n the other State but only 3o much of it as 18 attri-
butable to that flxed base.

2. The term "professional services" {ncludes especially
independent sclentific, literary, artistile, educatiomal or
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teaching activities as well as the lndependent activities
of physliciana, lawyers, engineers, archltects, dentists and
accountants,

Article 15

Dependent Personal Services

1. Subject to the provisions of Articles 16, 18 and 19, sala-
ries, wages and other similar remuneration derived by a reai-
dent of a Contracting State 1in respect of an employment shall
be taxable only in that State unless the employment 1s
exerclsed in the other Contracting 3tate. If the emplovment
is so exercised, such remuneration as is derived thereflrom may
e taxed in that other State,

2, MWotwithatanding the provisions of paragraph 1, remune-
ration derived by a resident of a Contracting 3tate 1in respect
of an employment exercised in the other Contracting State shall
be taxable only in the first-mentioned State 1f the recipient
1s present in the other State for a periecd or periocds nac
exceeding in the aggregate 183 days in the calendar year
concerned, and either

{a) the remuneration earned in the other Corntracting
State 1in the calendar year concerned does not
exceed three thousand Canadian dollars ($3,000)
or its eguivalent in Cyprus peounds; or

{t) the remuneraticn is paid by, or on behall of, an
employer who 13 not a resident of the other State,
and such remuneration 1s not borne by a permanent
eatablishment or a fixed base which the employer
has in the other State,

. Notwithstanding the preceding provisions of this Article,
remuneration in respect aof an employment exercised abeard a
ship or aircraft operated in international traffiec by an
enterprise of a Contracting State, shall be taxable cnly in
that State,




149
Article 16

Directors' Fees

Directora' fees arnd other similar payments derived by
a realdent of a Contracting 3tate in his capacity as a member
of the board of directors or a similar organ of a company
wWwhich 1s a resident of the other Contracting State, may be
taxed in that other 3State.

Article 17

Artistes and Athletes

1. Notwithstanding the provisions of Articles 7, 14 and
15, income derived by a realdent of a Contracting State as
an entertalner, s2uch as a theatre, motion plecture, radic or
television artiste, or a musician, or as an athlete, from his
personal activities as such exercised in the other Contracting
State, may be taxed in that other State.

2. Where income in respect of personal activitlea exerclaed
by an entertainer or an athlete in his capacity es such accarues
not te the entertainer or athlete himself but to ancther
peraon, that income may, ndtwithstanding the provisions of
Artieles 7, 14 and 15, be taxed in the Caontracting State in
which the activities of the entertainer or athlete are

exerolaed,

3, The provisions of paragraph 2 shall not apply 1f it is
established that nelther the entertalner or the athlete haor
persons related thereto, participate directly or indirectly
in the profits of the person reflerred to in that paragraph.

4. The provislons of paragraphs 1 and 2 shall not apply:

fa) to income derived from activities performed in a
Contracting State by entertainers or athletes {r
the visit to that Contracting State is substantially
supported by public funds of the other Contracting
State, including any political subdivision, local
authority or statutory body thereof;
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{b} to a non-profit organization ho part of the income
of which was payable to, or was otherwise available
for the perscnal benefit of, any proprietor, member
or shareheolder thereof; or

{e} ko an entertainer or athlete in respect of
gervices provided to an corganizaticon referred to
in subparagrapn {b).

Article 18

Fensions and Annuities

1. Pensions arising in a Contracting State and paid to a
resident of the other Contracting State may be taxed in that
ckbther State. However, suech pensions may alsc be taxed in the
first-mentioned Contracting State but only to the extent that
the total amount thereof paid in any taxation year to a presi-
dent of the other Contracting State exceeds ten thousand
Canadian dollars ($10,000) or its equivalent in Cyprus pounds.
However, in the case af periodic pensien pavwents, the tax so
charged shall not exceed the lesser of

{a} 15 per cent of the gross amount of the payment, and

(bl the rate determired by reference to the amount of
tax that the recipient of the payment would other-
wise be required to pay for the year on the tatal
amount aof the periadic pernsion payments received
by him in the year, {f he were resident in the
Contracting State in which the payment arises,

The competent authorities of the Contracting States may, 1f
necessary, agree to modify the above-menticned amount as a
result of meonetary or economic developments.

2. Annuities arising in a Contracting State and paid to a
resident of the other Contracting State may be taxed in that
other State,

3. Annuities arising in a Contracting State and paid to
a resldent of the other Contracting State may alse be taxed
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in the State in which they arise, and according to the law of
that State: but the tax so charged shall not exceed 15 per
cent of the portion thereaof that is aubject to tax in that
state. However, this limitation dees not apply to lump-sum
payments arising on the surrender, ecancellation, redemption,
sale or other alienation of an annuity, or to payments of

any kind under an income-averaging annulty contract.

k. Hotwithstanding anything in this Conventicon, penslans
paid by, or out of funds created by, Cyprus cor a political
subdivision or a local authority thereof to an individual
in respect of services rendered to Cyprus ar subdivision or
authority shall be taxable only in Cyprus.

5. MNotwithstanding anything in this Convention:

{(a) social security pensions, penslens and allowances
in respect of military service and any other
comperdation for an injury or damage austained as
a result of hostilities or past political perse-
cution arising in a Contracting State and paid to
a resident of the other Contracting State shall be
taxable only in the first-mentioned State;

{b) alimeny and other similar payments arising in a
Contracting State and paid to a resident of the
other Contracting State who is aubject to tax
therein in respect thereal, shall be taxable only
in that other State,

Artilcle 1%

Government 3ervice

1. (a) HRemuneration, other than a pension, paid by a
Contracting State or a political subdivision ar
a local authority thereof to an individual in
respect of servicesa rendered to that State or
aubdivision or authority shall be taxeble only
in that State,

{b} However, such remuneration shall be taxable only
in the other Contracting State 1if the servicea



152
are rendered in that State and the individual is
a resident of that State who:

(1) 1is a national of that State; or

(11} did net become a resident of that
State molely for the purpose aof
rendering the servipoes.

2. The provisions of paragraph 1 shall not apply to
remuneration in reapect of services rendered in connection
Wwith a business carried on by a Contracting State or a poli-
tical subdivision or a local authority thereof.

Article 20
Students

Payments which a student, apprentice or business tralnee
who ia, or was immediately before visiting a Contracting State,
a resident of the other Contracting State and who is present
in the firat-mentioned State solely for the purpose of his
education or training receives for the purpose of his mainte-
nance, educaticon or tralning shall not be taxed in that State,
provided that such payments arise from sources outside that
State.

Article 21
Other Income

1. Subject to the provisions of paragraph 2 of thia
Article, items of income of a resident of a Contracting
State, wherever arising, not dealt with in the foregoing
Articles of this Conventlon shall be taxable only in that
State.

2. However, Lf such income is derived by a resident of a
Contracting State from scurces in the other Contracting State,
such lncome may alzo be taxed in the State in whieh it arises,
And according to the law of that State, However, in the case
of income from an estate or trust, the tax so charged shall,
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provided that the income is taxable in the Contracting State
in which the recipient resides, not exceed 15 per cent of the
groas amount of the income.

Article 22

Limitation of Relief

Where under any provision of this Convention income
is relieved from tax in one of the Contracting States and,
under the law in force in the other Contructing State, a
persen, 1in respect of the sald income, is subject to tax by
reference to the amount therecof which is remitted te or
recelved in that other Contracting State and not hy reference
to the full amount thereof, then the relief to be allowed
under this Conventiaen in the first-mentioned Contracting
State shall apply only to =o much of the income as is remitted
to or received in the other Contracting State.

IV. TAXATION OF CAPITAL

Article 23

Capital

t. Capital repreaented by immovable property owned by a
resident of a Contracting 3tate and situated in the other
Contracting State, may be taxed irn that other State.

2. Capital represented by movable property forming part of
the business property of a permanent establishment which an
enterprise of a Contracting State has in the other Contracting
State or by movable property pertaining to a fixed base avail-
able to a resident of a Contracting State in the other Contra-
eting 3tate for the purpose of performing independent persconal
services, may be taxed in that other State.

3. Capital repressnted by ahlps and alrcraft operated by
an enterprise of a Contracting State in international traffie
and by movable property pertaining te the cperation of such
ahips and alreraft, shall be taxable only in that State.
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other elements of capital of a resident of a

Contracting 3tate zhall be taxable only in that State.

V.

METHODS FOR PREVENTION OF DOUBLE TAXATION

Article 24

Elimination of Deuble Taxaticon

1. In the case of Camada, double taxaticon shall be avaided

a3 follows:

(a}

(b)

Subject to the existing provizions of the law of
Canada regarding the deductlon from tax payable

In Canada of tax paid in a territory ocutside Canada
and to any subsequent modification of those
provisions -- which shall not affect the general
principle herecf -- and unless a greater deduction
or relief is provided under the laws of Canada,

tax payable in Cyprus on profits, income or gains
arising in Cyprus shall be deducted frem any Cana-
dian tax payable in respect of such profits, inceome
ar galna.

Subject to the existing provisiona of the law of
Canada regarding the determination of the exempt
surplus of a foreign affiliate and to any subse-
quent modification of thesze provisions -- which
shall not affect the general} prineiple herecf --
for the purpose of computing Canadian tax, a
company resident in Canada 2hall be alleowed to
deduct in camputing its taxable income any dividend
recelved by it out of the exempt surplus of a
foreign affiliate reszident in Cyprus.

2. For the purpecses of paragraph 1(a), tax payable in
Cyprus by a resident of Canada

(i)

{11)

in respect of profits attributable ta a trade
or busiress carried on oy 1t in Cyprus, or

in respect al interest received by it from a
resident of Cyprus,
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ahall be deemed to include any amount which would have been
payable as Cyprus tax for any year but for an exempticon from,
or reduction of, tax granted for that year or any part there-

under any of the followlng provisions, that is to =say:

{a} Section 10 of the Income Tax Laws 195671 to 1977 so
far a3 it was in force on, and has not been modi-
fied sing¢e, the date of aighature of this Corn-
vention, or haz been modifled only in minor respeots
za as nhot to affect 1ta general character, provided
the interest i3 certified by the competent autheority
of Cyprus as being payable in respect of a loan made
for the purposes of promoting development in Cyprus;
except to the extent that the said provision has the
effect of esxenpting cor relieving a source of income
Fer a period in excessa of ten years;

{b} 1in the case of any approved capital expenditure
any amount whieh would have been payable as Cyprus
tax but for an investment deductior allowed under
Section 12{2)¥ (b} or (o) of the Cyprus Income Tax
Laws 1967 to 1977 (so far aa they were in force on,
and have not been modified sinece, the date of
signature of this Convention or have been modified
only in minor respect 3o a3 not to affect their
general character). For the purpase of this sub-
paragraph the term "approved capital expenditure*
means capital expendlture which is ircurred, on or
after the date of signature of this Convetnion and
net later than 5 years after the commercement af
the trade or business in quesation by an enterprise
wholly or mainly engaged in the hotel business or
in aectivities falling within ene of the fallowing

classes:
{1} manufacturing, assembling or processing:

{il} canstruction, civil engineering or ship-
building; or
(11i) electriecity, hydraulic power, gas er wWa.er

supply; '
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and which 13 certified by the competent authority
ef Cyprua as incurred for the purposes of promoting
develocpment in Cyprus;

fe) ary cther provisicn which may subsequently be made
granting an exemption or reduction of tax which
is agreed by the competert authorities of the
Contracting States to be of a substantially similar
character, 1f 1t has not been modified thereafter
or has been madified only in minor reapecis ac as
‘not to affect ita gpeneral character,

3. In the case of Cyprus, subject to the existing provisions
of the law of Cyprus regarding the deduction from tax payable
in Cyprus of tax paid in a territory outside Cyprus and to any
aubsequent modificatioan of those provi=ions -- which shall
not affect the general principle herecf -- and unless a greater
deduction er relief ia provided under the laws af Cyorus, tax
payable in Canada on profits, income or gains arising in
Carnada shall be deducted from any Cyprus tax payable in
respect of such profits, income or gains,

4. For the purposes of this Article, profits, income or
gains of a resident of a Contracting State, which aie taxed
in the other Contracting State in acocordance with this
Convention ahall be deemed to arise from sources in that othep
State,

VI, SPECIAL PROVISIONS
Article 25

Non-Diserimination

1. The naticnals of a Contracting State shall not be
subjected in the cther Contracting State to any taxation or
any reguirement connected therewith which is cther or mare
burdensome than the taxation and connected requirements to
which nationals of that other State in the =ame circumstances
are or may be subjected.
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2. The taxation on a permapnent establishment whlch an
enterprise of a Contracting State has in the cther Contracting
State shall not be less favourably levied in that other State
tharn the taxatlon levied on enterprises of that gther State
carrying on the same activities,

1. HNothing in thias Article shall be construed as obliging
a Contracting State to grant to residents of the octher
Contracting State any persongl allowancea, relisfs and redu-
ctions for taxation purposes on account of civil atatus or
Family responsibilities which it grants te 1ts own residents.

4. Enterprises of a Contracting State, the capltal of
which 13 wholly or partly owned or controlled, directly or
indirectly, by one or more residents of the osther Contracting
State, shall not be subjected in the firast-mentioned State to
any taxation or any requirement connected therewith which is
other or more burdenszome than the taxation and connected
requirements to which other similar enterprises of the first-
mentioned State, the capital of which is wholly or partly owned
or controlled, directly or indirectly, by one or more residents
ef a third State, are or may be subjected.

5. In this Articele, the term "taxation" means taxes whirh
are the subject of this Convention,

Article 26

Mutual Agreement Procedure

1. Where a person conailders that the actions of one or
both of the Contracting States result or will result for him
in taxation not in acecordance with the provisions of this Con-
venticn, he may, irreapective of the remedies provided by the
domestic law of those States, address to the competent aubhoritﬂ
of the Contracting State of which he 13 a resident an appli-
cation in writing stating the grounds for clalming the revision
of such taxaticn. To be admissible, the =aid application must
be submitted within two years from the firat notification of the
action which gjves rise to taxation not in accordance with the
Convention.
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2. The competent authority referred to in paragraph 1
shall endeavour, if the objection appeara to 1t to be justified
and 1f it is not itself able teo arrive at an approprlate solu-
tior, to resolve the case by mutual agreement with the compe-
tent authority of the other Contracting State, with a view to
the avoidance of taxatien not in accordance with the Convention.

3. A Contracting State shall not, after the expiry of the
time limits provided in its patienal laws and, in any case,
after five years from the end of the taxable periocd in which
the income concerned has acerued, increase the tax base of a
resldent of elther of the Contracting States by including
therein items of income which have alao been charged to tax
in the other Contracting State. This paragraph shall not
apply in the casze of fraud, wilful default or neglect,

4., The competent authorities of the Contracting States shall
endeavour to resclve by mutual agreement any difficulties or
doubts arising as to the interpretation or application of the
Convention., In particular, the competent authorities of the
Contracting States may consult together to endeavour to agree:

fa) to the same attribution of profits to a resident
of a Contracting State and its permanent establish-
ment s2ituated in the other Contracting State;

{t] to the game allocation of income between a resident
of a Ceontracting State and any asscciated perscon
provided for in Article 9.

5. The competent authorities of the Contracting States
may conault together for the elimination of double taxation
irn cases not provided for in the Convention.

Article 27

Exchange of Information

1. The competent authorities of the Contracting States
shall exchange such information as i1s necessary for carrying
out the provisions of this Conventlon or of the domeatic laws
of the Contracting States concerning taxes covered by the
Conventlon inscfar as the taxation thereunder is not contrary
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to the Convention. The exchange of information is not reatris-
eted by Artiecle 1. Any information received by a Contracting
3tate shall be treated as secret in the same manner as infor-
mation obtained under the domestic lawa of that State and shall
be disclosed only to persons or authorities (including ecourts
and administrative bodies) involved in the assessment op
cellection of, the enforcement in respect of, or the determi-
nation of appeals in relation to, the taxes coversed by the
Convention. Such persons or authoritles shall use Ehe
information onrly for such purposes. They may di=close the
informatien in public aourt proceedings or 1in judicial

decisiona,

2. In no case 3hall the proviaions of paragraph 1 be
construed so as to impose on a Contracting State the obli-
gation:

fa) to carry out administrative meazures at varlance
with the laws or the administrative practice of
that or of the other Contracting State;

{(b) to supply information which 1s not obtainable under
the laws or in the normal course of the admini-
atration of that or of the other Contracting
State;

{e] to supply information which would dizclosze any trade,
business, industrial, commercial or professional :
secret or trade process, or information, the dis-
clasure of which would be contrary to publie pelioy
{ordre publiec).

Article 28

Diplomatic Agents and Consular Officers

1. Nothing in this Convention =shall affect the fisecal
privileges of diplomatic agents aor cornsaular officers under
the general rules of international law or under the provisions
of apecial agreements.




160

2. MHotwithstanding Article 4 of the Convention, an indivi-
dual who 13 a member of a diplomatic mission, econsular post
ar permanent mission of a Contracting State which is situated
in the other Contracting State or in a third State shall be
deemed for the purpeoses of the Convention to be a resident
of the sepding State if he is liable in the sending State to
the same obligations in relation te tax on his total world
lncome as are realdents of that sending State.

3. The Convention shall not apply to International Organi-
zatlons, to organs or officials thereof and to perséna who are
members of a diplomatic mission, consular past or permanent
mlssion of a third State, being present in a Contracting State
and whe are not liable in either Contracting State to the same
cbligations in relation to tax on their total world income as
are reaidenta thereof,

Article 29

Miscellaneous Rules

1. The pravislens of this Convention ahall not be construed
to restrict in any manner any exclusion, exemption, deduction,
credit, or other allowance now or hereafter accopded

(a) by the laws of a Contracting State in the determi-
nation of the tax imposed by that State, or

{b} by any other agreement entered into by a Contract-
ing State.

2. Nothing in the Corvention =hall be construed as prevent-
ing Canada from imposing a tax on amounts included ipn the
incaome of a resident of Canada according to section 91 af the
Canadian Income Tax Act.

3. This Convention shall not apply to companies entitled
to any special tax benefit under paragraph (w) of Sectiap 8
and Section 288 of the Income Tax Laws 1961 to 1977. This
Conventicn ahall alsec not apply to companies entitled to any
special tax benefit under any substanially similar Law sub-
sequently enacted by Cyprus in addition to, or in place of,
the Laws mepticned above,
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4., The competent authorlities of the Contracting States may
communicate with each other directly for the purpoae of apply-
ing the Convetnilon.

VII. FINAL PROVISIONS

Artlele 30

Entry intc Force

1. Thias Ceonvention shall be ratified and the instruments
of racification zhall be exchanged at Ottawa.

£. The Convention shall enter inte force upon the exchange
of instruments of ratification and its provision shall have
elfect:

{a} 1in Canada:

(£} 1n respect of tax withheld at the saurce on
amcunta pald or eredited to non-residents on
cer after the first day of January in the
calendar year in which the exchange of
instruments of ratification takes place;

and

(i1} 1in respect of other Canadian tax for taxation
years begZinning on or arfter the firat day of
January in the calendar year im which the
exchange of instruments of ratification takes
place;

(b} In Cyprus:

In respect of Cyprus tax for any year of assessment
beginning on or after the lirst day of January in
the calendar year in which the exchange of instru-
ments of ratification takes place.
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Article 31

Termination

This Conventian shall continue in effect indefinitely
but either Contracting State may, on or before June 30 in any
calendar year after the year al the exchange of instruments
of ratification; give to the other Contracting State a notice
of termination in writing through diplematic ehannels; in
guch event, the Conventlon shall cease to have effect:

{a) in Canada:

(i} 1in respect of tax withheld at the scurce
on amounts paid or credited te non-residents
on or after the first day of January in the
calendar year next following that in which
the notice is given; and

(i1) in respect of other Canadian tax for taxation
Years beginning on or after the first day of
January in the calendar year next fellowing
that in which the notice is given;

(b} In Cyprus:

In respect of Cyprus tax for the years of assessment
beginning on or after the 18t day of January in the
calendar year next following that im which the
natice i3 given.

IN WITNESS WHEREOF the undersigned, duly authorized
to that effect, have 3lgned this Convention.
DONE in duplicate at Nicosia, this 2nd day of May, 1984 in
the English and French languages, each verslon belng equally

authentic.
CH, BADJIFARAYIOTOU V.G. TURNER
FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT

REFUBLIC OF CYPRUS OF CANADA




