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CONVENTION BETWEEN THE REPUBLIC OF CYPRUS
AND
THE SOCIALIST
FEDERAL REPUBLIC OF YUGOSLAVIA FOR THE AVOIDANCE OF DQUBLE
TAXATION WITH RESPECT TO TAXES ON INCOME
AND ON CAPITAL
NICOSIA, JUNE 1985

THE REPUBLIC OF CYPRUS

and

THE SOCIALIST FEDERAL REPUBLIC OF YUGOSLAVIA

DESIRING to conclude a Convention for the avoidance of double taxation with
respect to taxes on income and on capital HAVE AGREED AS FOLLOWS:

Article 1
PERSONAL SCOPE

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

Article 2
TAXES COVERED

1. This Convention shall apply to tax-
es on income and on capital imposed
on behalf of a Contracting State or a
political sub-division or a local author-
ity thereof, irrespective of the manner
in which they are levied.

2. There shall be regarded as taxes
on income and on capital all taxes im-

posed on total income, on total capi-
tal, or on elements of income or of
capital, including taxes on gains from
the alienation of movable or immova-
ble property, taxes on the total
amounts of wages or salaries paid by
enterprisgs, as well as taxes on capi-
tal appreciation,

3. The taxes to which the Convention
shall apply are:
(a) in Yugoslavia:

{i} the tax on income of a basic

organisation of associated
labour,

{i} the tax on a worker's per-
sonal income;

(i) the tax on personal income
from independent agricultu-
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ral activity;

(v} the tax on personal income
from independent economic

activity;
{v) the tax on personal income
from independent profes-

sional activity;
(Vi) the tax on personal income

from copyrights, patents and
technical innovations;

(vii) the tax on revenue from cap-
ital and capitaf rights;

(viii) the tax on capital;

{ix) the tax on total revenue of
citizens;

{x} the tax on income of a for-

eign person from etponomic
and professional activities:

{xi) the tax on a comp<nsation
af a fareign person from in-
vestments in a domestic or-
ganisation of associated la-
bout;

(xii) the tax on income of a for-
eign person from investment
projects;

(xiii) the tax on revenue of a for-
eign person from passenger
and cargo transport;

(hereinafter referred to as "Yugoslav
tax");
(b) in Cyprus:
(I} the income tax;
(i)  the capital gains tax:
(i) the immovable property tax;
{iv) the special contributipn;

(hereinafter referred to as "Cyprus
tax").

4. The Convention shall apply also to
any identical or substantially similar
taxes which are imposed after the
date of signature of the Convention in

addition to, or in place of, the existing
taxes. The competent authorities of
the Contracting States shall notify to
each other any substantial changes
which have been made in their te-
spective taxation laws.

Article 3
GENERAL DEFINITIONS

1. For the purpose of this Convention:

{(a) the term "Yugoslavia" means the
Socialist Federal Republic of Yyu-
goslavia, and when used in a ge-
ographical sense it means the
territory of Yugoslavia and an ar-
ea beyond the territorial sea of
Yugoslavia within which Yugosla-
via may, on the basis of the integ-
nal law and in accordance with
Infernatipnal faw, exercise the
rights ta exploration and exploita-
tion of the sea-bed and subsoil
and their natural resources:

(b) the term "Cyprus" means the Re-
public of Cyprus, and when used
in a geographical sense it means
the territory of Cyprus and an ar-
ea beyond the territorial sea of
Cyprus within which Cyprus May,
on the basis of the internal law
and in accordance with interna-
tional law, exercise the rights to
exploration and exploitation of
the sea-ped and subsoil and their
natural resources;

(c) the terms "a Contracting State"
and "the other Contracting State"
mean Yugosfavia or Cyprus as
the context requires;

(d) the term "national" means:

() in the case of Yugoslavia,
any individual possessing
the nationality of the Social-
ist Federal Republic of Yu-
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goslavia under the Yugoslav
laws;

(i) in the case of Cyprus, ali in-
dividuals possessing the na-
tionality of Cyprus, and all le-
gal perseons, parnerships
and associations deriving
their status as such from the
laws in force in Cyprus;

{e) the term "person”:

{i) in the case of Yugoslavia,
means an individual and any
legal person;

(i) in the case of Cyprus, in-
cludes an individual, a com-
pany and any other body of
persons;

(f) the term "company” means:

(i} inthe case of Yugoslavia, an
organisation of asscciated
labour and any other legal
person subject to tax;

{iiy in the case of Cyprus, any
body corperate or any entity
which is treated as a body
corpoerate for tax purposes,

{g) the terms "enterprise of a Con-
tracting State" and "enterprise of
the other Contracting State”
mean, as the context requires, in
the case of Yugoslavia, an organ-
isation of associated labour and
other self-managed organisation
and community, working people
who individually perform activity
independently and an enterprise
established outside the territory
of Yugoslavia carried on by a res-
ident of Yugosiavia, and in the
case of Cyprus an enterprise car-
ried on by a resident of Cyprus;

(h) the term ‘internaticnal traffic"
means any transport by a ship or
aircraft operated by an enterprise
which has its place of effective

management in a Contracting
State, except when the ship of
aircraft is operated solely be-
tween places in the other Con-
tracting State;

{) the term ‘competent authority”
means:

(i} in the case of Yugoslavia,
the Federal Secretariat of Fi-
nance or its authorised rep-
resentative;

(i) in the case of Cyprus, the
Minister of Finance or his
authorised representative.

2. As regards the application of the
Cenvention by a Contracting State
any term not defined therein shall
have the meaning which it has under
the laws of that State concerning the
taxes to which the Convention ap-
plies.

Article 4
RESIDENT

1. For the purposes of this Conven-
tion, the term "“resident of a Contract-
ing State" means any person wha,
under the laws of that Siate, has in
that State his domicile, residence,
place of management or any other
criterion of a similar nature.

2. Where by reason of the provisions
of paragraph 1 of this Aricle an indi-
vidual is a resident of both Contract-
ing States, then his status shall be
determined as follows:

(a) he shail be deemed to be a resi-
dent of 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 1o be
a resident of the State with which
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his personal and economic rela-
tions are closer (centre of vital in-
terests);

(by if the State in which he has his
centre of vital interests cannot be
determined, or if he has not a
permanent home available to him
in either State, he shall be
deemed to be a resident of the
State in which he has an habitual
abode;

{c} if he has an habitual abode in
both States or in neither of them,
he shall be deemed to be a resi-
dent of the State of which he is a
national;

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

3. Where by reason of the provisions
of paragraph 1 of this Article a person
other than an individual is a resident
of both Contracting States, then it
shall be deemed to be a resident of
the State in which its place of effec-
tive management is situated.

Article 5
PERMANENT ESTABLISHMENT

1. For the purposes of this Conven-
tion, the term "permanent establish-
ment" means a fixed place of busi-
ness through which the business of
an enterprise is wholly or partly car-
ried on.

2. The term "permanent establish-
ment" includes especially:

(a} a place of management;

(b} a branch;

{c) an office;

(d) a factory;
(e} a workshop, and

(f)y a mine, an oil or gas well, a quar-
ry or any other place of extraction
of natural resources.

3. A building site or construction or in-
stallation project constitutes a perma-
nent establishment only if it lasts
more than twelve months.

4. Notwithstanding the provisions of
paragraphs 1, 2 and 3 of this Article
the term "permanent establishment"
shall be deemed not to include:

{(a) the use of facilities solely for the
purpose of storage, display or de-
livery of goods or merchandise
belonging to the enterprise;

(b) the maintenance of a stock of
gocds or merchandise belonging
to the enterprise solely for the
purpose of storage, display or de-
livery,

{c}) the maintenance of a stock of
goods or merchandise belonging
to the enterprise solely for the
purpose of processing by another
enterprise;

(dy the maintenance of a fixed place
of business solely for the purpose
of purchasing goods or merchan-
dise or for coilecting information
for the enterprise;

{e} the maintenance of a fixed place
of business solely for the purpose
of advertising, supply of informa-
tion, scientific research or similar
activities which have a preparato-
ry or auxiliary character, for the
enterprise;

(f) the maintenance of a fixed place
of business solely for any com-
bination of activities mentioned
in subparagraphs a) to e} pro-
vided that the overall activity of
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the fixed place of business re-
sulting from this combination is
a preparatory or auxiliary char-
acter.

5. Notwithstanding the provisions of
paragraphs 1 and 2 of this Article,
where a person - other than an
agent of an independent status to
whom paragraph 6 of this Article ap-
plies - is acting on behalf of an enter-
prise and has, and habitually exer-
cises, in a Contracting State an
authority to conclude contracts in the
name of the enterprise, that enter-
prise shall be deemed to have a per-
manent establishment in that State
in respect of any activities which that
person undertakes for the enterprise,
unless the activities of such person
are limited to those mentioned in
paragraph 4 of this Article which, if
exercised through a fixed place of
business, would not make this fixed
place of business a permanent es-
tablishment under the provisions of
that paragraph.

6. An enterprise shall not be deemed
to have a permanent establishment
in a Contracting State merely be-
cause it carries on business in that
State through a broker, general com-
mission agent or any other agent of
an independent status, provided that
such persons are acting in the ordi-
nary course of their business.

7. The fact that a company which is
a resident of a Contracting State
controls or is controlled by a compa-
ny which is a resident of the other
Contracting State, or which carries
on business in that other State
{whether through a permanent es-
tablishment or otherwise), shall not
of itself constitute either company a
permanent establishment of the oth-
er.

Article 6

INCOME FROM IMMOVABLE
PROPERTY

1. income derived by a resident of a
Contracting State from immovable
property (including income from agrni-
culture or forestry) situated in the oth-
er Contracting State may be taxed in
that other State.

2. The term ‘immovable property"
shall in this Convention have the
meaning which it has under the law of
the Contracting State in which the
property in question is situated.
Ships, boats and aircraft shall not be
regarded as immovable propery.

3. The provisiocns of paragraph 1 of
this Article shall apply to income de-
rived from the direct use, letting or
use In any other form of immovable
property.

4. The provisions of paragraphs 1
and 3 of this Article shall also apply to
the income from immovable property
of an enterprise and to income from
immovabie propernty used for the per-
formance of independent personal
services.

Article 7
BUSINESS PROFITS

1. The profits of an enterprise of a
Contracting State shall be taxable
only in that State unless the enter-
prise carries on business in the other
Contracting State through a perma-
nent establishment situated therein.
If the enterprise carries on business
as aforesaid, the profits of the enter-
prise may be taxed in the other State
but only so much of them as is attrib-
utable to that permanent establish-
ment.
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2. Subject to the provisions of para-
graph 3 of this Article where an en-
terprise of a Contracting State car-
ries on business in the other
Contracting State through a perma-
nent establishment situated therein,
there shall in each Contracting State
be attributed to that permanent es-
tablishment the profits which it might
be expected to make if it were a dis-
tinct and separate enterprise en-
gaged in the same or similar activi-
ties under the same or similar
conditions and dealing wholly inde-
pendently with the enterprise of
which it is a permanent establish-
ment.

3. In determining the profits of a per-
manent establishment, there shall be
allowed as deductions expenses
which are incurred for the purposes
of the permanent establishment, in-
cluding executive and general ad-
ministrative expenses so incurred,
whether in the State in which the
permanent establishment is situated
or elsewhere.

4. Insofar as it has been customary
in a Contracting State to determine
the profits to be attributed to a per-
manent establishment on the basis
of an apportionment of the total prof-
its of the enterprise to its various
parts, nothing in paragraph 2 shali
preclude that Gontracting State from
determining the profits to be taxed
by such an apportionment as may he
customary; the method of apportion-
ment adopted shall, however, be
such that the result shall be in accor-
dance with the principles contained
in this Article.

5. No profits shall be attributed to a
permanent establishment by reason
of the mere purchase by that perma-
nent establishment of goods or mer-

chandise for the enterprise.

6. For the purposes of the preceding
paragraphs, the profits to be attribut-
ed to the permanent establishment
shall be determined by the same
method year by year unless there is
good and sufficient reason to the con-
trary.

7. Compensation derived in Yugosla-
via by a resident of Cyprus from his
investments in a domestic organisa-
tion of associated labour may be
taxed in Yugoslavia.

8. Where profits include items of in-
come which are dealt with separately
in other Articles of this Convention,
then the provisions of those Aricles
shall not be affected by the provisions
of this Article.

Article 8
SHIPPING AND AIR TRANSPORT

1. Profits from the operation of ships
or aircraft in international traffic shall
be taxable only in the Contracting
State in which the place of effective
management of the enterprise is situ-
ated.

2. If the place of effective manage-
ment of a shipping enterprise is
aboard a ship or boat, then it shall
be deemed to be situated in the
Contracting State in which the
home harbour of the ship is situat-
ed, or, if there is no such home har-
bour, in the Contracting State of
which the operator of the ship is a
resident.

3. The provisions of paragraph 1 of
this Article shall also apply to profits
from the participation in a pool, a joint
businass or an international operating
agency.
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Article 9
ASSOCIATED ENTERPRISES

Where

(a) an enterprise of a Contracting
State participates directly or indi-
rectly in the management, control
or capital of an enterprise of the
other Contracting State, or

(b) the same persons participate di-
rectly or indirectly in the manage-
ment, control or capital of an en-
terprise of a Contracting State
and an enterprise of the other
Contracting State,

and in either case conditions are
made or imposed between the two
enterprises in their commercial or fi-
nancial relations which differ from
those which would be made between
independent enterprises, then any
profits which would, but for those con-
ditions, have accrued to one of the
enterprises, but, by reason of those
conditions, have not so accrued, may
be included in the profits of that enter-
prise and taxed accordingly.

Article 10
DIVIDENDS

1. Dividends paid by a company
which is a resident of a Contracting
State to a resident of the other Con-
tracting State may be taxed in that
other State.

2. However, such dividends may be
taxed in the Contracting State of
which the company paying the divi-
dends is a resident, and according to
the law of that State, but the tax so
charged shall not exceed 10 per cent
of the gross amount of the dividends,

3. Notwithstanding the provisions of

paragraph 2, as long as Cyprus does
not impose a tax on dividends in addi-
tion to the tax chargeable on the prof-
its or income of a company, dividends
paid by a company which is a resi-
dent of Cyprus to a resident of Yugo-
slavia shall be exempt from any tax in
Cyprus which may be chargeable on
dividends in addition to the tax
chargeable on the profits or income of
the company.

4. The term "dividends" as used in
this Article means, in respect of Cy-
prus, income from shares, or other
rights not being debt- claims, partici-
pating in profits, as well as income
from other corporate rights which is
subjected to the same taxation treat-
ment as income from shares by the
taxation laws of that State of which
the company making the distribution
is a resident.

This term does not comprise any
compensation derived in Yugoslavia
by a resident of Cyprus from his in-
vestments in a domestic organisation
of associated labour.

5. The provisions of paragraph 1 of
this Article shall not apply if the recipi-
ent of the dividends, being a resident
of a Contracting State, carries on
business in the other Contracting
State of which the company paying
the dividends is a resident, through a
permanent establishment situated
therein, or performs in that other
State independent personal services
from a fixed base situated therein,
and the holding in respect of which
the dividends are paid is effectively
connected with such permanent es-
tablishment or fixed base. In such
case the provisions of Articie 7 or Arti-
cle 14 of this Convention, as the case
may be, shall apply.
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6. Where a company which is a resi-
dent of a Contracting State derives
profits or income from the other Con-
tracting State, that other State may
not impose any tax on the dividends
paid by the company, except insofar
as such dividends are paid to a resi-
dent of that other State or insofar as
the holding in respect of which ihe
dividends are paid is effectively con-
nected with a permanent establish-
ment or a fixed base situated in that
other State, nor subject the compa-
ny's undistributed profits to a tax on
the company's undistributed profits,
even if the dividends paid or the un-
distributed profits consist wholly or
partly of profits or income arising in
such other State.

Article 11
INTEREST

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

2. Interest referred to in paragraph 1
of this Article may also be taxed in
the Contracting State in which it aris-
es and according to the laws of that
State, but the tax so charged shall not
exceed 10 per cent of the gross
amount of the interest. The compe-
temt authorities of the Contracting
States shall by mutual agreement set-
tle the mode of application of this limi-
tation.

3. The term "interest” as used in this
Article means income from Govern-
ment securities, bonds or debentures,
whether or not secured by mortgage
and whether or not carrying a right to
participate in profits, income from
debi-claims of every kind as well as

all other income assimilated to in-
come from money lent by the taxation
law of the State in which the income
arises.

4. The provisions of paragraphs 1
and 2 of this Article shall not apply if
the recipient of the interest, being a
resident of a Contracting State, car-
ries on business in the other Con-
tracting Siate in which the interest
arises, through a permanent estab-
fishment situated therein, or performs
in that other State independent per-
sonal services from a fixed base situ-
ated therein, and the debt-claim in re-
spect of which the interest is paid is
effectively connected with such per-
manent establishment or fixed base.
In such case the provisions of Article
7 or Article 14 of this Convention, as
the case may be, shall apply.

5. Interast shall be deemed to arise in
a Contracting State when the payer is
that State itself, a political subdivi-
sion, a local authority or a resident of
that State. Where, however, the per-
son paying the interest, whether he is
a resident of a Contracting State or
not, haa in a Contracting State a pet-
manent esiablishment or a fixed base
in connection with which the indebt-
edness on which the interest is paid
was incurred, and such interest is
borne by such permanent establish-
ment or fixed base, than such interest
shall be deemed to arise in the State
in which the permanent establishment
or fixed base is situated.

6. Where, by reason of a special rela-
tionship between the payer and the
recipient or between both of them and
some other person, the amount of the
interest, having regard o the debt-
claim for which it is paid, exceeds the
amount which would have been
agreed upon by the payer and the re-
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cipient in the absence of such rela-
tionship, the provisions of this Article
shall apply only io the fast-mentioned
amount. In such case, the excess
part of the payments shall remain tax-
able according to the laws of each
Contracting State, due regard being
had to the other provisions of this
Convention.

Article 12
ROYALTIES

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

2. Royalties referred to in paragraph
1 of this Article may also be taxed in
the Contracting State in which they
arise and according to the laws of
that State, but the tax so charged
shall not exceed 10 per cent of the
gross amount of the royalties. The
competent authorities of the Contract-
ing States shall by mutual agreement
seltie the mode of application of this
limitation.

3. The term “royaliies" as used in this
Article means payments of any kind
received as a consideration for the
use of, or the right to use, any copy-
right of literary, artistic or scientific
work including cinematograph films
and films and tapes for television of
radio broadcasting, any patent, trade
mark, design or model, plan, secret
formula ar process, or for the use of,
or the right to use, industrial, commer-
cial, or scientific equipment, or for in-
formation concerning industrial, com-
mercial or scientific experience.

4. The provisions of paragraphs 1
and 2 of Article shall not apply if the
recipient of the royalties, being a resi-

dent of a Contracting State, carries
on business in the other Contracting
State in which the royaities arise,
through a permanent establishment
situated therein, or performs in that
other State independent personal ser-
vices from a fixed base situated
therein, and the right or property in re-
spect of which the royalties are paid
is effectively connected with such per-
manent establishment or fixed base.
in such case the provisions of Article
7 or Article 14 of this Convention, as
the case may be, shall apply.

5. Royalties shall be deemed to arise
in a Contracting State when the payer
is that State itself, a political subdivi-
sion, a local authority or a resident of
that State. Where, however, the per-
son paying the rovalties, whether he
is a resident of a Contracting State or
not, has in a Contracting State a per-
manent establishment or a fixed base
in connection with which the liability
to pay the royalties was incurred, and
such royallies are borme by such per-
manent establishment or fixed base,
than such royalties shall be deemed
to arise in the State in which the per-
manent establishment or fixed base is
situated.

6. Where, by reason of a special re-
lationship between the payer and the
recipient or between both of them
and some other person, the amount
of the royalties, having regard to the
use, right or information for which
they are paid, exceeds the amount
which would be agreed upon be-
tween 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 such case, the excess part of the
payments shall remain taxable ac-
cording to the laws of each Contract-
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Article 15

ing State, due regard being had to
the other provisions of this Conven-
tion.

Article 13
CAPITAL GAINS

1. Gains derived by a resident of a
Contracting State from the alienation
of immovable property referred to in
Article 6 and situated in the other
Contracting State may be taxed in
that other State.

2. Gains from the alienation of mova-
ble property forming part of the busi-
ness property of a permanent estab-
lishment which an enterprise of a
Contracting State has in the other
Contracting State or of movable prop-
erty pertaining to a fixed base availa-
ble to a resident of a Contracting
State in the other Centracting State
for the purpose of performing inde-
pendent personal services, including
such gains from the alienation of such
a permanent establishment {alone or
with the whole enterprise) or of such
fixed base, may be taxed in that other
State.

3. Gains from the alienation of ships
or aircraft operated in international
traftic, boats engaged in inland wa-
terways transport or movable prop-
erty pertaining to the operation of
such ships, aircraft or boats, shall be
taxable only in the Contracting State
in which the place of effective man-
agement of the enterprise is situat-
ed.

4. Gains from the alienation of any
property other than that referred to in
paragraphs 1, 2 and 3 of this Article,
shall be taxable only in the Contract-
ing State of which the alienator is a
resident.

Article 14
INDEPENDENT PERSONAL
SERVICES

1. Income derived by a resident of a
Contracting State in respect of profes-
sional services or other activities of
an independent character shall be
taxable only in that State, unless:

{a) he has a fixed base regularly
available to him in the other Con-
tracting State for the purpose of
performing his activities; in that
case, only so much of the income
as is aftributable to that fixed
base may be taxed in that other
Contracting State; or

{b) his stay in the other Contracting
State is for a period or periods
amounting to or exceeding in the
aggregate 183 days in the fiscal
year concerned; in that case, on-
ly so much of the income as is
derived from his activities per-
formed in that other Contracting
State may be taxed in that other
State.

2. The term "professional services" in-
cludes especially independent scien-
tific, literary, artistic, educational or
teaching activities as well as the inde-
pendent activities of physicians, law-
yers, engineers, architects, dentists
and accountants.

Article 15

DEPENDENT PERSONAL
SERVICES

1. Subject to the provisions of Articles
16 and 18 of this Convention, sala-
ries, wages and other similar remu-
neration derived by a resident of a
Contracting State in respect of an em-
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ployment shall be taxable only in that
State uhless the employment is exer-
cised in the other Contracting State.
If the employment is so exercised,
such remuneration as is derived
therefrom may be taxed in that other
State.

2. Notwithstanding the provisions of
paragraph 1 of this Article, remunera-
tion derived by a resident of a Con-
tracting Stafe in respect of an employ-
ment  exercised in  the other
Contracting State shall be taxable on-
ly in the first-mentioned State if;

(&) the recipient is present in the oth-
er State for a period or periods
not exceeding in the aggregate
183 days in the calendar year
concerned, and

(b} the remuneration is paid by, or
on behalf of, a person who is
not a resident of the other State,
and

(¢} the remuneration is not borne by
a permanent establishment or a
fixed based which the person has
in the other State.

3. (a) Remuneration paid by a Con-
tracting State or a politicai subai-
vision of a local authority thereof
t0 an individual in respect of an
employment shall be taxahle only
in that State.

(b) However, such remuneration
shall be taxable only in the other
Contracting State if the employ-
ment is exercised in that State
ang the mdividua! is a resident of
that State who:

(iy is anational of that State, or

(i} did not become a resident of
that State solely for the pur-
pose of exercising employ-
ment.

4. Remuneration in respect of em-

ployment in connection with a busi-
ness carried on by a Contracting
State or a political subdivision or a lo-
cal authority thereof, shall be taxable
in accordance with the provisions of
paragraphs 1 and 2, of this Article.

5. Remuneration derived by a resi-
dent of Yugoslavia in respect of em-
ployment in the Joint Economic Rep-
resentation of Yugoslavia or the
Taurist Federation of Yugoslavia shal)
be taxable only in Yugoslavia.

6. Remuneration derived by a resi-
dent of Cyprus in respect of employ-
ment in the Cyprus Tourist Organisa-
tion shall be taxable only in Cyprus.

7. Notwithsianding the preceding
provisions of this Aricle, remunerga-
tion derived in respect of an employ-
ment exercised ahoard a ship or air-
craft operated in international traffic,
may be taxed in the Contracting
State in which the place of effective
management of the enterprise is sit-
vated.

Article 16

FEES DERIVED FROM WORK ON
JOINT BUSINESS BOARD

(DIRECTORS' FEES)

1. Directors’ fees and other similar
payments derived by a resident of Yu-
goslavia in his capacity as a member
of the board of directors of a compa-
ny which is a resident of Cyprus may
be taxed in Cyprus.

2. Fees and other similar paymenis
derived by a resident of Cyprus in his
capacity as a member of a joint busi-
ness board of a company which is a
resident of Yugoslavia may be taxed
in Yugoslavia.
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Article 19

Article 17
ARTISTES AND ATHLETES

1. Notwithstanding the provisions of
Articles 14 and 15 of this Convention,
income derived by a resident of a
Contracting State as an enterainer,
such as a theatre, motion picture, ra-
dio or television artiste, or 2 musician,
or as an athlete, from his personal ac-
tivities as such exercised in the other
Contracting State, may be taxed in
that other State.

2. Where income in respect of per-
sonal activities exercised by an enter-
tainer or an athlete in his capacity as
such accrues not to the entertainer or
athlete himself but to another person,
that income may, notwithstanding the
provisions of Aricles 7, 14 and 15 of
this Convention, be taxed in the Con-
tracting State in which the activities of
the entertainer or athlete are exer-
cised.

3. Notwithstanding the provisions of
paragraphs 1 and 2 of this Article, in-
come derived in respect of personal
activities of an entertainer or an ath-
lete in his capacity as such being a
resident of a Contracting State shall
be taxable only in that State if the ac-
tivities are exercised in the other Con-
tracting State within the framework of
a cultural or sports exchange pro-
gramme approved by both Contract-
ing States.

Article 18
PENSIONS

1. Pensions and other similar remu-
neration paid to a resident of a Con-
tracting State in consideration of past
employment shall be taxable only in
that State,

2. (a) Pensions paid by a Contract-
ing State or a political subdivision
or a local authority thereof out of
the budget or special funds to an
individual shall be taxable only in
that State.

(b} However, such pensions shall be
taxable only in the other Con-
fracting State if the individual is a
resident of and a national of, that
State.

3. Pensions paid to a resident of a
Contracting State in respect of em-
ployment connected with a business
carried on by a Contracting State or a
political subdivision or a local authori-
ty thereof shall be taxable only in that
State.

Article 19

STUDENTS AND BUSINESS AP-
PRENTICES

1. Payments which a student or busi-
ness apprentice who is or was imme-
diately before visiting a Contracting
State a resident of the other Contract-
ing State and who is present in the
first-mentioned State solely for the
purpose of his education or training
receives for the purpose of his main-
tenance, education or training shall
not be taxed in that State, provided
that such payments arise from sourc-
es outside that State.

2. In respect of grants, scholarships
and remuneration from employment
not covered by paragraph 1 of this Ar-
ticle, a student or business apprentice
described in paragraph 1 of this Arti-
cle shall, in addition, be entitied dur-
ing such education or training to the
same exemptions, reliefs or reduc-
tions in respect of taxes available to
residents of the Contracting State
which he is visiting.
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Article 20
OTHER INCOME

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

2. The provisions of paragraph 1 of
this Article shall not apply to income,
other than income from immaovable
property as defined in paragraph 2 of
Article 6, of this Convention if the re-
cipient of such income, being a resi-
dent of a Contracting State, carries
on business in the other Contracting
State through a permanent establish-
ment situated therein, or performs in
that other State independent personal
services from a fixed base situated
therein, and the right or property in re-
spect of which the income is paid is
effectively connected with such per-
manent establishment or fixed base.
In such case the provisions of Article
7 or Aricle 14, of this Convention as
the case may be, shall apply.

Article 21
CAPITAL

1. Capital represented by immovable
property referred to in Article 6, of this
Convention owned by a resident of a
Contracting State and situated in the
other Contracting State may be taxed
in that other State.

2. Capital represented by movable
property forming part of the business
property of a permanent establish-
ment which an enterprise of a Con-
tracting State has in the other Con-
tracting State or by movable property
pertaining to a fixed base available to
a resident of a Contracting State in

the other Contracting State for the
purpose of performing independent
personal services may be taxed in
that other State.

3. Capital represented by. ships and
aircraft operated in international traf-
fic, and by movable property pertain-
ing to the operation of such ships and
aircraft, shall be taxable only in the
Contracting State in which the place
of effective management of the enter-
prise is situated.

4. All other elements of capital of a
resident of a Contracting State shall
be taxable only in that State.

Article 22

METHODS FOR ELIMINATION OF
DOUBLE TAXATION

1. In Yugoslavia, double taxation shall
be avoided as follows:

(a) Where a resident of Yugoslavia
derives income or owns capital
which, in accordance with the
provisions of this Convention
may be taxed in Cyprus, Yugo-
slavia shall, subject to the provi-
sions of paragraphs 2) and 3) of
this Article, exempt such income
or capital from tax.

(b) Where a resident of Yugoslavia
derives income which, in accor-
dance with the provisions of Arti-
cles 10, 11 and 12 of this Conven-
tion may be taxed in Cyprus,
Yugoslavia shall allow as a deduc-
tion from the tax on the income of
that resident an amount equal to
the tax paid in Cyprus. Such de-
duction shall not, however, ex-
ceed that part of the tax, as com-
puted before the deduction is
given, which is appropriate to
such income derived from Cyprus.
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Arficle 23

(c) Where in accordance with any
provision ©f the Convention in-
come derived or capital owned by
a resident of Yugoslavia is ex-
empt from tax in Yugoslavia, Yu-
goslavia may in calculating the
amount of tax on the remaining
income or capital of such resident
apply the rate of tax which would
have been applicable if the ex-
empted incorme or capital had not
been so exempted.

2. In Cyprus, double taxation shall be
avoided as follows:

{a) Where a resident of Cyprus de-
rives income or owns capital
which is taxed in Yugoslavia, Cy-
prus shall allow as a deduction
from the tax an amount equal t0
the tax paid in Yugoslavia. Such
deduction shall not however, ex-
ceed that pan of the tax as com-
puted before the deduction is giv-
en, which is appropriate to such
income derived from Yugoslavia.

(b} Where in accordance with any
provision of the Convention in-
come derived or capital owned by
a resident of Cyprus is exempt
from tax in Cyprus, Cyprus may
in calculating the amount of tax
on the remaining income or capi-
tal of such resident apply the rate
of tax which would have been ap-
plicable if the exempted incame
or capital had not been so ex-
empied.

3. For the purpose of allowance as a
credit in a Contracting State the tax
paid in the other Contracting State
shall be deemed to include the tax
which is otherwise payable in that
other State but has been reduced or
waived by that State under its legal
provisions for tax incentives.

Article 23
NON-DISCRIMINATION

1. Residents of a Contracting State
shall not be subjected in the other
Contracting State to any taxation or
any reguirement connected therewith,
which is other or more burdensome
than the taxation and connected re-
quirements to which residents of that
other State in the same circumstanc-
es are or may bhe subijected.

2. The taxation on a permanent es-
tablishment which an enterprise of a
Contracting State has in the other
Contracting State shall not be less fa-
vourably levied in that other State
than the taxation levied on enterpris-
es of that other State carrying on the
same activities. This provision shall
not be construed as obliging a Con-
tracting State to grant to residents of
the other Contracting State any per-
sonal allowances, refiefs and reduc-
tions for taxation purposes on ac-
count of civii status or family
responsibilities which it grants to its
own residents.

3. Except where the provisions of Arti-
cle 9, paragraph 6 of Aricle 11, or
paragraph 6 of Article 12 of this Con-
vention apply, interest, royalties and
other disbursements paid by an enter-
prise of a Contracting State to a resi-
dent of the other Contracting State
shall, for the purpose of determining
the taxable profits of such enterptise,
be deductible under the same condi-
tions as if they had been paid 1o a
resident of the first- mentioned State.
Simitarly, any debts of an enterprise
of a Contracting State to a resident of
the other Contracting State shali, for
the purpose of determining the taxa-
ble capital of such enterprise, be de-
ductible under the sarme conditions as
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if they had been contracted o a resi-
dent of the first-mentioned State.

4. Enterprises of a Contracting State,
the capital of which is wholly or partly
owned or controlled, directly or indi-
rectly, by one or more residents of the
other Contracting State, shall not be
subjected in the first-mentioned State
to any taxation or any requirement
connecied therewith which is other or
more burdensome than the taxation
and connected requirements to which
other similar enterprises of the first-
mentioned Staie are or may be sub-
jecied.

5. The provisions of this Aricle shall
apply to the taxes referred to in Arti-
cle 2 of this Convention.

Article 24

MUTUAL AGREEMENT
PRQCEDURE

1. Where a resident of a Contracting
State considers that the actions of
one or both of the Contracting States
resull or will result for him in taxation
not in accordance with the provisions
of this Convention, he may, irrespec-
tive of the remedies provided by the
domestic law of those States, present
his case to the competent authority of
the Contracting State of which he is a
resident. The case must be present.
ed within three years fram the first no-
tification of the action resulting in tax-
ation not in accordance with the
provisions of the Convention.

2. The competent authority shall en-
deavour, if the objection appears to it
1o be justified and if it is not itself able
to arrive at a satisfactory sclution, o
resolve the case my mutual agree-
ment with the competent authority of
the other Contracting State, with a

view to the avoidance of taxation
which is not in accordance with the
Convention. Any agreement reached
shall be implemented notwithstanding
any time limits in the domestic law of
the Contracting States.

3. The competent authorities of the
Contracting States shall endeavour to
resolve by mutual agreement any dif-
ficuities or doubts arising as to the in-
terpretation or application of the Con-
vention.  They may also consult
together for the elimination of double
taxation in cases not provided for in
the Convention.

4. The competent authorities of the
Contracting States may communicate
with each other directly for the pur-
pose of reaching an agresment in the
sense of the paragraphs 1, 2 and 3 of
this Article. When it seems advisable
in order to reach agreement to have
an oral exchange of opinions, such
exchange may take place through a
Commission consisting of representa-
tives of the competent authorities of
the Contracting States.

Article 25
EXCHANGE OF INFGRMATION

1. The competent authorities of the
Contracting State shall exchange
such information as is necessary for
carrying out the provisions of this
Convention or of the domestic laws of
the Contracting Stales concerning
taxes covered by the Convention in-
sofar, as the taxation thereunder is
not contrary to the Convention. Any
information received by a Contracting
State shall be treated as secret in the
same manner as information obiained
under the domestic laws of that State
and shall be disclosed only to per-
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Article 28

sonsg or authorities (including courts
and administrative bodies) concerned
with the assessment, collection, en-
forcement or prosecution in respect of
the taxes covered by the Gonvention.
Such persons or authorities shall use
the information only for such purpos-
es. They may disclose the informa-
tion in public court proceedings or in
judicial decisions.

2. In no case shall the provisions of
paragraph 1 of this Aricle be con-
strued so as to impose on the compe-
tent authority of the Contracting
States the obligation:

{2) to carry out administrative meas-
ures at variance with the laws,
and administrative practice of
that or of the other Contracting
State;

(b) to supply information which is not
obtainable under the laws or in
the normal course of the adminis-
tration of that or of the other Con-
tracting State;

{c} to supply information which
would disclose any business or
official secret or trade process, or
information, the disclosure of
which would be contrary to public
policy {ordre public).

Article 26

DIPLOMATIC AGENTS AND CON-
SULAR OFFICERS

Ngthing in this Convention shall affect
the fiscal privileges of diplomatic
agents or consular officers under the
general rules of international law or

under the provisions of special agree-
ments.

Article 27
ENTRY INTO FORCE

1. This Convention shafl be ratified
and the instruments of ratification
shall be exchanged at Nicosia.

2. The Convention shall enter into
force on the day of exchange of in-
struments of ratification and its provi-
sions shall have effect in respect of
the taxes on income and on capital
for each fiscal year beginning on or
after the first day of January in the
calendar year following that in which
the instruments of ratification have
been exchanged.

Article 28
TERMINATION

This Convention shall remain in
force until terminated by a Contract-
ing State. Either Contracting State
may terminate the Convention,
through diplomatic channels, by giv-
ing notice of termination at least six
months before the end of any calen-
dar year after the fifth year from the
date of entry into force of the Con-
vention. In such event, the Conven-
tion shall cease to have effect in re-
spect of the taxes on income and on
capital for each fiscal year begin-
ning on or after the first day of Janu-
ary in the calendar year following
that in which the notice of termina-
tion has been given.
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in WITNESS WHEREQF the undersigned, being duly authorised thereto, have
signed this Convention.

DONE at Nicosia this 29th day of June 1985 in two originals in the English lan-
guage, both copies being equally authentic.

For the Government of For the Federal Executive Council of
the Republic of Cyprus the Assembly of the Socialist Federal
Republic of Yugoslavia

Constantinos Kittis Veselin Popavac
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