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AGREEMENT BETWEEN THE GOVERNMENT OF THE ITALIAN
REPUBLIC AND THE GOVERNMENT OF THE HONG KONG
SPECIAL ADMINISTRATIVE REGION OF THE PEOPLE’S REPUBLIC
OF CHINA FOR THE AVOIDANCE OF DOUBLE TAXATION WITH

RESPECT TO TAXES ON INCOME AND THE PREVENTION OF
FISCAL EVASION
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The Govemment of the ltalian Republic and the Government ot the Hong
Kong Special Administrative Region of the People’s Republic of China

Desiring to conclude an Agreement for the avoidance of double tunation
with respect to axes on income and the prevention of fiscal evasion:

Have ugreed as follows:
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Chapter {

SCOPE OF THE AGREEMENT

Article ]
PERSONS COVERED

This Agreement shall apply to persons wha are residents of one or both of
the Contracting Pariies.

Article 2
TAXES COVERED

. This Agreement shall apply to taxes on income imposed on behalf of a
Contracting Party or of its political or administrative subdivisions or
local authorities. irrespective of the manner in which they are levied.

b

There shall be regarded as taxes on income all taxes imposed on ttal
income. or on elements of income. including taxes on gains from the
alienation of movable or immovable property. 1axes on the rotal
amounts of wages or salaries paid by enterprises, as well as 1axes on
capital appreciation.

3. The cxisting taxes to which this Agreement shall apply are in
particular:

(a) in the case of the Hong Kong Special Administrative Region,
(i) profitstax;
(i) salaries tax; and
(isl) ﬁropcrty 1ax;

whether or not charged under personal assessment,
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{hi  in the case of Ntaly.
{i) the personal income tax;
(i} the corporate income tax:
(i} the regional tax on productive aclivities;
whether or not they are coliected by withholding a1 source.

4. This Agreement shall apply also w any identical or substanually
sunilar taxes that are imposed afier the date of signature of this
Agreement in addition 1o, or in place of, the existing taxes. as well as
any other taxes falling within paragraphs 1 and 2 of this Article which
a Contracting Party may impose in future. The competent authorities

of the Conwacting Parties shall notify each other of any significant
changes that have been made in their taxauon laws.

3. The existing taxes. 1ogether with the taxes imposed after the signature
of this Agreement, are hereinafier referred to as “Hong Kong Special
Administrative Region tax™ or “Italian 1ax”, as the context requires.

Chapter I1

DEFINITIONS

Article 3
GENERAL DEFINITIONS

1. For the purposes of this Agreement, unless the context otherwise
requires:

(a}  ihe term “Hong Kong Special Administrative Region™ means any
territory where the lax laws of the Hong Kong Special

Administrative Region of the People’s Republic of China apply:

(b)  the term “ltaly” means the Italian Republic and includes any area
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bevond the termiturial waters which is designated as an area
within which Daly, in compliance with its legislaton and in
corformity with international law, inay exereise sovereign rights
i respett of the exploration and exploitation of the naturai
resources of the seabed. the subsoil and the superjacent waters:

1 the term “cotupany™ means any hody carporate of any enuty that
i treated as a body corporate fur tax pumposes:

{d) the 1zrm “compeient authority™ means:

iir  in the case of the Hong Kong Special Administratie
Region. the Commissioner of Inland Revenue or his
authorized represemiative or any person or body
authorized 1o perform any functions at present exercisable
by the Commissioner or similar functions;

(i}  inthe case of ltaly, the Ministry of Economy and Finance:

(e} the terms “a Contracting Party” and “the other Contracting
Party” mean the Hong Kong Special Administrative Region or
lialy, as the context requires:

(f) . the terms “enterprise of a Contracting Party”™ and “enterprise of
the other Contracting Party” mean respectively an enterprise
carried on by a resident of a Contracting Party and an enterprise
carried on by a resident of the other Contracting Party;

(2) the term “international traffic™ means any transport by a ship or
aircraft operated by an enterprisc of a Contracting Party, except
when the ship or aircraft is operated solely between places in the
other Contracting Panty,

(h} the term “national™. in'relation o Italy, means:

(1t any individual possessing the citizenship of Italy; and

(it any legal person, partnership or association deriving its
status as such from the laws in force in Laly;

®
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Pethe tenm persan” includes an individoal. o company and am
other hody of persons:

G the weon Tt mizans the Hong Kong Specizd Admisitmuin e

Region ws or halian tx, as the contest reguires.

[P

feohie Agreement. the ters “Hong Kong Special Adminiaratise
Regpn ™ and “halian ws™ do not include any amouse whichs
reprosents a penalty or interest imposed under the laws o sither
Contructng Parmy relating 1o the waes 1o which this Agreement applies
by ainoe of Article 2.

‘i

As rezards the application of this Agreememt a1 anv ume by o
Contracuing Partve any term not defined therein shail. unless the
comext otherwise requires. have the meaning that it has @ that time
under the faw of that Pany Tor the purposes of the taxes w which tis
Agreement applies. any m2aning under the applicable tax laws of that
Pusty prevailing over a meaning given 1o the erm under other laws of
that Pamn.

Article 4
RESIDENT

I, For the purposes of this Agreement. the term “resident of a
Contracting Parnn™ means:

fat inthe case of the Hong Kong Spectal Administrative Region.

(v any individual who ordinarily resides in the Hong Kong
Special Administrative Region:

diyany individual who stavs in the Hong Kong Special
Administrative Region for more than 180 duys Juring a
sear of assessment or for more than 300 dmvs I wo
consecutine years of assessment one of which is the
refevam year of assessiment:
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(ifi) a company incorporated in the Hong Kong Special
Administrative Region or, if incorporated outside the Hong
Kong Special Administrative Region, being nomalh
managed or controlled in the Hong Kong Special
Administrative Region:

(ivj any other person constituted under the laws of the Hong
Kong Special Administrative Region or. if comstituted
outside the Hong Kong Special Administrative Region,
being normally managed or controlied in the Hong Kong
Special Administrative Region;

(bt in the case of lualy, any person who, under the laws of Italy, is
liable 10 tax therein by reason of his domicile. residence. place of
management or any other criterion of a similar nature. This erm.
however, does not include any person who is liable to tax in Iraly
in respeet only of income from sources in Italy,

{(c) inthe case of either Contracting Party, the Government or any of
its political or administrative subdivision or local authority.

o

Where by reason of the provisions of paragraph | an individual is a
resident of both Contracting Panies, then his stawus shall be
determined as follows:

(a) he shall be deemed 1o be a resident only of the Party in which he
has a permanent home available to him; if he has a permanent
home available o him in both Parties, he shall be deemedtobe a
resident only of the Party with which his personal and economic
relations are closer (centre of vital interests);

(b} if the Party in which he has his centre of vital interests cannot be
determined, or if he has not a permanent hoine avatlable to him in
cither Party, he shall be deemed 10 be a resident only of the Pantv
in which he has an habitual abode;

(c) if he has an habitual abode in both Parties or in neither of them,
the competent authorities of the Contracting Parties shall sctile
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®

)

{‘J

the question by mutual agreement.

Where by reason of the provisions of paragraph 1 a person other thun
an individual is a resident of both Contracting Parties. the competent
authurities of the Contracting Parties shall endeavour w settle the
question by muiual apreement having regard to its place of effective
management. In the absence of such agreement. such person shall not
be entitled to claim any relief or exemption from tax provided tor
this Agreement.

Article 5

PERMANENT ESTABLISHMENT

For the purposes of this Agreement. the term “permanem
establishment™ means a fixed place of business through which the
business of an enterprise is wholly or partly carried on.

The term “permanent establishment” includes especially:

(a)  aplace of management;

{b) abranch;

{¢) anoffice:

(dy  a factorv:

(e} aworkshop: and

(fy  a mine, an oil or gas well, a quarry or any other place of
exiraction of natural resources.

The term “permanent establishment™ also encompasses:
(a)  abuilding site, a construction, assembly or installation project

Of supervisory aclivilies in connection therewith, but only if
such site. project or activities last more than six months:
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(by  the furnishing of services (including consultancy services) by
an enierprise, through employees or other personnel engaged
by the enterprise for such purpose. in connection with a site. a
project or supervisory activities referred to in subparagraph (a;j.
if those services continue within a Contracting Pany in
connection with such site, project or activities for a period or
periods  aggregating more than six months within  any
twelve-month period.

4. Notwithstanding the preceding provisions of this Anicle. the term
“permanent establishment™ shall be deemed nat to include:

{a) the use of facilities solely for the purpose of storage, display or
delivery of goods or merchandise belonging 1o the enterprise:

(b} the maintenance of a stock of goods or merchandise belonging io
the cnterprise solely for the purpose of storage. display oc
delivery;

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

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

(¢) the maintenance of a fixed place of business solely for the
purpose of carrying on, for the enterprise. any other activity of a
preparatory or auxiliary character:

(A  the maintenance of a fixed place of business salely for any
combination of activities mentioned in subparagraphs (a} to (¢).
provided that the overall activity of the fixed place of business
resulting from this combination is of a preparatory or auxiliary
character.

in

Notwithstanding the provisions of paragraphs 1 and 2, where a person
- other than an agent of an independent status to whom paragraph 6
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applies - 1 acting on behalf of an enterprise and hae, und hanviualh
exercises ia Contracting Party o authority (o concluee comructs 1
the namic of the enterprise. that enterprise shall be deemed o e o
permaneni extablishiuent i that Pariy inorespect of win actis e
which thut persarcundertakes 1oy the enterprise. unbess e aetis s o
sUch person are fimtted 1o those mentioned in paragraph 4 which, 1
exerctsed through s fixed place of business, would not make this 1ised
plave ot nusiness o permanent cstablishment under the arovisions o
that paragrapi.

6o Al emenrise shall not be deenied o hase 2 permanent establizhines
in & Contracting Party merely because i carries on business & that
Parix through 2 broker. general commission agent or any other agert
of an independent status, provided that such persons are acting in the
ordinan course of their business.

7. The jact that 2 company which is a resident of a Contracting Part
controls or is controlled by a company which is a resident of the ather
Contracting Party. or which carries on business in that other Par
iwhether through a permanent establishment or otherwise ). shall not of
itself’ constitnte either company a permanent establishmen of the
other.

Chapeer 11

TAXATION OF INCOME

Article 6
INCOME FROM IMMOVABLE P

Lo Income derived by a resident of a Contracting Party from immn abie
property fincluding income from agriculture or forestrv) situated in the
other Contracting Party may be wxed in that other Party,

2. The term “immovable propery™ shall have the me2aning which it has
under the law of the Contracting Party in which the property in
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question is situated. The term shall in any case include propeny
aceessory 1o immovable propeny. livestock and equipment used in
agriculwre and forestry, rights 1o which the provisions of general law
respecting landed property apply. Usuftuct of immovable propern
and rights to variable or fixed pavments as consideration for the
working of. or the right to work. mineral deposits, quarries, sources
and other natural resources shall also be considered as “immovable
property”. Ships, boats and aircrafi shall not be regarded as immovable
property.

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

4. The provisions of paragraphs 1 and 3 shall also apply to the income
from immovable property of an enterprise and 1o the income from

immovable properts used for the performance of independent personal
services.

Article 7
BUSINESS PROFITS

1. Profits of an enterprise of a Contracting Party shall be taxable only in
that Party unless the emterpris¢ carries on business in the other
Contracting Party through a permanent establishment situated therein.
If the eaterprise carries on business as aforesaid, the profits that are
attributable to the permanent establishment in accordance with the
provisions of paragraph 2 may be taxed in that other Party.

SQ

For the purposes of this Article and Article 22, the profits that are
attributable in each Contracting Party to the permanent establishment
referred to in paragraph 1 are the profits it might be expected to make,
in particular in its dealings with other parts of the emterprise. if it were
a separate and independent enterprise engaged in the same or similar

 activities under the same or similar conditions, taking into account the
functions performed, assets used and risks assumed by the enterprise
through the permanent establishment and through the other parts of the
enterprise.
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Where. m accordance with paragraph 2. o Contracting Party adjusts
the profits that are antributable 1o a pennanent cstablishment of an
eterprise of one of the Cantructing Parties and taxes accordingly
profits of the enterprise that have been charged 1o w in the other
Barty, the other Contracung Parmy shall. w the extent necessan 1o
ehiminate double 1axation. make un appropriate adjusiment i1t agres
with the adjustment made b the first-mentioned Party: i the otiwer
Contracting Puny docs not so agree, the Contracting Parties shall
climiate amy  double taxation resuliing  therefrom by mutual
agreement,

I 5

Where profits include items of income which are dealt with separateh
n other Articles of this Agreement, then the provisions of those
Articles shall not be affecied by the provisions of this Article.

Article 8
SHIPPING AND AIR TRANSPORY

. Profits of an enterpnise of 4 Contracting Party from the operation of
ships or aircraft in international traffic shall be axable only i that
Party.

3. The provisions of paragraph 1 shall also apply 10 profils {rom the

participation in a pool, a joint business or an international opcrating
agency.

Article 9
ASSOCIATED ENTERPRISES

1. ‘Whore:
(s an coferprise of a Contracting Party participates dirvctly or
indirectly in the managemen:, control or capital of an enerprise

of the other Contracting Pany. ot

(hy the same persons panicipate directv or mdirecth i the
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management, control or capital of an enterprise of a Contracting
Party and an enterprise of the other Contracting Panty.

and in cither case conditions are made or imposed between the twe
enterprises in their commercial or financial relations which ditfer from
those which would be made between independent enterprises. then any
profits which would. bul for those conditions. have acerued w one of
the enterprises. but. by reason of those conditions. have not so
acerued. may be included in the profits of that enterprise and taxed
accordingly.

!J

Where a Contracting Party includes in the profits of an emerprise oi
that Party - and taxes accordingly - profits on which an enterprise of
the other Contracting Party has been charged 10 tax in that other Party
and the profits so included are profits which would have accrued to the
enterprise of the first-mentioned Party if the conditions made between
the mvo enterprises had been those which would have been made
berween independent enterprises, then that other Party shall make an
appropriate adjustment to the amount of the tax charped therein on
those profits. Any such adjustment shall be made onlv in accordance
with the mutual agreement procedure provided for by Article 24 of this
Agreement.

Article 10
DIVIDEND

1. Dividends paid by a company which is a resident of a Contracting
Party to a resident of the other Contracting Party may be 1axed in that
other Party. '

[ 5o
.

However, such dividends may also be taxed in the Contracting Party of
which the company paying the dividends is a resident and according to
the laws of that Party, but if the beneficial owner of the dividends is a
resident of the other Contracting Party, the tax so charged shall not
exceed 10 per cent of the gross amount of the dividends.

The competent authorities of the Contracting Parties shall by mutual
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agreement setile the mode of application of this limiation. This
paragraph shall not atfect the wxation of the company in respeet of the
protizs out of which the dividends are paid.

"t

The wrm “dividends”™ as used in this Article means income frimm
shares. “jouissance” shares or “jouissance” rights, mining shares,
founders™ shares or other rights. not being debi-claims. panicipating in
profits, as well as income from other corporate rishts which is
subjected to the same 1axation treatment as income from shares by the
Jaws of the Party of which the company making the distribution is a
residant,

4. The provisions of paragraphs 1 and 2 shall not apply if Ure beneficial
owner of the dividends, being a residem of a Contracting Party. carries
on business in the other Contracting Party of which the company
paying the dividends is a resident through a permanent establishment
situated therein or performs in that other Party 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 establishment or fixed base. In such case, the provisions of
Arcle 7 or Article 14, as the case may be. shall apply.

LA

Where a company which is a resident of a Contracting Party derives
profits or income from the other Contracting Party. that other Party
may nol impaose any tax on the dividends paid by the company. except
insofar as such dividends are paid to a resident of that other Party or
insofar as the holding in respect of which the dividends are paid is
eftectively connected with a permanent establishment or a fixed base
situated in that other Party, nor subject the company’s undistributed
profits 10 a tax on the company's undistributed profits, even if the
dividends paid or the undistributed profits consist wholly or panly of
profits or income arising in such other Party.

6. The provisions of this Article shall not apply if it was the main purpose
or onz of the main purposes of any person concerned with the creation
or assignment of the shares or other rights in respect of which the
dividend is paid to tuke advantage of this Article by means of that
creation or assigniment.
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Article 11
INTEREST

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

[ B4

However, such interest may also be taxed in the Contracting Paniy in
which it arises and according 10 the laws of that Party, but if the
heneficial owner of the imerest is a resident of the other Contracting
Party. the tax so charged shall not exceed 12.5 per cent of the gross .
amount of the interest. The competent authorities of the Contractng

Parties shall by mutual agreement settle the mode of application of this
limitation.

Notwithstanding the provisions of paragraph 2. interest arising in a
Contracting Party and paid to a resident of the other Contracting Party
shall be exempt from tax in that Party ift

(a) the said resident is the beneficial owner of the interest and the
interest is paid by the Government of that Contracting Party or a local
authority thereof; or

(b) the interest is paid to the Government of the other Contracting
Party or any of its political or administrative subdivision or local
authority; or

(c) the interest is paid to any agency or instrumentality (including 2
financial institution) wholly owned or appointed by the Government
of a Contracting Party or any of its political or administrative
subdivision or local authority and which carries out activities of a
governmental nature.

4. The term “interest” as used in this Anicle means income from
debt-claims of every kind, whether or not secured by mortgage and
whether or not carrving a right to participate in the debtor’s profits,
and in particular, income from government securities and income from
bonds or debentures, including premiums and prizes attaching to such
securitics, bonds or debentures. Penalty charges for late payment shall
not be regarded as interest for the purpose of this Article.
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The prenisions of paragraphs 110 3 shall pot apply it the benea il
owier of the interest, being o resident of ¢ Contraciing Pams . (e
on bBusiness 1 the other Contracting Party inowhich the imerest aries
hrough 2 permanent establishment sitvated therein, or performe o i
other Party independent personal services from o fixed base situicd
thercin, and the aeht-claim in respect of which the interewt o~ paid i
effvctively connected with such permanent esiablisinneni or 1ixed
base. i such case, the provisions of Article 7 ar Arucle T4l the case
may b shalt apphy,

0. Ioterest shall be deemed o arise in a Contracting Party when the payer
15 u resident of that Parv. Where. however, the person paving the
interest. wheiher he is a resident of a Conuracting Partv or not. his in o’
Contracting Parny a permanent establishment or a fined base in
connection with which the indebtedness on which the interest is paid
was incurred. and such interest s borne by such permanent
establishment or fixad base. then such interest shall be deemed to arise
in the Party in which the permanent establishment or fixed base is
situared.

-

Where. by reason of a special relationship between the payer and the
beneticial owner or between both of them and some other person. the
amount of the interest exceeds, for whatever reasons, the amount
which would have been agreed upon by the paver and the beneficial
owner in the absence of such relationship. the provisions of this
Article shall apply oniy 10 the last-mentioned amount.  In such case,
the vacess purt of the pavments shall remain taxable according to the
laus of each Contracting Party. due regard being had 1o the other
provisions of this Agreement.

?:‘

The provisions of this Anticle shall notapply if it was the mai purpose
or one of the main purposes of any person concerned with the creation
or assignment of the debt-claim in respect of which the interest is paid
o take advantage of this Article by means of that creation or
assignment,
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Article 12

ROYALTIES

t. Royalues arising in a Contracting Party and pad 1o a resident of the
other Contracting Party may be taxed in that other Pary

2. However. such rovalties may also be taxed in the Contracting Pary
which they arixe, and sccording to the laws of that Party. but i the
benuiicial owner of the rovaltics is u resident of the other Contracting
Pary, the ax so charged shall not exceed 15 per cent of the gross
anount of the rovalties. The comperem authorities of the Contracting
Partics shall by muwal agreement settle the mode of application of this
limitation.

L ¥

The term “royalties™ as used m this Anticle means pavments of any
kind received as a consideration for the use of, or the right 10 use. any
copyright of literary. artistic or scientific work including sofiware.
cmematograph-films. or films or apes used for radio or wlevision
hraadcasting, any patent. trade mark. design or model. plan. secret
formula or process, or for the use of, or the right 10 use. industrial.
commercial or scientific equipment, or for information concerning
industrial, commercial or scientific experience.

4. The provisions of paragraphs 1 and 2 shall not apply if the beneficial
owner of the royalties, being a resident of a Contracting Party, carries
on business in the other Contracting Party in which the rovalties arise
through a permancent establishment situated therein, or performs in that
other Party independenmt personal services fromy a fixed base situated
therein, and the right or property in respect of which the ravalties are
paid is effectively connceted with such permanent establishment or
fixed base. In such case. the provisions of Article 7 or Article 13, as
the case may be, shall apply.

to

Rovalties shall be deemed 10 anse in a Conwacting Party when the
paver s a resident of that Pany. Where. however, the person paving
the rovalties. whether he i a residem of a Contracting Parts or net. has
in a Contraciing Party 2 permanent establishment or a fixed base in
connection with which the liability 10 pay the rovalties was incurred.
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and such rovalties are home by such permanent establishment ar fixed
buse. then such royalties shall be deemed to arise in the Pariy in which
the permanent establishment or fixed hase is siwated.

f. Where. by reason of a special relationship between the paver and the
beneficial owner or between both of them and some ather person. the
amount of the royalties exceeds. for whatever reasons. the amount
which would have been agreed upon by the payer and the beneficial
owner i the absence of such relationship, the provisions of this
Article shall apply only 10 the last-mentioned amount. In such case.
the excess part of the payments shall remain taxable according to the

laws of each Contracting Party, due regard being had to the other
provisions of this Agreement.

7. The provisions of this Article shall not apply if it was the main purpose
or one of the main purpuoses of any person concerned with the creation
ot assignment of the rights in respect of which the royalties are paid to
take advantage of this Article by means of that creation or assignment.

Article 13
CAPITAL GAINS

I. Gains derived by a resident of a Contracting Party from the alienation
of immovable property referred 10 in Article 6 and situated in the other
Contracting Party may be taxed in that other Party.

to

Gains from the alienation of movable property forming part of the
business property of a permanent establishinent which an enterprise of
a Contracting Party has in the other Contracting Party or of movable
property pertaining to a fixed base available 1o a resident of g
Contracting Party in the other Contracting Party for the purpose of
performing independent personal services, including such gains trom
the alienation of such a permanent establishment (alone or with the

whaole enterprise} or of such fixed base, may be taxed in that other
Party.

4

3. Gains derived by an enterprise of a Contracting Party from the
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alienation of ships or aircrafi operated in imtemations! waflfic or
movable property pertaining to the vperation of such ships or aircruf;
shall be wnabiz onfy m that Pany,

-

5 Gains derived by @ resident of o Contracting Parts from the alienation
of shares of u compuany deriving more than 50 per cem of its assel
value directh or indirecth from immovable property siuated in the
other Contracting Parn may be taned in that other Party However,
this paragraph does not apply to gains derived from the alieratior of
shares yuoted on a stock exchange of either Contracting Pariy or am
other stock exchange us may be sgreed between the compeient
authoriiies.

5. Gains from the alienation of any praoperty. other than that referred w in
paragraphs 1. 2. 3 and 4. shall be taxablc only in the Contracting Parny
of which the alienator i$ a resident.

Article 14
INDEPENDENT PERSONAL SERVICES

I. Income derived by a resident of a Conwracting Party in respect of
professional services or other independent activitics of a similar
character shall be taxable only in that Party except in the following
circumstances, when such income may also be taxed in the other
Contracting Party:

{a} if he has a fixed base regularly available o him in the other
Contracting Party for the purpose of performing his activities: in
that case. only so much of the income as is attributable w0 that
fixed base may be taxed in that other Contracting Party; or

(b)  ifhisstay in the other Conrracting Party is for a period or perieds
amounting 10 or excecding in the aggregate 183 days in any
twelve-month period commencing or cnding in the taxable
period concerned: in that case. only so much of the income ax is
derived from his activities performed in that other Contracting
Party may be taxed in that other Comracung Parny.
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2o e term Uprofessional senvices” includes. especialiy L imdependon:
scientific, literan . aristic, educanona! of teaching actis itivs as weli -

e independent activiiies of  phasicion, lawserss engineers.

architects, dentists and accouniunts.,

Article 13

DEPENDENT PERSONAL SERVICES

oo Subject o the provisions of Asticies To. 18, 19 and 20. salanes. wages
and other similar remuneration derived by a resident of a Contracting
Party in respect of an employment shall be 1axable only in that Pam
uniess the emplovment is exercised in the other Contracting Pariy. T
the emplovment iz so exercised. such remuneration as is derived
therefrom may be taxed in that other Party.

= Nowithstanding the provisions of paragraph 1. remuneraion derived
by a resident of a Contracting Party in regpect of an emploviment
exercised in the other Contracting Pany shall be taxable only in the
first-mentioned Parny if:

(a) "the recipient is present in the other Party for a period or periods
nol exceeding in the aggrepate 183 davs in any twel e-month
period commencing or ending in the taxable period concerned.
and

thy  the remuneration is puid by, or on behalf of. an emples er who is
not a resident of the other Parry, and

(¢} the renuneraton is not borne by a permanent establishment or o
fixed base which the empioyer has in the other Parny.

3. - Notwithstanding  the  preceding  provisions  of  this  Article.

remuneration derived in respect of an employment exercised aboard a
ship or aireruft operaied in international tralfic by an caterprise of o
Contracting Party shall be axable only in that Par.
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4. I residem of o Conteacting Party becomes i resident of the other
Contracting Party . payments received by such resident by virue ot his
emplovment i the firstamentioned Party as severancee indemniny or
other similar lump sun payments, are wxed in that Contracting Pariy,

Article 16
DIRECTORS" FEES

Direcrors” fees and other similar payments derived by a resident of a
Conwracting Party in his capacity as 2 member of the board of directars of a
company which is a resident of the other Contracung Party may be taxed in
that other Party.

Article 17
ARTISTES AND SPORTSMEN

1. Nawithstanding the provisions of Articles 14 and 13. income derived
by a resident of a Contracting Party as an entertainer. such as a theatre.
motion picture. radio or 1elevision artiste, or a musician, or as a
sportsman, from his personal activities as such exercised in the other
Contracting Party. may be taxed in that other Party.

!J

Where income in respect of personal activities exercised by an
enlertainer or a sportsman in his capacity as such accrues not 10 the
entertainer or sponsman himself but to another person. that income
may, notwithstanding the provisions of Articles 7, 14 and 15. be taxed
in the Contracting Party in which the activities of the entertainer or
sportsthan are exercised.

Article 18
PENSIONS
1. Suhjear to the provisions of paragraph 2 of Article 19. pensions and

ather similar remuneration paid 10 a resident of a Contracting Pamy in
consideration of past emplovment shall be taxabie only in that Pany.
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However. sach pensions and other similar remuneration may also be
taxed in the other Contracting Party if they arise in that Par.

[J

Pensions and other similar remuneration arising in a Contracting Pary
include pavment out of a pension fund or scheme in which individuals
may partcipate in order 10 secure retirement benefits, where such
pension fund or scheme is recognised for tax purposes or regulated in
accordance with the taws of that Contracting Party.

Article 19
GOVERNMENT SERVICE

. (a} Salaries, wages and other similar remuneration. other than a
pension, paid by the Government of a Contracting Party or a
political or administrative subdivision or a local authority thereof
10 an individual in respect of services rendered to that Party or
subdivision or authority shall be taxable only in that Party.

(b} However. such salaries. wages and other similar remuneration
shall be taxable only in the other Contracting Party if the services
are rendered in that Party and the individual is a resident of that
Party who: -

(i) in the case of the Hong Kong Special Administrative
Region, has the right of abode therein and in the case of
Ialy, is a national thereof: or

(i) did not become a resident of that Parly solely for the
purpose of rendering the services.

2. {a} Any pension paid by. or paid out of funds created or contributed
by. the Government of a Contracting Party or a political or
administrative subdivision or a local authority thereof to an
individual in respect of services rendered to that Pany or
subdivision or authority shall be taxable only in that Pany.

@ tb} However, such pension may also be taxed in the other
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Contracting Party if the individual is a resident of that Party and
(i} in the case of the Hong Kong Special Administrative
Region. has the right of abode therein;
(i1} in the case of haly. is a national thereof.

tas

The provisions of Articles 15, 16, 17 and 18 shall apply © salaries,
wages, pensions, and other similar remuneration. in respect of services
rendered in connection with a business carried on by a Contracting
Party or a political or administrative subdivision or a local authority
thereof.

Article 20
STUDENTS

1. Payments which a student who is or was immediately before visiting a
Contracting Party a resident of the other Contracting Party and who is
present in the first-mentioned Contracting Party solely for the purpose
of bis education or training receives for the purpose of his
maintenance, education or training shall not be taxed in that Party.
provided that such payments arise from sources outside that Party.

gd

The benefits of this Article shall extend only for a period not exceeding
six consecutive years from the date of his arrival in the first-mentioned
- Party.

Article 21
OTHER INCOME

1. hems of income of a resident of a Contracting Party, wherever arising,
not dealt with in the foregoing Articles of this Agreement shall be
taxable only in that Party.
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P

The provisions of paragraph 1 shall not apply 10 income. other than
income {rom immovable property as defined in paragraph 2 of Article
6. 11" the recipient of such income. being a resident of a Contracting
Pary. carries on business in the other Contracting Party through u
permanent establishment situated therein. or performs in that other
Party independent personal services from a fixed base situated therein,
and the right or property in respect of which the income is paid is
effectively connected with such permanent establishment or fixed
base. In such case. the provisions of Anticle 7 or Article 14. as the case
may be, shall apply.

Where, by reason of a special relationship between the persons who
have carried on activities from which income referred to in paragraph
I are derived, the payment for such activities exceeds the amount
which would have been agreed upon by independent persons. the
provisions of paragraph 1 shall apply only to the last mentioned
amount. In such case, the excess part of the payments shall remain
laxable according to the laws of each Contracting Party, due regard
being had to the other provisions of this Agreement.

The provistons of this Article shall not apply if it was the main purpose
or one of the main purposes of any person concerned with the creation
or assignment of the rights in respect of which the income is paid to
take advantage of this Article by means of that creation or assignment.

Chapter IV

METHODS FOR ELIMINATION OF DOUBLE TAXATION

Article 22
ELIMINATION OF DOUBLE TAXATION

Itis agrced that double taxation shall be avoided in accordance with
the following paragraphs of this Article.

In the case of the Hong Kong Special Administrative Region. subject
to the provisions of the laws of the Hong Kong Special Administrative

Camera dei Deputati — 2515
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Region relating 10 the allowance of a credit against Hong Kong
Special Administrative Region tax of tax paid in a jurisdiction outside
the Hong Kong Special Administrative Region (which shall not affect
the general principle of this Anticle). [talian tax paid under the faws of
haly and in accordance with this Agreement. whether directly or by
deduction, in respect of income derived by a person who is a resident
of the Hong Kong Special Administrative Region from sources in
laly, shall be allowed as 8 credit against Hong Kong Special
Administrative Region tax payable in respect of that income. provided
that the credit so allowed does not exceed the amount of Hong Kong
Special Administrative Region tax computed in respect of that income
in accordance with the tax laws of the Hong Kong Special
Administrative Region.

e

In the case of ltaly:

If a resident of Italy owns items of income which are taxable in the
Hong Kong Special Administrative Region, Italy, in determining its
income taxes specified in Article 2 of this Agreement, may include in
the basis upon which such taxes are imposed the said items of income.
unless specific provisions of this Agreement otherwise provide.

In such a case, ltaly shall deduct from the taxes so calculated the
income tax paid in the Hong Kong Special Administrative Region but
in an amount not exceeding that proportion of the aforesaid Italian tax
which such items of income bear to the entire income.

The tax paid in the Hong Kong Special Administrative Region for
which deduction is granted is only the pro rata amount corresponding
to the foreign income which is included in the aggregate income.

However, no deduction shall be granted if the item of income is
subjected in Italy to a substitute tax or io a final withholding tax, or to
substitute taxation at the same rate as the final withholding tax. also by
request of the recipient, in accordance with the Itaiian law.

4. Where in accordance with any provision of this Agreement income
derived by a resident of a Contracting Party is excrpt from tax in that
Party, such Party may nevertheless, in caleulating the amount of tax on
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the remaining inconie of such resident. take into account the exempted
Income.

Chapter V

SPECIAL PROVISIONS

Article 23
NON-DISCRIMINATION

1. Persons who. in the case of the Hong Kong Special Administrative
Region. have the right of abode or are incorporated or otherwise
constituted therein, and. in the case of laly, are [talian nationals, shall
not be subjected in the other Contracting Party 1o any taxation or any
requirement conpected therewith, which is other or more burdensome
than the waxation and connected requirements to which persons who
have the right of abode or are incorporated or otherwise constituted in
that other Party (where that other Party is the Hong Kong Special
Administrative Region) or nationals of that other Party (where that
other Party is lialy) in the same circumstances, in particular with
respect to residence, are or may be subjected. This provision shall.
notwithstanding the provisions of Article 1, also apply to persons who
are nol residents of one or both of the Contracting Parties.

2. The taxation on a permanent establishment which an enterprise of a
Contracting Party has in the other Contracting Party shall not be less
_favourably levied in that other Party than the taxation levied on
entérprises of thal other Party carrving on the same activities. This
provision shall not be construed as obliging a Contracting Party 1o
grant 10 residents of the other Contracting Party any personal
allowances, reliefs and reductions for taxation purposes on account of
civil status or family responsibilities which it granis to its own
residents.

s

Except where the provisions of paragraph | of Article 9. paragraph 7 of
Article 11, paragraph 6 of Article 12, or paragraph 3 of Article 21,
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apply. interest, rovalties and other disbursements paid by an enterprise
of @ Contracting Party to a resident of the other Contracting Party
shall. for the purpose of determining the taxable profits of such
enterprise. be deductible under the same conditions as if' thev had been
paid 1o a resident of the first-mentioned Party.

4. Enterprises of a Contracting Panty, the capital of which is wholly or
partly owned or controlled. directly or indirectly, by one or more
residents of the other Contracting Party, shall not be subjected in the
first-mentioned Party 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 Party are or may be subjected.

Article 24
MUTUAL AGREEMENT PROCEDURE

1. Where a person considers that the actions of one or both of the
Contracting Parties result or will resnit for him in taxation not in
accordance with the provisions of this Agreement, he may,
urespective of the remedies provided by the domestic law of those
Parties, present his case to the competent authority of the Coniracting
Party of which he is a resident or, if his case comes under paragraph 1
of Article 23, to that of the Contracting Party in which he has the right
of abode or is incorporated or otherwise constituted (in the case of the
Hong Kong Special Administrative Region) or of which he is a
national (in the case of Italy). The case must be presented within two
years from the first notification of the action resulting in taxation not
in accordance with the provisions of this Agreement.

2. The competent authority shall endeavour, if the objection appears to it
to be justified and if it is not itself able to arrive at a satisfactory
solution, 1o resolve the case by mutual agreement with the competent
authority of the other Contracting Party, with a view to the avoidance
of taxation which is not in accordance with this Agreement.

3. The competent authorities of the Contracting Parties shall endeavour
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W resolve by mutual agreement any ditficulties or doubis arising as 1o
the interpretation or application of this Agreement. They may also
consull together tor the elimination of double wxation in cases not
provided tor in this Agreement.

-

The competent authorities  of the Contracting  Parties may
communicate with each other directly. including through # join
commiission consisting of themselves or their representatives. for the
purpose of reaching an agreement in the semse of the preceding
paragraphs,

h

Where,

(a) under paragraph |. a person has presented a case to the
competent authority of a Contracting Party on the basis that the
actions of one or both of the Contracting Parties have resulied for
that person in taxation not in accordance with the provisions of this
Agreement. and

(b} the competent authorities are unable 1o reach an agreement o
resolve that case pursuant to paragraph 2 within two years from the

presemation of the case to the competent authority of the other
Contracting Party,

any unresolved issues arising from the case shall be submitted for
arbitration upon request by the person and subject to both competent
autherities and the person agreeing in writing to be bound by the
decision of the arbitration board. These unresolved issues shall not.
however, be submitted to arbitration if a decision on these issues has
already been rendered by a court or administrative tribunal of either
Party. The decision of the arbitration board in a particular case shall
be binding on hoth Contracting Parties with respect to that case and
shall be implemented notwithstanding any time limits in the domestic
laws of these Parties. The competent authorities of the Contracting

Parties shall by mutual agreement settle the mode of application of
this paragraph.
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Article 25
EXCHANGE OF INFORMATION

The competent authorities of the Contracting Parties shall exchange
such information as is foreseeably relevant for carrying out the
provisions of this Agreement or 1o the administration or enforcement
of the domestic laws of the Contracting Parties concerning taxes
covered by this Agreement, insofar as the taxation thereunder is not
contrary to this Agreement. The exchange of information is not
restricted by Article 1.

Any information received under paragraph 1 by a Contraciing Party
shall be treated as secret in the same manner as information obtained
under the domestic laws of that Party and shall be disclosed only to
persons or authonties {including courts and administrative bodies)
concerned with the assessment or collection of, the enforcement or
prosecution in respect of,, or the determinarion of appeals in relation to
the taxes referred to in paragraph 1. Such persons or authorities shall
use the information only for such purposes. They may disclose the
information in public court proceedings or in judicial decisions.

Inno case shall the provisions of paragraphs 1 and 2 be construed so as
to impose on a Contracting Party the obligation:

{(a) to carry out administrative measures at variance with the laws
and the administrative practice of that or of the other Contracting
Party;

(b) 1o supply information which is not obtainable under the laws or
in the normal course of the administration of that or of the other
Contracting Party;

(c) tosupply information which would disclose any trade, business.

industrial, commercial or professional secret or trade process, or

-information the disclosure of which would be contrary to public
policy (ordre public).

If information is requested by a Contracting Party in accordance with
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this Anticle. the other Contracting Party shall use its information
gathering measures to obtain the requested information. even though
that other Party may not need such information for its awn tax purpose.
The obligation comained in the preceding sentence is subject W the
limitations of paragraph 3 but in ne case shall such limiations be
vonstrued to permit a Contracting Pary 10 decline to supply information
solely because it has no domestic interest in such information.

I no case shall the provisions of paragraph 3 be construed 10 permit o
Contracting Party to decline to supply information solely because the
information is held by a bank. other financial institution. nominee or
person acting in an agency or a fiduciary capacity or because it relates o
ownership interests in a person.

Article 26
MEMBERS OF GOVERNMENT MISSIONS

Nothing in this Agreement shall affect the fiscal privileges of members of
government missions, including consular posts, under the general rules of
international law or under the provisions of special agreements.

Article 27
MISCELLANEOUS -

Nothing in this Agreement shall prejudice the right of each Contracting

Party to apply its domestic laws and measures to prevent fiscal evasion and
tax avoidance, whether or not described as such.
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Chapter V|

FINAL PROVISIONS

Article 28
ENTRY INTO FORCE

Each of the Contracting Parties shall notify the other of the completion of
the procedures required by its law for the bringing into force of this
Agreement. This Agreement shall enter into force on the date of receipt of
the later of these notifications and shall thereupon have effect:

(a) in aly:

(iY.  in respect of taxes withheld at source, to income derived on or
afier 1 January in the calendar vear next following that in
which this Agreement enters into force;

(i)  in respect of other taxes on income. to taxes chargeable on or
after 1% January in the calendar year next following that in
which this Agreement enters into force;

(b) inthe Hong Kong Special Administrative Region: .

in respect of Hong Kong Special Administrative Region tax, for any
year of assessment beginning on or after 1* April in the calendar year
next following that in which this Agreement enters into force.

Article 29
TERMINATION

This Agreement shall femain in force until terminated by a Contracting
Party. Either Contracting Party may terminate this Agreement, by giving
the other Contracting Party written notice of termination at least six months
before the end of any calendar year afier the period of five years from the
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date ore which this Agreement enters into force.  In such event. this
Agreement shall cease 10 have effect:

G dabye

tir  inrespect of wxes withheld at source. 10 income derived on or
after 1" January in the calendar vear next following that in
which the notice is given:

iy in respect of other taxes on income. 10 taxes chargeable for any
taxable period beginning on or after 1™ January in the calendar
vear next following thai in which the notice is given:

{b) in the Hong Kong Special Administrative Region:
in respect of Hong Kong Special Administrative Region wx. for am
vear of assessment beginning on or afier 1™ April in the calendar year

next following that in which the notice is given.

IN WITNESS WHEREOF, the undersigned. duly authorized thereto. have
signed this Agreement.

DONE in duplicate av T+ 6. 500G wis 16 day of .JAYAR
20...1.% ... in the Italian and English languages. both texts being equally

authentic.
For the Government of For the Government of the Hong
the ltalian Republic ~ Kong Special Administrative
! Region of the People’s Republic of
China
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PROTOCOL.

to the Agreement between the Government of the Italian Republic and the
Government of the Hong Kong Special Adminiswrative Region of the
: ~aple’s Republic of China for the avoidance of double taxation with
respect 10 taxes on income and the prevention of fiscal evasion.

At the time of signing of the Agreement between the Government of the
{talian Republic and the Goverment of the Hong Kong Special
Administrative Region of the People’s Republic of China for the avoidance
of double taxation with respect to taxes on income and the prevention of
fiscal evasion (“the Agreement™), the Governments of the Contracting
Parties have agreed upon the following additional provisions which shall
form an integral part of the Agreement.

It is understood that:

1. with reference to paragraph 3(¢) of Asticle 11, the competent
authorities of the Contracting Parties shall inform each other in writing
“of the agencies or instrumentalities 10 which the paragraph applies.

12

with reference to paragraphs ! and 2 of Article 19, remuneration paid
to an individual in respect of services rendered to the Bank of Ttaly or
to the ltalian Foreign Trade Institution (I.C.E.), are covered by the
provision$ conceming government service.

3. with reference to paragraph 3 of Article 24, both Contracting Parties
consider that the implementation of reliefs and refunds following a
mutual agreement ought to remain linked to the time limits prescribed
by their domestic laws for commencement of procedures.

4. with reference w0 Article 25, it does not prohibit the use by the tax
authorities of the Italian Republic, for taxes that are administrated and -
enforced by such tax authorities. of materials such as assessments.
calculations, tabulations, listings, reports and work product of a
similar nature. which are derived from the legitimate use of the
information exchanged under paragraph 2 of Article 25.

It is further understood that, if at any time after the entry into force of
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the Agreement. under any agreement benveen the Hong Kong Special
Administrative Region and a third jurisdiction which is a member of
the Global Forum on Transparency and Exchange of Information for
Tax Purposes. the Hong Kong Special Administrative Region agrees
to exchange information on taxes other than the taxes covered by the
Agreement. then the Hong Kong Special Administrative Region will
pursue with expedition a negotiation with the jtalian Republic aiming
to extend the scope of Article 25 1o apply to such other taxes.

)
’

with reference 1o Article 25, information shall not be disclosed to any
third jurisdiction for any purpose without the prior consent of the
competent authority of the Contracting Party providing the
information.

6. with reference 10 haly:

{a)  Taxeswithheld at source in a Contracting Party will be refunded
by request of the taxpayer or of the Party of which he is a
resident if the right to collect the said taxes is affected by the
provisions of the Agreement. '

(b} Claims for refund, that shall be produced within the time limit
fixed by the law of the Contracting Party which is obliged to
carry out the refund, shall be accompanied by an official
certificate of the Contracting Party of which the taxpayer is a
resident certifying the existence of the conditions required for
being entitled to the application of the allowances provided for
by the Agreement.

(¢} By mutual agreement, the competent authorities of the
Contracting Parties shall settle the mode of application of this
paragraph. in accordance with the provisions of Article 24 of
the Agreement.

{d}  The provisions of subparagraph (c) of this paragraph shall not
prevent the competent authorities of the Contracting Parties
from the carrying out. by mutual agreement, of other practices

for the application of the limitations provided for in the
Agreement.
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IN WITNESS WHEREOF, the undersigned. duly authorized therero, have
signed this Protocol. )

¢

DONE in duplicate at FDn G SO, this .19, day of JANNFL

------

20.0%....... in the ltalian and English languages. both texts being equally
authentic.

For the Government of For the Government of the Hong
the ltalian Republic Kong Special Administrative
Region of the People’s Republic of

W | China
. / C.¢

/



