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u. An enferpris strait no’t be deemed to have a permanent establishment in aContracting State merely because it carries on business in that State through a broker,general commission agent or any other agent of an independent status, provided that suchpersons are acting in the ordinary course of their business.

7. The fact that a company which is a resident of a Contracting State controls or iscontrolled by a company hich is a resident of the other Contracting State, or which carrieson business in that other State (whether through a permanent establishment or otherwise),shall not of itself constitute either company a permanent establishment of the other.

CHAPTER III

TAXATION OFINCOME

Article 6

INCOME FROM IMMOVABLE PROPERTY

1. Income derived by a resident of a Contracting State from immovable propertyincluding income from agriculture or forestry) situated in the other Contracting State maybe taxed in that other State.

. The term immovable property shall have the meaning which it has under the law ofthe Contracting State in which the property in question is situated. The term shall in anycase include property accessory to immovable property, livestock and equipment used inagrieuliure and forestry, rights to which the provisions of general law respecting landedproperu apply, usufruct of immovable property and rights to variable or fixed payments asconsideration for the working of, or the right to work, mineral deposits. sources and othernatural resources; ships and aircraft shall not be regarded as immovable property.
. The provisions of paragraph I shall apply to income derived from the direct use,letting. or use in any other form of immovable property.

4. Where the ownership of shares or other rights directly or indirectly entitles the oerof such shares or rights to the enjoyment of immovable property, the income from the directuse, letting or use in any other form of such right to the enjoyment may be taxed in theContracting State in which the immovable property is situated.

. The provisions of paragraphs 1, 3 and 4 shall also apply to the income fromimmox able property of an enterprise.

Article 7

BUSINESS PROFITS

I. The profits of an enterprise of a Contracting State shall be taxable only iii that Stateunless the enterprise carries on business in the other Contracting State through a



1•rniailt eara1thnuared thereinfthe enterprise carries on business as aforesaid,the profits of the enterprise may be taxed in the other State but only so much of them as isattributable to that permanent establishment.

2. Subject to the provisions of paragraph 3, where an enterprise of a Contracting Statecarries on business in the other Contracting State through a permanent establishmentsituated therein, there shall in each Contracting State be attributed to that permanentestablishment the profits which it might be expected to make if it were a distinct andseparate enterprise engaged in the same or similar activities under the same or similarconditions and dealing wholly independently with the enterprise of which it is a permanentestablishment.

3. In determining the profits of a permanent establishment, there shall be allowed asdeclucuons expenses which are incurred for the purposes of the permanent establishment,including executix e and general administrative expenses so incurred, whether in the State inwhich the permanent establishment is situated or elsewhere.

4. No profits shall be attributed to a permanent establishment by reason of the merepurchase by that permanent establishment of goods or merchandise for the enterprise.

5. For the purposes of the preceding paragraphs, the profits to be attributed to thepermanent establishment shall be determined by the same method year by year unless thereis good and sufficient reason to the contrary.

6. Where profits include items of income which are dealt ith separately in other Articlesiif tIns Agreement. then the provisions of those Articles shall nor be affected by theprovisions of this Article.

Article 8

SHIPPING AND AIR TRANSPORT

I Profits of am enterprise of a Contracting State from the operation of ships or aircraft ininternational traffic shall be taxable only in the Contracting State in which the place ofeffectire management of the enterprise is situated.

2. If the place of effective management of a shipping enterprise is aboard a ship, then itshall be deemed to be situated in the Contracting State in which the home harbour of theship is situated, or, if there is no such home harbour, in the Contracting State of which theoperator of the ship is a resident.

3. The prorisions of paragraph 1 shall also apply to profits from the participation in apool. a joint business or an international operating agency.
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— Thixpnragraph sbiWno1 a1Tdt Thialhoi of the company in respect of the profits out ofwhich the dividends are paid.

3. The term dnidends as used in this Article means income from shares, jouissance”shares or Jouissance” rights, mining shares, founders shares or other rights, not beingdehtclaims, participating in profits, as well as income which is subjected to the sametaxation treatment as income from shares by the laws of the State of which the companymaking the distribution is a resident.

4. The provisions of paragraph 1 and 2 shall not apply if the beneficial owner of thechvidends, being a resident of a Contracting State, carries on business in the otherContracting State of which the company paying the dividends is a resident, through apermanent establishment situated therein, and the holding in respect of which the dividendsare paid is effectively connected with such permanent establishment. In such case theprox isions of Article 7 shall apply.

5. Where a company which is a resident of a Contracting State derives profits or incomefrom the other Contracting State, that other State may not impose any tax on the dividendspaid In the company, except insofar as such dividends are paid to a resident of that otherState or insofar as the holding in respect of which the dividends are paid is effectivelyconnected ith a permanent establishment situated in that other State, nor subject thecompany s undistrihuted profits to a tax on the company s undistributed profits, even if thedividends paid or the undistributed profits consist wholly or partly of profits or incomearising in such other State

Article 11

INTEREST

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

2. However, such interest may also be taxed in the Contracting State in which it arisesand according to the laws of that State, but, if the beneficial owner of the interest is aresident of the other Contracting State. the tax so charged shall not exceed 6 percent of thegross amount of the interest.

3. Notwithstanding the provisions of paragraph 2. interest arising in a Contracting Stateand paid to a resident of the other Contracting State shall be taxable only in that other Stateif the recipient is the beneficial owner of the interest and:

a is that State or the central bank. a political subdivision or local authority thereof:b) the interest is paid by the State in which the interest arises or by a politicalsubchvision. a local authority or statutory body thereof:
c) the interest is paid in respect of a loan, debtclaiin or credit that is owed to, or made,provided, guaranteed or insured by. that State or a political subdivision, local authority orexport finanemg agency thereof:
dl is a financial institution:
e) the interest is paid with respect to indebtedness arising as a consequence of the saleon credit of any edluipment. merchandise or service;
P is a pension fund that is approved for tax purposes by that State and the income ofthat fund is generally exempt from tax in that State.



I
4. Th term interest as used in this Article means income from debt-claims of even’kind, whether or not secured by mortgage and whether or not caroling a right to participatein the debtor s profits, and in particular, income from government securities and incomefiom bonds or debentures, including premiums and prizes attaching to such securities,bonds or debentures, as well as all other income assimilated to income from money lent bythe taxation laws of the State in which the income arises, Penalty charges for late paymentshall not be regarded as interest for the purpose of this Article.

5. The provisions of paragraph 1, 2 and 3 shall not apply if the beneficial owner of theinterest, being a resident of a Contracting State, carries on business in the other ContractingState in which the interest arises, through a permanent establishment situated therein, andthe debt claim in respect of which the interest is paid is effectively connected with suchpermanent establishment. In such case the provisions of Article 7 shall apply.

6. Interest shall be deemed to arise in a Contracting State when the payer is that State itself,a political subdivision, a local authorit or a resident of that State. Where, however, theperson paving the interest, whether he is a resident of a Contracting State or not, has in aContracting State a permanent establishment in connection with which the indebtedness onwhich the interest is pald was incurred and such interest is borne by such permanentestablishment, then such interest shall be deemed to arise in the State in which the permanent establishment is situated.

7. Where, by reason of a special relationship between the payer and the beneficial mimeror between both of them and some other person, the amount of the interest, having regard tothe debt claim for which it is paid, exceeds the amount which would have been agreed uponby the paier and the beneficial owner in the absence of such relationship, the proisions ofthis Article shall apply only to the last-mentioned amount. In such case, the excess part ofthe pcnments shall remain taxable according to the laws of each Contracting State, dueregard being had to the other prox isions of this Agreement.

Article 12

ROYALTIES

1. Royalties arising in a Contracting State and beneficially owned by a resident of theother Contracting State shall be taxable only in that other Contracting State.

2. The term royalties as used in this Article means payments of any kind received as aconsideration for the use of, or the right to use, any copyright of literary, artistic or scientificwork, including cinematographic films and recordings for radio and television, any patent.trade mark, design or model, plan, secret formula or process, or for the use of, or the right touse, industrial, commercial or scientific equipment, or for information concerning industrial,commercial or scientific experience.

.3 The prox isions of paragraph 1 shall not apply if the beneficial owner of the royalties,being a resident of a Contracting State, carries on business in the other Contracting State inhich the royalties arise, through a permanent establishment situated therein and the rightor properi in respect of which the royalties are paid is effectively connected with suchpermanent establishment. In such case the provisions of Article 7 shall apply.

4. \here. by reason of a special relationship between the payer and the beneficial owneror between both of them and some other person, the aanount of the royalties, having regardto the use, right or information for which they are paid, exceeds the amount which wouldhave been agreed upon by the payer and the beneficial owner in the absence of such



reIationjp the provu nsf rhis Are shalt apply only to the last-mentioned amount, Insuch case, the excess part of the payments shall remain taxable according to the laws ofeach Contracting State. due regard being had to the other provisions of this Convention.

Article 13

CAPITAL (1MNS

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

2. Gains from the alienation of movable property forming part of the business property ofa permanent establishment which an enterprise of a Contracting State has in the otherContracting State including such gains from the alienation of such a permanentestablishment (alone or with the whole enterprise) may be taxed in that other ContractingState.

. Cia from the alienation of ships or aircraft operated in international traffic ormovable property pertaining to the operation of such ships or aircraft shall be taxable onlym the Contracting State in which the place of effective management of the enterprise issituated

4 Gains derived by a resident of a Contracting State from the alienation of shares orcomparable interests deriving more than 5O’ of their value directly or indirectly fromimmo able property situated in the other Contracting State ma be taxed in that other State.
5 Gains from the alienation of shares or other rights, which directly or indirectly entitlethe oner of such shares or rights to the enjoyment of immovable property situated in aContracting State. may be taxed in that State.

6. Gains from the alienation of any property other than that referred to in paragraphs 1,2, 3, 4 and 5 shall be taxable only in the Contracting State of which the alienator is aresident.

Article 14

INCOME FROM EMPLOYMENT

1. Subject to the provisions of Articles 15, 17 and 18, salaries, wages and other similarremuneration derived by a resident of a Contracting State in respect of an employment shallhe taxable only in that State unless the employment is exercised in the other ContractingState. If the employment is so exercised, such remuneration as is derived therefrom max’ hetaxed in that other State.

2. otithstancling the provisions of paragraph 1, remuneration derived by a resident ofa Contracting State in respect of an employment exercised in the other Contracting Stateshall be taxable only in the first-mentioned State if:

a the recipient is present in the other State for a period or periods not exceedingin the aggregate 183 days in any twelve month period commencing or ending inthe fiscal year concerned, and
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GOVERNMENT SERVICE

a) Salaries, wages and other similar remuneration paid by a Contracting State or
a political subdivision or a local authority thereof to an individual in respect of
services rendered to that State or subdivision or authority shall be taxable only
in that State.

b) However, such salaries, wages and other similar remuneration shall be taxable
oniv in the other Contracting State if the services are rendered in that State
and the individual is a resident of that State who:

)i) is a national of that State; or
(ii) did not become a resident of that State solely for the purpose of

rendering the services,

a) Notwithstanding the provisions of paragraph 1, pensions and other similar
remuneration paid by, or out of funds created by, a Contracting State or a
political subdivision or a local authority thereof to an individual in respect of
services rendered to that State or subdivision or authority shall be taxable only
in that State.

h) However, such pensions and other similar remuneration shall be taxable only
in the other Contracting State if the individual is a resident of, and a national
of, that State.

3. The provisions of Articles 14, 15, 16 and 17 shall apply to salaries, wages, pensions,and other similar remuneration in respect of services rendered in connection with a business
carried on by a Contracting State or a political subdivision or a local authority thereof.

Article 19

STUDENTS AND APPRENTICES

1. Payments which a student or business apprentice who is or was immediately beforeisiting a Contracting State a resident of the other Contracting State and who is present in
the

firstmcntioned State solely for the purpose of his education or training receives for thepurpose of his maintenance, education or training shall not be taxed in that State, providedthat such payments arise from sources outside that State.

2. In respect of grants, scholarships and remuneration from employment not covered by
paragraph I. a student or business apprentice described in paragraph 1 shall, in addition,
be entitled during such education or training to the same exemptions, relieves or reductions
in respt ct of taxes available to residents of the State which he is visiting.
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MUTUAL AGREEMENT PROCEDURE

I. Where a person considers that the actions of one or both of the Contracting Statesresult or will result for him in taxation not in accordance with the provisions of thisAgreement, he may, irrespective of the remedies provided by the domestic law of thoseStates, present his case to the competent authority of the Contracting State of which he is aresident or, if his case comes under paragraph 1 of Article 22, to that of the ContractingState of which he is a national. The case must be presented within three years from the firstnotification of the action resulting in taxation not in accordance with the provisions of theAgreement

2. The competent authority shall endeaour, if the objection appears to it to be justifiedand if it is not itself able to arrive at a satisfactor solution, to resolve the case by mutualagreement with the competent authority of the other Contracting State, with a view to theavoidance of taxation which is not in accordance with the Agreement. Any agreementreached shall be implemented notwithstanding any time limits in the domestic law of theContracting States.

3 The competent authorities of the Contracting States shall endeavour to resolve bymutual agreement am difficulties or doubts arising as to the interpretation or application ofthe Agreement. They may also consult together for the elimination of double taxation incases riot provided for in the Agreement.

4. The competent authorities of the Contracting States may communicate with eachother directly for the purpose of reaching an agreement in the sense of the precedingparagraphs. When it seems advisable in order to reach agreement to have an oral exchangeof opinions, such exchange may take place through a Commission consisting ofrepresentatn es of the competent authorities of the Contracting States.

Article 24

EXCHANGE
OF INFORMATION

1. The competent authorities of the Contracting States shall exchange such information asis foreseeabl relex ant for carrying out the provisions of this Convention or to theadministration or enforcement of the domestic laws concerning taxes of every kind anddescription imposed on behalf of the Contracting States, or of their political subdivisions orlocal authorities, insofar as the taxation thereunder is not contra’ to the Convention. Theexchange of information is not restricted by Articles 1 and 2.

2. Am information received under paragraph 1 by a Contracting State shall be treatedas secret in the same manner as information obtained under the domestic laws of that Stateand shall be disclosed only to persons or authorities (including courts and administrativebodies) concerned ith the assessment or collection of, the enforcement or prosecution inrespec’t of, the determination of appeals in relation to the taxes referred to in paragraph I, orthe m ersight of the above. Such persons or authorities shall use the information only forsuch purposes. They may disclose the information in public court proceedings or in judicialdecisions.

Notwithstanding the foregoing, information received by a Contracting State may beused for other purposes when such information may be used for such other purposes under
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3. In no case shall the provisions of paragraphs 1 and 2 be construed so as to imposeon a Contracting State the obligation:

a) to carry out administrative measures at variance with the laws andadministratix e practice of that or of the other Contracting State;

h) to supply information which is not obtainable under the laws or in the normalcourse of the administration of that or of the other Contracting State;

c) to supply information which would disclose any trade, business, industrial,
commercial or professional secret or trade process, or information the disclosure ofxhich would be contrary to public policy (ordre public).

4. If information is requested by a Contracting State in accordance with this Article, theother Contracting State shall use its information gathering measures to obtain the requestedinformation, men though that other State may not need such information for its own taxpurposes. The obligation contained in the preceding sentence is subject to the limitations ofparagraph 3 but in no case shall such limitations be construed to permit a Contracting Stateto decline to supply information solely because it has no domestic interest in suchinformation.

5 In no case shall the provisions of paragraph 3 be construed to permit a ContractingState to decline to supply information solely because the information is held b a bank,other financial institution, nominee or person acting in an agency or a fiduciar capacity orbecause it relates to ownership interests in a person.

Article 25

MEMBERS OF DIPLOMATIC MISSIONS AND CONSULAR POSTS

xoihing in this Agreement shall affect the fiscal privileges of members of diplomatic
missions or consular posts under the general rules of international law or under theprovisions of special agreements.
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CHAPTER VI

FINAL PROVISIONS

Article 26

ENTRY INTO FORCE

The Oo ernments of the Contracting States shall notify each other, through diplomaticchannels that the internal procedures required by each Contracting State for the entry intoforce of this Agreement have been complied with.

2. The Agreement shall enter into force after the period of three months following the date ofreceipt of the later of the notifications referred to in paragraph 1 and its provisions shallhate effect.

(1) in respect of taxes withheld at source, on amounts paid or credited to non-residents, on or after the date on which the Agreement enters into force;
(a) in respect of other taxes, for taxation years beginning on or after the date onwhich the Agreement enters into force; and
iiij in all other eases, on or after the date on which the Agreement enters intoforce

Article 27

TERMINATION

This Agreement shall remain in force until terminated by a Contracting State, EitherContracting State may terminate the Agreement, through diplomatic channels, by givingwritten notice of termination at least six months before the end of any calendar yearbeginning on or after the expiration of a period of five years from the date of its ent intoforce In such event, the Agreement shall cease to have effect:

(1) in respect of taxes withheld at source, on amounts paid or credited to non-residents, after the end of that calendar year;
In) in respect of other taxes, for taxation years beginning after the end of thatcalendar year; and

(iii) in all other eases, after the end of that calendar year,

lii imness whereof the undersigned, duly authorised thereto, haxe signed thisAgreement

I
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in the Albanian.Spanish and English lanages, all texts being equally authentic. In ease of divergence ofinterpretation between any of the texts, it shall be resolved in accordance th the procedureregulated under ‘rtic1e 23 of this Agreement
V

For the Republic of Albania For the Kingdom of Spain

Ilir Meta Manuel Mo tobbioDeputy Prime Minister and Ambassador of Spain in TiranaMinister of Foreign Affairs



‘ROTOCOL

At the moment of signing the Agreement between the Republic of Albania and the Kingdom
of Spain for the avoidance of double taxation and the prevention of fiscal evasion with
respect to taxes on income, the undersigned have agreed upon the following provisions
which shall be an integral part of the Agreement.

I Interpretation of the Agreement

It is understood that provisions of the Agreement which are drafted according to the
corresponding provisions of the OECD Model Convention on income and on capital shall
be interpreted according to the OECD Commentaries thereon. The Commentaries —as they
may be revised from time to time—constitute a means of interpretation in the sense of the
Vienna Convention of 23 May 1969 on the Law of Treaties.

II Entitlement to treaty benefits

a> This Agreement shall not be interpreted to mean that a Contracting State is prevented
from applying its domestic legal provisions on the prevention of tax evasion or tax
avoidance.

b> The Contracting States declare that their domestic rules and procedures with respect
to the abuses of law (including tax treaties> may be applied to the treatment of such
abuses.

c) This Agreement does not prevent the Contracting States to apply domestic Controlled
Foreign Company rules.

d) The provisions of Articles 10, 11 and 12 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
shares or other rights in respect of which the dividends are paid, the creation or
assignment of the debt.claim in respect of which the interest is paid, the creation or
assignment of rights in respect of which the royalties are paid to take advantage of
these Articles by means of that creation or assignment.

In witness whereof the undersigned, duly authorised thereto, have signed this
Agreement.
Done in duplicate in Tirana on in the Albanian,
Spanish and English languages, all texts being equally authentic. In case of divergence of
interpretation between any of the texts, it shall be resolved in accordance with the procedure
regulated under Article 23 of this Agreement.

For the Republic of Albania For the Kingdom of Spain

Ilir Meta Manuel Montobbio
Deputy Prime Minister and Ambassador of Spain in Tirana
Ministei of Foreign Affairs


