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No. 3654. CONVENTION’ BETWEEN THE ITALIAN RE-.
PUBLIC AND THE UNITED STATES OF AMERICA FOR
THE AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF FISCAL EVASION WITH RESPECT
TO TAXES ON INCOME. SIGNED AT WASHINGTON,
ON 30 MARCH 1955

The Presidentof the United Statesof America and the Presidentof the
Italian Republic being desirousof concludinga conventionfor the avoidance
of double taxationand the prevention of fiscal evasionwith respectto taxes
on income,haveappointedfor thatpurposeastheir respectivePlenipotentiaries:
ThePresidentof the UnitedStatesof America:

John FosterDulles, Secretaryof State of the United Statesof America;
and

ThePresidentof theItalian Republic:
GaetanoMartino, Minister of Foreign Affairs of the Italian Republic;

who, having communicatedto one anothertheir respectivefull powers,found
in goodanddueform, haveagreeduponthefollowing Articles:

Article I

The taxesreferredto in this Conventionare:

(a) In the caseof the United States:
the Federalincome tax, including surtaxes.

(b) In the caseof Italy:
(1) Tax on land (l’imposta sul reddito dei terreni).
(2) Tax on buildings (l’imposta sul reddito dei fabbricati).
(3) Tax on movablewealth (l’imposta sui redditi di riechezzamobile).
(4) Tax on agriculturalincome (l’imposta sui redditi agrari).
(5) Complementarytax (l’imposta complementareprogressivasul reddito).

Article II

(1) As usedin this Convention:
(a) The term “ United States” means the United States of America,

andwhenusedin a geographicalsenseincludesonly the States,the Territories
of Alaska andHawaii, and the District of Columbia.

1 Cameinto force on 26 October 1956, upon the exchangeof the instrumentsof ratification
at Rome,with retroactiveeffect from 1 January1956, in accordancewith articleXXI.
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(b) The term “Italy” meansthe Italian Republic.

(c) The term “permanentestablishment” means a branch, office, fac-
tory, warehouseor other fixed placeof business,but doesnot include the casual
and temporaryuse of merely storagefacilities, nor does it include an agency
unlessthe agenthasandexercisesa generalauthority to negotiateandconclude
contractson behalfof an enterpriseor hasa stock of merchandisefrom which
he regularly fills orderson its behalf. An enterpriseof oneof the contracting
Statesshall not be deemedto have a permanentestablishmentin the other
Statemerelybecauseit carrieson businessdealingsin suchotherStatethrough
a bonafide commissionagent,broker or custodianacting in the ordinarycourse
of his businessas such. The fact that an enterpriseof one of the contracting
Statesmaintainsin the otherStatea fixed place of businessexclusivelyfor the
purchaseof goodsor merchandiseshallnot of itself constitutesuchfixed place
of businessa permanentestablishmentof such enterprise. The fact that a
corporationof one contractingState has a subsidiary corporationwhich is a
corporationof the otherState or which is engagedin tradeor businessin the
otherStateshallnot of itself constitutethat subsidiarycorporationa permanent
établishmentof its parent corporation.

(d) The term “enterprise of one of the contractingStates” means,as
the casemay be, “ United Statesenterprise“ or “Italian enterprise“.

(e) The term “enterprise” includes every form of undertakingwhether
carriedon by an individual, partnership,corporation,or any otherentity.

(f) The term “ United States enterprise” means an enterprise carried
on in the United Statesby a residentof the UnitedStatesor by a United States
corporation or other entity; the term “United Statescorporation or other
entity” meansa corporationor otherentity createdor organizedin the United
Statesor underthe law of the United Statesor of any Stateor Territory of the
United States.

(g) The term “Italian enterprise” meansan enterprisecarried on in
Italy by a resident of Italy or by an Italian corporation or other entity; the
term “Italian corporationor otherentity” meansa corporationor otherentity
createdor organizedin Italy or underItalian laws, or a partnershipso created
or organized.

(h) The term “competent authorities” means,in the caseof the United
States,the Commissionerof Internal Revenueas authorizedby the Secretary
of theTreasury;andin thecaseof Italy, the Ministry of Finance,GeneralDirec-
torshipfor Direct Taxation.

(2) In the applicationof the provisionsof the presentConventionby one
of the contractingStatesany termnot otherwisedefinedshall, unlessthe context
otherwiserequires,havethe meaningwhich suchterm hasunderthe tax lawsof
suchState.

No 3654



1957 Nations Unies — Recueildes Traités 175

Article III

(1) An enterpriseof one of the contracting Statesshall not be subject
to tax by the othercontractingState in respectof its industrial andcommercial
profits unlessit is engagedin tradeor businessin such other State through a
permanentestablishmentsituatedtherein. If it is so engagedsuchotherState
mayimposeits tax uponthe entireincomeof suchenterprisefrom sourceswithin
suchotherState.

(2) In determiningthe industrialor commercialprofits from sourceswithin
one of the contractingStatesof an enterpriseof the other contractingState, no
profits shallbe deemedto arisefrom themerepurchaseof goodsor merchandise
within the former contractingState by suchenterprise.

(3) Where an enterpriseof one of the contractingStates is engagedin
tradeor businessin the othercontractingStatethrougha permanentestablish-
ment situated therein, there shall be attributed to such permanentestablish-
ment the industrialor commercialprofits which it might be expectedto derive
if it were an independententerpriseengagedin the sameor similar activities
underthe sameor similar conditionsand dealing at arm’s length with the en-
terpriseof which it is a permanentestablishment,and the profits so attributed
shall, subjectto the law of suchothercontractingState,be deemedto beincome
from sourceswithin suchothercontractingStateand shall be assessedaccording
to the lax of suchothercontractingState.

(4) The competentauthoritiesof the two contractingStatesmay lay down
rulesby agreementfor the apportionmentof industrialandcommercialprofits.

(5) In the determination of the net industrial and commercial profits
of the permanentestablishmentthereshallbeallowedasdeductionsall expenses,
whereverincurred, reasonablyallocable to the permanentestablishment,inclu-
ding executiveandgeneraladministrativeexpensesso allocable.

Article IV

Wherean enterpriseof oneof the contractingStates,by reasonof its par-
ticipation in the managementor the financial structureof-an enterpriseof the
othercontractingState,makeswith or imposeson the latter, in their commercial
or financialrelations,conditionsdifferent from thosewhich would be madewith
an independententerprise,any profits which would normally have accruedto
one of the enterprisesbut by reasonof thoseconditionshavenot so accrued,
may be includedin the profits of thatenterpriseandtaxedaccordingly.

Article V

(1) Incomewhich an enterpriseof one of the contractingStatesderives
from the operationof ships or aircraft registeredin that Stateshall be exempt
from taxationin the othercontractingState.

N°3654
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(2) The present Conventionshall be deemed to suspend the arrange-
ment between the United Statesand Italy providing for relief from double
income taxationon shippingprofits, effectedby exchangeof notesdatedMarch
10, 1926 andMay 5, 1926.’

Article VI

If oneof thecontractingStatesimposesa tax basedon propertyandincome,
anenterpriseof theothercontractingState

(1) shall be subject to suchtax for the part which is basedon property
only with respectto propertyusedor employedin the former Statein the acti-
vity of suchenterprise,and

(2) shall be exempt from such tax for the part basedon income, if the
enterpriseis exempt from tax on income accordingto Article [II or Article V
of this Convention.

Article VII

(1) The rateof tax imposedby oneof the contractingStatesupon dividends
receivedfrom sourceswithin such Stateby a residentor corporationor other
entity of the other contractingState not having a permanentestablishmentin
the former Stateshallnotexceed15 percent.

(2) It is agreed,however, that the rate of tax imposedat the source on
dividendsshall not exceedfive percentif the shareholderis a corporationcon-
trolling, directly or indirectly, at least 95 percentof the entire voting power
in the corporationpaying the dividend,and if not morethan 25 percentof the
grossincome of suchpayingcorporationis derivedfrom interestanddividends
otherthan interestanddividendsreceivedfrom its own subsidiarycorporations.
Such reduction of the rate to five percentshall not apply if the relationship
of the two corporationshas beenarrangedor is maintainedprimarily with the
intention of securingsuchreducedrate.

(3) Eachof the contractingStatesreservesthe right to increasethe rates
of tax providedin this Article and, if eitherStateso increasessuchratesin the
caseof residentsor corporationsor otherentitiesof theotherState,eitherState
may terminatethis Article by giving written notice of terminationto the other
State, through diplomatic channels,on or before the thirtieth day of June of
any calendaryear, and in such eventthis Article shall ceaseto be effective on
andafter the first day of Januaryin the yearnext following that in which notice
is given.

1 Leagueof Nations, T~eaiySeries,Vol. CXIII, p. 21.
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Article VIII

Royalties and other amountsreceived as considerationfor the right to
use copyrights, patents,designs, secretprocessesand formulas, trade-marks
andother like property (including in such royalties and otheramountsrentals
andlike paymentsin respectof motion picturefilms or for theuseof industrial,
commercial,or scientificequipment)from sourceswithin oneof the contracting
Statesby a residentor corporationor otherentity of the othercontractingState
not having a permanentestablishmentin the former Stateshallbe exemptfrom
taxationin suchformer State.

Article IX

(1) Incomefrom real property (not including interestderivedfrom mort-
gagesand bondssecuredby real property) and royaltiesin respectof the ope-
ration of mines, quarries,or other natural resources,shall be taxableonly in
the contractingState in which such property, mines, quarries,or othernatural
resourcesare situated.

(2) A resident or corporation or other entity of one of the contracting
Statesderiving anysuchincomefrom sourceswithin the othercontractingState
may,for any taxableyear, electto be subjectto the tax of suchothercontract-
ing State,on a net basis,as if suchresidentor corporationor otherentity were
engagedin trade or businesswithin such other contractingState through a
permanentestablishmentsituatedthereinduringsuchtaxableyear.

Article X

(1) (a) Wages,salariesand similar compensation,and pensionspaid by
the UnitedStatesor by apolitical subdivisionor territorythereofto anindividual
(other than a citizen of Italy or an individual who has permanentresidence
statustherein) shall be exempt from tax by Italy.

(b) Wages,salariesand similar compensation,and pensionspaid by Italy
or by a political subdivision or territory thereofto an individual (other than a
citizenof theUnited Statesor anindividual who haspermanentresidencestatus
therein)shallbeexemptfromtax by theUnited States.

(2) Private pensionsand life annuities receivedfrom sourceswithin one
of the contractingStatesby individuals residing in the other contractingState
shallbeexemptfrom taxationin the former State.

(3) The term “ pensions“, asusedin this Article, meansperiodicpayments
madein considerationfor pastservicesrenderedor by away of compensation
for injuries received.

(4) The term “life annuities “, asusedin this Article, meansa statedsum
payableperiodicallyat stated times during life, or during a specified number
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of years,underan obligation to makethe paymentsin returnfor adequateand
full considerationin moneyormoney’sworth.

Article XI

(1) Compensationfor labor or personalservices, including the practice
of the liberal professions,shallbe taxableonly in the contractingStatein which
suchservicesare rendered.

(2) The provisionsof paragraph(1) are,however,subjectto the following
exceptions: -

(a) A residentof Italy shall be exemptfrom United Statestax upon such
compensationif he is temporarily presentin the United Statesfor a period
or periodsnot exceedinga total of ninety daysduring the taxableyear andthe
compensationreceivedfor suchservicesdoesnot exceed$ 2,000in the aggre-
gate. If, however,such compensationis receivedfor labor or personalservices
performedas an employeeof, or undercontractwith, a residentor corporation
or otherentity of Italy, he shall be exemptfrom United Statestax if his stay
in the United Statesdoesnot exceeda total of ninety days during the taxable
year.

(b) The provisions of paragraph(2) (a) of this Article shallapply, mutatis
mutandis,to a residentof the United Stateswith respectto compensationfor
personalservicesotherwisesubjectto income tax in Italy.

(3) The provisionsof this Article shall haveno application to the income
to which Article X (1) relates.

Article XII

A studentor businessapprenticewho is a residentof oneof thecontracting
States(otherthan a citizenof the othercontractingState)butwho is temporarily
presentin the other contractingState exclusively for the purposeof study or
training shall be exemptby such other State from tax on paymentsmade to
him by personsresidentin the former Statefor the purposeof his maintenance,
educationandtraining.

Article XIII

A residentof oneof thecontractingStates(otherthana citizen of the other
contractingState),who temporarily visits the other contractingState for the
purposeof teachingfor a period not exceedingtwo years at a university, col-
lege, school, or other educational institution in the other contractingState,
shallbeexemptin suchothercontractingStatefrom tax on his remunerationfor
suchteachingfor suchperiod.

N°3654
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Article XIV
(1) Dividends and interestpaid by an Italian corporationto a recipient,

other thana citizen or residentof the United Statesor a United Statescorpora-
tion or other entity, shall be exempt from all income taxes imposedby the
United States.

(2) Dividends and interestpaid by a United Statescorporationto a reci-
pient, otherthan a citizenor residentof Italy or an Italian corporationor other
entity, shallbe exemptfrom all incometaxesimposedby Italy.

Article XV
(1) It is agreedthat double taxation shall be avoided in the following

manner:

(a) The United Statesin determiningits income taxes specified in Ar-
ticle I of this Conventionin the caseof its citizens,residentsor corporationsmay,
regardlessof any other provisionof this Convention,include in the basis upon
which such taxesare imposedall items of income taxableunder the revenue
laws of the United Statesas if this Conventionhadnot comeinto effect. The
United Statesshall, however,subject to the provisions of sections901, 902,
903, 904, and 905, Internal RevenueCode of 1954, deductfrom its taxesthe
amountof Italian incometaxes.

(b) Italy in determiningits income taxes specified in Article I of this
Conventionin the caseof its citizens,residentsor corporationsor otherentities
may, regardlessof anyother provisionof this Convention,include in the basis
upon which suchtaxesare imposedall items of incomeas if this Conventionhad
not comeinto effect. Italy shall, however,deductfrom the taxesso calculated
the United Statestax on incomefrom sourcesin the UnitedStates(not exempt
from United Statestax under this Convention),other than dividends, but in
an amountnot exceedingthat proportionof theItalian taxeswhich suchincome
(other than such dividends)bearsto the entire income (otherthan such divi-
dends)of thetaxpayer. With respectto dividendsfrom sourceswithin theUnit-
ed Statesandtaxestherein,Italy shall allow as a credit 8 percentof the amount
of such dividends.

(2) Theprovisionsof this Article shallnot beconstruedto denytheexemp-
tionsfrom United Statestax or Italian tax,asthecasemaybe,grantedbyArticles
XII andXIII of this Convention.

Article XVI

Where a taxpayershows proof that the action of the revenueauthorities
of the contractingStateshasresulted,or will result,in doubletaxationcontrary
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to the provisionsof thepresentConvention,he shallbe entitled to lodge a claim
with the Stateof which he is a citizen or, if he is not a citizen of eitherof the
contractingStates,with the Stateof which he is a resident,or, if the taxpayer
is a corporationor other entity, with the State in which it is createdor organi-
zed. Should the claim be upheld, the competentauthority of such State will
come to an agreementwith the competentauthority of the other State with a
view to equitableavoidanceof thedoubletaxationin question.

Article XVII

The competentauthorities of the contractingStatesshall exchangesuch
information (being information available under the respectivetaxation laws
of the contractingStates)as is necessaryfor carrying out the provisionsof the
presentConventionor for the preventionof fraud or for the administration
of statutoryprovisionsagainsttax avoidancein relationto the taxeswhich are
the subject of the presentConvention. Any information so exchangedshall
be treatedas secretandshall not be disclosedto any personsotherthan those
(including a court) concernedwith the assessmentand collection of the taxes
which arethe subjectof the presentConventionor the determinationof appeals
in relation thereto. No information shall be exchangedwhich would disclose
any tradesecretor tradeprocess.

Article XVIII

Eachof thecontractingStatesmay collectsuchtaxes,which are the subject
of this Convention, imposedby the other contractingState (as though such
taxesweretaxesimposedby the former State),as will ensurethatthe exemptions
or reducedratesof taxes grantedunder the presentConventionby such other
Stateshallnot be enjoyedby personsnot entitledto suchbenefits.

Article XIX

(1) The provisionsof this Conventionshall not be construedto deny or
affect in any mannerthe right of diplomatic and consularofficers to other or
additionalexemptionsnow enjoyedby, or which may hereafterbe grantedto,
suchofficers.

(2) The provisions of the present Conventionshall not be construedto
restrict in any mannerany exemption,deduction,credit or otherallowancenow
or hereafteraccordedby the laws of oneof the contractingStatesin the deter-
minationof thetax imposedby suchState.

(3) Shouldany difficulty or doubt ariseas to theinterpretationor applica-
tion of the presentConvention,or its relationshipto conventionsbetweenone
of the contractingStatesandany other State,the competentauthoritiesof the
contractingStatesmaysettlethequestionby mutualagreement.
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Article XX

The competentauthorities of the two contracting Statesmay prescribe
regulationsnecessaryto interpretandcarryouttheprovisionsof this Convention
andmay communicatewith eachother directly for the purposeof giving effect
to the provisionsof this Convention. -

Article XXI

(1) The presentConventionshall be ratified andthe instrumentsof ratifi-
cationshallbeexchangedat Romeassoonaspossible.

(2) The present Convention shall become effective on the first day of
Januaryof the calendaryear in which such exchange takes place. It shall
continueto be effectivefor a periodof five yearsbeginningwith suchfirst day
of Januaryand indefinitely after that period, but may be terminatedby either
of the contractingStatesat the end of the five-year period or at anytime the-
reafter,provided that at leastsix months’ prior notice of termination hasbeen
given and, in suchevent, the presentConventionshall ceaseto be effective on
thefirst dayof Januaryfollowing theexpirationof thesix-monthperiod.

DONE at Washington,in duplicate, in the English and Italian languages,
the two textshaving equalauthenticity,this 30thday of March, 1955.

For the President For the President
of the United States of the Italian Republic:

of America
John Foster DULLES GaetanoM~TINo
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