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No. 4951. CONVENTION’ BETWEEN THE GOVERNMENT
OF THE UNITED STATES OF AMERICA AND THE GOV-
ERNMENT OF PAKISTAN FOR THE AVOIDANCE OF
DOUBLE TAXATION AND THE PREVENTIONOFFISCAL
EVASION WITH RESPECT TO TAXES ON INCOME.
SIGNED AT WASHINGTON, ON 1 JULY 1957

The Governmentof the United Statesof America and the Governmentof
Pakistan,desiring to concludea Convention for the avoidanceof double taxation
andthepreventionof fiscal evasionwith respectto taxeson income,haveappointed
for that purposeas their respectivePlenipotentiaries

The Governmentof the United Statesof America

JohnFoster Dulles, Secretaryof State of the United Statesof America,and

The Governmentof Pakistan

MohammedAu, AmbassadorExtraordinaryand Plenipotentiaryof Pakistan

to the United Statesof America,and
Syed Amjad Ali, Minister of Financeof Pakistan,

who, having communicatedto one anothertheir full powers, found in good and
due form, haveagreedas follows

Article I

(1) The taxeswhich are the subject of the presentConventionare

(a) In the United Statesof America
The Federalincome taxes,including surtaxes(hereinafterreferredto as United
Statestax).

(b) In Pakistan

The income tax, super-taxand the businessprofits tax (hereinafterreferred
to as Pakistantax).

(2) The presentConventionshall also apply to any other taxesof a substan-
tially similar character(including excessprofits tax) imposedby eithercontracting

1 Cameinto force on 21 May 1959, in accordancewith the provisionsof article XIX. The
Conventionwas ratified by the United Statesof Americawith the reservation‘that thesecond
sentenceof paragraph1 of Article XV shall not be ratified”. The text of this reservationwas
communicatedby theGovernmentof the UnitedStatesof Americato theGovernmentof Pakistan
and was agreedto by the latter Government. The exchangeof the instrumentsof ratification.
took placeat Karachi on 21 May 1959.
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Stateafter the dateof signatureof the presentConvention,or by the Government
of any territory to which the presentConventionis extendedunderArticle XVIII.

Article II

(1) In the presentConvention,unlessthe context otherwiserequires

(a) The term “United States”meansthe United Statesof Americaand when
used in a geographicalsensemeansthe Statesthereof, the Territories of Alaska
and Hawaii and the District of Columbia;

(b) The term “Pakistan” meansthe Provincesof Pakistanand the Capital
of the Federation;

(c) The terms “one of the contractingStates” and “the other contracting
State” meanthe United Statesor Pakistan,as the context requires;

(d) The term “tax” meansUnited Statestax, or Pakistantax, as the context
requires

(e) The term “person” includes any body of persons,corporateor not corpo-
rate;

(f) Theterm “company” meansany body corporateor notcorporate,assessed
as a companyunderPakistanlaw relating to Pakistantax;

(g) The term “United Statescorporation” meansa corporation,association
or other like entity createdor organizedin the United Statesor under the law of
the United Statesor of any State•or Territory of the United States

(h) The term “residentof the United States”meansany individualor fiduciary
who is residentin the United Statesfor the purposesof the United Statestax, and
not residentin Pakistanfor the purposesof the Pakistantax,andany United States
corporationor any partnershipcreatedor organizedin the United Statesor under
the laws of the United States,being a corporationor partnershipwhich is not
residentin Pakistanfor the purposesof Pakistantax;

(i) The term “resident of Pakistan” meansany person(other than a citizen
of the United Statesor a United Statescorporation) who is residentin Pakistan
for the purposesof Pakistantax andnot residentin the United Statesfor the pur-
poses of the United Statestax. A companyis to be regardedas a residentof
Pakistanif its businessis managedand controlled in Pakistan;

(j) The terms “resident of one of the contractingStates” and“resident of the
other contractingState” meana personwho is a residentof the United Statesor
a personwho is a residentof Pakistan,as the context requires;

(k) The terms “United Statesenterprise” and “Pakistan enterprise” mean,
respectively,an industrial or commercial enterpriseor undertakingcarriedon in
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the United Statesby a residentof the United Statesandan industrialor commer-
cial enterpriseor undertakingcarriedon in Pakistanby a residentof Pakistan;
andthe terms “enterpriseof one of the contractingStates”and “enterpriseof the
other contractingState”meana United Statesenterpriseor a Pakistanenterprise,
as the context requires;

(1) The term “industrial or commercialprofits” doesnot include rents or
royalties in respectof motion picture films or of oil wells, minesand quarries,or
income in the form of dividends,interest,rents,or royalties,or feesor otherremu-
neration derivedby an enterprisefrom the management,control or supervision
of the trade,business,or otheractivity of anotherenterpriseor concern,or remu-
nerationfor labor or personalservices,or income from the operationof ships;

(in) The term “permanentestablishment”,whenusedwith respectto an enter-
prise of one of the contractingStates, meansa branch,management,factory or
other fixed placeof business,but doesnot includean agencyunlessthe agenthas,
and habitually exercices,a generalauthority to negotiateand concludecontracts
on behalfof suchenterpriseor hasa stock of merchandisefrom which he regularly
fills orderson its behalf. In this connection—

(i) An enterpriseof one of the contractingStatesshall not be deemedto havea
permanentestablishmentin the othercontractingStatemerely becauseit car-
ries on businessdealings in that other contractingState through a bona /lde
broker or generalcommissionagentacting in the ordinarycourseof his business
as such;and

(ii) The fact that a corporationor companywhich is a residentof one of the con-
tracting Stateshas a subsidiarycorporation or companywhich is a resident
of the othercontractingStateor which is engagedin tradeor businessin such
other contractingState (whetherthrough a permanentestablishmentor other-
wise) shall not of itself constitutethat subsidiary corporationor companya
permanentestablishmentof its parent corporation or company;

(n) The term “taxation authorities” means, in the case of the United States,
the Commissionerof Internal Revenueas authorizedby the Secretaryof the Treas-
ury and,in the caseof Pakistan,the CentralBoardof Revenueor their authorized
representatives;and, in the caseof any territory to which the presentConvention
is extendedunderArticle XVIII, the competentauthority for the administration
in such territory of the taxesto which the presentConventionapplies.

(2) In the applicationof the provisionsof the presentConventionby one of
the contractingStates,any term not otherwisedefinedshall, unlessthe context
otherwiserequires,havethe meaningwhich it hasunderthelaws of that contract-
ing State relating to the taxeswhich are the subject of the presentConvention.
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Article III

(1) A United Statesenterpriseshall not be subject to Pakistantax in respect
of its industrial or commercialprofits unlessit is engagedin tradeor businessin
Pakistanthroughapermanentestablishmentsituatedtherein. If it is so engaged,
Pakistantax maybe imposedupon theentireincomeof suchenterprisefrom sources
within Pakistan.

(2) A Pakistanenterpriseshallnot be subject to United Statestax in respect
of its industrial or commercialprofits unlessit is engagedin tradeor businessin
the United Statesthrough a permanentestablishmentsituatedtherein. If it is
so engaged,UnitedStatestax maybe imposedupon the entireincomeof suchenter-
prise from sourceswithin the United States.

(3) When an enterpriseof one of the contractingStatesis engagedin trade
or businessin the other contracting State through a permanent establishment
situatedtherein, there shall be attributed to such permanentestablishmentthe
industrial or commercialprofits which it might be expectedto derive in such other
contractingStateif it werean independententerpriseengagedin the sameor sim-
ilar activities underthe sameor similar conditionsand dealingat arm’s lengthwith
the enterpriseof which it is a permanentestablishment,and the profits so attri-
buted shall be deemedto be incomeof that permanentestablishmentandshall be
taxed accordingly.

Article IV

Where—

(a) an enterpriseof oneof the contractingStatesparticipatesdirectly or indirectly
in the management,control or capitalof an enterpriseof the othercontracting
State,or

(b) the samepersonsparticipate directly or indirectly in the management,control
or capital of an enterpriseof one of the contractingStatesand an enterprise
of the othercontractingState, and

(c) in either case,conditionsare made or imposedbetweenthe two enterprises,
in their commercialor financial relations,which differ from those which would
be madebetweenindependententerprises,

anyprofits, which would but for thoseconditionshaveaccruedto oneof the enter-
prisesbut by reason of thoseconditions havenot so accrued,may be included in
the profits of that enterpriseand taxed accordingly.

Article V

Profits derivedby an enterprise of one of the contracting States from the
operationof aircraftregisteredin suchStateshall beexemptedfrom tax by theother
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contractingState,unlessthe aircraft is operatedwholly or mainly betweenplaces
within such other contractingState.

Article VI

(1) The rate of United Statestax on dividendspaid by a United Statescor-
poration to a Pakistancompany

(i) not having a permanentestablishmentin the United Statesand

(ii) owning sharescarrying more than 50 percentof the voting power in the cor-

poration paying such dividends
shall not exceedfifteen percent.

(2) Where a United Statescorporation

(i) has no permanentestablishmentin Pakistan,and

(ii) is a public companyas definedin paragraph(4) of this Article, and

(iii) owns sharescarryingmorethan 50 percentof the votingpower of a company
which is a residentof Pakistanand is engagedin an industrial undertakingof
the classesspecifiedin section15B of the IncomeTax Act, 1922 (XI of 1922),

the rate of Pakistansuper-taxotherwisepayablewith respectto dividendspaid
by such companyto such corporation shall be reducedby I annain the rupee.

(3) The provisions of section23A of the IncomeTax Act, 1922 (XI of 1922)
(relating to the distribution of companyprofits) shall not apply to the income of
a companyin which sharescarryingmorethan 50 percentof the voting powerare
ownedby a United Statescorporationconstitutinga public company,as defined
in paragraph(4) of this Article, if the companyis engagedin an industrialunder-
taking of the classesspecifiedin section 15B of the IncomeTax Act, 1922 (XI of
1922) andits profits are retainedfor the purposeof its industrialdevelopmentand
expansionin Pakistan.

(4) In paragraphs(2) and(3) of thisArticle, the term “public company”means,
in relation to any year of assessment—

(a) A corporationwhich does not restrict the right to transfer its shares,which
doesnot prohibit the issueof its sharesor debenturesto the public or the sale
of its shareson a stock exchangeand of which sharescarrying morethan
50 percentof the votingpowerwerenot at anytimeduringthepreviousyearheld
by less than six persons;or

(b) A corporationall of whoseshareswereheld at the endof the previousyearby
oneor more public companiesas definedin clause(a) of this paragraph.
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Article VII

(1) Dividends paid by a companywhich is a residentof Pakistanshall be
exempt from United Statestax exceptwhere the recipientthereof is a citizen or
residentor corporationof the United States.

(2) Dividends paid by a United States corporation shall be exempt from
Pakistantax exceptwhere the recipient thereof is residentin Pakistan.

ArUde VIII

(1) Any royalty (other than royalties or rentals from motion picture films)
paid as considerationfor the use of, or for the privilege of using, any copyright,
patent,design,secretprocessor formula, trade-mark,or other like property, and
derivedfrom sourcesin one of the contractingStatesby a residentof the other
contractingState not having a permanentestablishmentin the former State shall
be exempt from tax by such former State.

(2) Where any royalty exceedsa fair and reasonableconsiderationin respect
of the rights for which it is paid, the exemption provided by the presentArticle
shall apply only to so much of the royalty as representssuch fair and reasonable
consideration.

Article IX

(1) Remuneration,including pensionsandannuities,paid by or on behalf of
the Governmentof the United Statesor its political subdivisionsto an individual
who is a citizen of the United States,not ordinarily residentin Pakistan,for serv-
icesrenderedto that Governmentin the dischargeof governmentalfunctions shall
be exemptfrom Pakistantax.

(2) Remuneration,including pensionsand annuities,paid by or on behalf of
the Governmentof Pakistanor the Governmentof a Provincein Pakistanor any
local authority thereof to any individual who is a citizen of Pakistannot having
immigrant statusin the United States,for servicesrenderedin the dischargeof
functions of that Governmentor of local authority, as the casemay be, shall be
exempt from United Statestax.

(3) The provisionsof this Article shall not apply to paymentsin respectof
servicesrenderedin connectionwith any tradeor businesscarriedon for purposes
of profit.
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Article X

(1) A pensionor annuity (otherthana pensionor annuity of the kind referred
to in paragraphs(1) and (2) of Article IX) derivedfrom sourceswithin one of the
contractingStatesby a residentof the other contractingState shall be exempted
from tax by the former State.

(2) The term “annuity,” for the purposesof this Article, meansa statedsum
payable periodically at stated times during life or during a specified or ascer-
tainableperiod of time, underan obligation to make the paymentsin return for
adequateand full considerationin money or money’s worth.

(3) This Article shall not apply to a pensionor annuity payablefrom a super-
annuationfund approvedor recognizedunderthe tax law of Pakistannor to apen-
sion or annuity from a fund, underan employees’ pensionor annuity plan, con-
tributions to which underthe tax law of the United Statesare deductible in de-
terminingthe taxableincome of the employer.

Article XI

(1) An individual, who is a residentof theUnitedStates,shall be exemptfrom
Pakistantax on profits or remunerationin respectof personal(including profes-
sional) servicesperformedwithin Pakistanin any financial year if—

(a) he is presentwithin Pakistanon a temporaryvisit for a periodor periodsnot
exceedingin the aggregate183 days during that year, and

(b) the servicesare performedfor or on behalfof a residentof the United States,
and

(c) the profits or remunerationare subject to United Statestax.

(2) An individual, who is aresidentof Pakistan,shall be exempt from United
Statestax on profits or remunerationin respectof personal(including professional)
servicesperformedwithin the United Statesin any taxableyear if—

(a) heis presentwithin the United Stateson a temporaryvisit for a period or
periodsnot exceedingin the aggregate183 daysduring that year, and

(b) the servicesare performedfor or on behalfof a residentof Pakistan,and

(c) the profits or remunerationare subject to Pakistantax.

Article XII

A professoror teacher,residentin one of the contractingStates,who tempo-.
rarily visits the other contractingState for the purposeof teachingfor a period

No. 4951



218 United Nations— Treaty Series 1959

not exceedingtwo yearsat a university,college, school or othereducationalinsti-
tution in the other contractingState, shall be exemptedfrom tax by such other
contractingState in respectof remunerationfor such teaching.

Article XIII

(1) A residentof one of the contractingStateswho is temporarily presentin
the other contractingState solely

(a) as a studentat a recognizeduniversity, college or school in such other State,
or

(b) as the recipientof a grant,allowanceor awardfor the primary purposeof study
or researchfrom a religious, charitable,scientific or educationalorganization
of the former State

shall be exemptedfrom tax by such otherState (i) on all remittancesfrom abroad
for the purposesof his maintenance,educationor training, and (ii) with respect
to an amount not in excessof 5,000 United Statesdollars for any taxableyear,
representingcompensationfor personalservices.

(2) A residentof oneof the contractingStateswho is temporarily presentin
the other contractingState for a period not exceedingone year, as an employee
of, or under contract with, an enterpriseof the former State or an organization
referredto in paragraph(1), solely to acquire technical,professionalor business
experiencefrom a personother than such enterpriseor organization,shall be ex-
emptedfrom tax by suchotherStateon compensationfor suchperiodin anamount
not in excess of 6,000 United Statesdollars (including remunerationfrom such
personin the other contractingState).

(3) A residentof oneof thecontractingStatestemporarilypresentin the other
contractingState underarrangementswith such other State or agency or instru-
mentalitythereof solely for the purposeof training, study or orientationshall be
exemptedfrom tax by such otherStatewith respectto compensationnot exceed-
ing 10,000 United Statesdollars for the rendition of servicesdirectly related to
such training, study or orientation (including emolumentsand remuneration,if
any, from the employerabroad of such resident).

Article XIV

(1) Effective January 1, 1956 the State Bank of Pakistanshall be exempted
from United Statestax with respect to interest from sourceswithin the United
States.
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(2) Effective January1, 1956 the FederalReserveBanksof the United States
shall be exemptedfrom Pakistantax with respectto interest from sourceswithin
Pakistan.

Article XV

(1) Subjectto the provisionsof the Internal RevenueCode (as in effect on the
dateof signatureof the presentConvention) regarding the allowance of a credit
againstUnited Statestax for tax payablein a territory outsidethe United States,
Pakistantax payable,whetherdirectly or by deduction,in respectof income from
sourceswithin Pakistan shall be allowed as a credit against United States tax
payable in respectof that income. For the purposesof this credit thereshall be
deemedto havebeenpaidbyaUnitedStatesdomesticcorporationtheamountby which
such Pakistantaxes(other than the businessprofits tax) havebeenreducedunder
the provisionsof section15B of the IncomeTax Act, 1922 (XI of 1922) as in effect
on the dateof the signatureof the presentConvention: Provided, That any ex-
tension madeby law of the period within which an industrial undertakingmay
be set up or commencedin order to obtain the reductionprovided in section 15B
shall be deemedto bein effect on the dateof the signatureof the presentConven-
tion.

(2) Subject to the provisionsof Pakistanincome tax law (as in effect on the
dateof signatureof the presentConvention),United Statestax payable,whether
directly or by deduction,by a personresident in Pakistan,in respectof income
from sourceswithin the United States(including income accruingor arising in the
United Statesbut deemed,underthe provisionsof the law of Pakistan,to accrue
or arisein Pakistan)shall be allowedas acredit againstany Pakistantax payable
in respectof that income.

(3) For the purposesof this Article, profits or remunerationfor personal(in-
cluding professional)servicesperformedin one of the contractingStatesshall be
treated as income from sourceswithin that State.

Article XVI

(1) The taxation authorities of the contractingStatesshall exchangesuch
information (being information which is available under their respectivetaxation
laws in the normal courseof administration)as is necessaryfor carrying out the
provisionsof the presentConventionor for the preventionof fraud or for the ad-
ministration of statutory provisionsin relation to the taxeswhich are the subject
of the presentConvention. Any information so exchangedshall be treated as
secret andshall not be disclosedto any personsother than those concernedwith
theassessmentandcollectionof the taxeswhich are the subjectof thepresentCon-
vention. No information shall be exchangedwhich would discloseany trade,busi-
ness, industrial or professionalsecretor trade process.
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(2) The taxationauthoritiesof the contractingStatesmay consult together,
asmaybe necessary,for the purposeof carryingout the provisionsof the present
Conventionandin particularthe provisionsof Articles III and IV. Wherea tax-
payer claims that he has been or may be subjectedto doubletaxationcontrary
to the provisionsof the presentConvention,he may presentthe factsto the taxa-
tion authoritiesof either contractingState. Shouldthe taxpayer’sclaim be deem-
ed worthy of consideration,the taxationauthoritiesshall endeavorto cometo an
agreementwith a view to avoidanceof the doubletaxation in question.

(3) The taxation authorities of bothcontractingStatesmay prescriberegula-
tions necessaryto interpretand carry out the provisions of the presentConven-
tion andmay communicatewith eachotherdirectly for the purposeof giving effect
to the provisionsof the presentConvention.

(4) The provisionsof the presentConventionshallnot beconstruedto restrict
in any mannerany exemption,deduction,credit or other allowancenow or here-
after accordedby the laws of either contractingStatein determiningthe tax of
such State.

Article XVII

(1) The citizens or nationalsof one of the contractingStatesshall not, while
residentin the othercontractingState,be subjectedin such otherState to taxes
or anyrequirementconnectedtherewithwhich is other, higher or moreburdensome
than the taxesand connectedrequirementsto which the citizens or nationalsof
such other State residenttherein are or may be subjected.

(2) The term “citizens” or “nationals”, as used in this Article, includes all
legal persons,partnershipsand associationsderiving their statusfrom, or created
or organisedunder, the laws in force in the respectivecontractingStates.

(3) Nothingcontainedin this Article shall be construed—

(a) as obliging either of the contractingStatesto grant to personsnot residentin
its territory those personalallowances,reliefs and reductionsfor tax purposes
which are by law availableonly to personswho are so resident;or

(b) as affecting any provisionsof the law of Pakistanregardingthe imposition of
tax on a non-residentor the grant of rebateof tax to companiesfulfilling spe-
cified requirementsregardingthe declarationandpaymentof dividends,unless
those requirementsare fulfilled.
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Article XVIII

(1) The presentConventionmay be extended,either in its entirety or with
modifications, to any territory for whoseinternationalrelationseither of the con-
tracting Statesis responsibleand which imposestaxes substantiallysimilar in
characterto those which are the subjectof the presentConventionand any such
extensionshall take effect from such dateand subject to such modifications and
conditions (including conditionsas to termination)as may be specifiedand agreed
betweenthe contractingStatesin notes to be exchangedfor this purpose.

(2) The termination in respectof Pakistanor the United Statesof the present
Convention underArticle XX shall, unless otherwiseexpresslyagreedby both
contractingStates, terminatethe application of the presentConvention to any
territory to which the Conventionhas been extendedunder this Article.

Article XIX

The presentConventionshall come into force on the datewhenthe last of all
such thingsshall havebeendone in the UnitedStatesandPakistanas are necessary
to give the Conventionthe force of law in the United StatesandPakistan,respec-
tively, and shall thereuponhaveeffect—

(a) In the United States,for the taxableyearsbeginningon or after the first day
of Januaryof the year in which the instrumentsof ratificationare exchanged;

(b) In Pakistan,in respectof the “previous years” or the “chargeableaccounting
periods” (asdefinedby the tax laws of Pakistan)beginningon or after the first
dayof Januaryof theyearin which the instrumentsof ratificationareexchanged.

Article XX

The presentConventionshall continuein effect indefinitely but either of the
contractingStatesmay, on or before the 30th day of Junein any calendaryear
not earlier than threeyearsfrom the dateof signatureof the presentConvention,
give to theothercontractingStatewritten noticeof terminationand, in suchevent
the presentConventionshall ceaseto be effective—

(a) in the United States,for the taxableyearsbeginning on or after the first day
of Januarynext following such written notice of termination;and

(b) in Pakistan,in respectof the “previous years” or the “chargeableaccounting
periods” (asdefinedby the tax laws of Pakistan)beginningon or after the first
day of Januarynext following such written notice of termination.
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IN WITNESS WHEREOF, the respectivePlenipotentiarieshavesigned this Con-
vention and haveaffixed thereto their seals.

DONE in duplicateat Washingtonthis first day of July, 1957.

For theGovernmentof the UnitedStatesof America:

JohnFosterDULLES

[SEAL]

For the Governmentof Pakistan:

MohammedALl

[sEAS.]

S. Amjad ALl

[SEAL]

No. 4949


