PART TWO

UNITED NATIONSMODEL DOUBLE TAXATION CONVENTION
BETWEEN DEVELOPED AND DEVELOPING COUNTRIES



PREFACE

1. In order to take advantage of the accumulatgthieal expertise embodied in the reports of
the meetings of the Group of Experts and also élestof different model conventions for the
purpose of the negotiation of bilateral tax treabetween developed and developing countries, the

Ad Hoc Group of Experts on International Cooperatio
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5. The articles in the United Nations Model Conwamtare not intended as a substitute for
negotiations. They are not to be construed asrmnatovisions or as formal recommendations of
the United Nations or as representing either th&mam or minimum concession that either
potential contracting party should grant or demartde give-and-take of the negotiating process. |
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negotiations. For example, a State may conclude d@htreaty without an effective anti-abuse
provision and an exchange of information provisiersimply not worth having. Many States
welcome such provisions in a treaty. If a Stateisilling to accept those provisions, however, the
treaty negotiations may fail. If the process efgand take continues, it may result in a treayith
less than ideal from the perspective of either tguvut is the best treaty that the two Statesaoul
devise, given their difference on certain issugtimately, a negotiated treaty is not likely to be
ratified by the two sides unless both sides belihat the treaty represents the best outcome
available to them and serves their national interes

11. Domestic tax laws may exert an important inflzeson the content of bilateral tax treaties.
Thus, although there was general agreement in E@DBDabout the principles embodied in the
OECD Model Convention and although most bilateaaltreaties conform by and large with the
latter, there are often substantial variations frmme treaty to another, due to differences in the
domestic laws and treaty policies of the variousit@ting States. The OECD Model Tax
Convention is drafted on the principle that theligagion of the provisions of a convention is a
matter for the internal law of the Contracting 8satThe Convention is therefore largely silentdbo
issues of application, as is the OECD CommentatiyggdConvention.

12. States differ widely in their approaches tovpimg rules and procedures for operating
double taxation conventions. One issue that ersasgehether a State should use a consistent set of
rules and procedures applicable to all double tematonventions, or whether different rules and
procedures should apply to each double taxatiomerdtion. Another issue is whether the rules and
procedures should be the same for all forms ofrmeoThere is a trend among States towards the
adoption of general regulations applicable to aillale taxation conventions. These regulations are
sometimes promulgated at the administrative levigother approach is to adopt implementing
provisions through domestic legislation. One depell country, for instance, has adopted
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The reading to follow are based on the United Natio
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113 H 1] ns:
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(b)

The furnishing of services, including consultan
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establlshment prlnC|pIe would favour the mdusizedi countrles Howeve255(e)13 1.157404(e)13.1
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Teisei Fire and Marine Insurance Co., 104 T.C.53395). That case also illustrates problem ofgptéon re-
insurance
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1.

Article 6
INCOME+FROMAMMOVABLEPROPERTY

Income derived by a resident of a Contracting St
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negotiations),” and thirdly, th(mplacement of the
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Attention was drawn at the Group’s 1991 meeting to
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its withholding tax on the gross royalty payments.
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Members from developed countries considered that it
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Convention retains the words “or the use of, or rig
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company only when a substantial portion of the tasaere located withntt
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Observations

The United Nations Model Convention stipulates that
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Observations

The United Nations Model Convention contains a sepa
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With regard to paragraph 4 of article 25, the Group
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documents and exchange of information, either autom
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