CONVENTI ON BETWEEN THE
UNI TED STATES OF AMERI CA AND THE
REPUBLI C OF ESTONI A FOR THE AVO DANCE COF
DOUBLE TAXATI ON AND THE PREVENTI ON OF FI SCAL EVASI ON

W TH RESPECT TO TAXES ON | NCOVE

The United States of America and the Republic of
Estonia, desiring to conclude a Convention for the avoi dance
of double taxation and the prevention of fiscal evasion with

respect to taxes on inconme, have agreed as foll ows:
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ARTI CLE 1

General Scope

1. This Convention shall apply to persons who are
residents of one or both of the Contracting States, except
as ot herw se provided in the Conventi on.

2. The Convention shall not restrict in any manner
any excl usion, exenption, deduction, credit, or other
al l omance now or hereafter accorded:

a) by the aws of either Contracting State; or

b) by any other agreenent between the Contracting
St at es.

3. Not wi t hst andi ng the provisions of subparagraph 2 b):

a) the provisions of Article 26 (Mitual Agreenent
Procedure) of this Convention exclusively shall apply
to any di spute concerning whether a neasure is within
t he scope of this Convention, and the procedures under
this Convention exclusively shall apply to that
di spute; and

b) unless the conpetent authorities determ ne that
a taxation neasure is not within the scope of this
Convention, the nondiscrimnation obligations of this
Convention exclusively shall apply with respect to that
measure, except for such national treatnent or nost-
favored-nation obligations as may apply to trade in

goods under the General Agreenent on Tariffs and Trade.
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No national treatment or nost-favored-nation obligation
under any other agreenent shall apply with respect to
t hat neasure.

c) For the purpose of this paragraph, a "neasure"
is alaw, regulation, rule, procedure, decision,
adm ni strative action, or any simlar provision or
action.

4. Not wi t hst andi ng any provision of the Convention
except paragraph 5 of this Article, a Contracting State may
tax its residents (as determ ned under Article 4
(Resident)), and by reason of citizenship may tax its
citizens, as if the Convention had not cone into effect. For
this purpose, the term"citizen" shall include a forner
citizen or long-termresident whose | oss of such status had
as one of its principal purposes the avoi dance of tax, but
only for a period of 10 years foll ow ng such | oss.

5. The provisions of paragraph 4 shall not affect:

a) the benefits conferred by a Contracting State
under paragraph 2 of Article 9 (Associ ated
Enterprises), under paragraphs 2 and 5 of Article 18
(Pensions, Social Security, Annuities, Alinony, and
Child Support), and under Articles 23 (Relief from
Doubl e Taxation), 24 (Nondiscrimnation), and 25
(Mutual Agreement Procedure); and

b) the benefits conferred by a Contracting State
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under Articles 19 (Governnent Service), 20 (Students,
Trai nees and Researchers), and 27 (Menbers of

Di pl omati ¢ M ssions and Consul ar Posts), upon

i ndi vidual s who are neither citizens of, nor have been

admtted for permanent residence in, that State.

ARTI CLE 2

Taxes Covered

1. The existing taxes to which the Convention shal
apply are:

a) in the United States: the Federal incone taxes
i nposed by the Internal Revenue Code (but excluding the
accunul ated earnings tax, the personal hol di ng conpany
tax, and social security taxes), and the excise taxes
i nposed with respect to the investnent incone of
private foundations (hereafter referred to as "United
States tax");

b) in Estonia: the inconme tax (tulumaks) (but
excluding the tax on insurance conpanies provided in
paragraph 35 of the Estonian incone tax |aw), and the
| ocal inconme tax (kohalik tulumaks), (hereafter
referred to as "Estonian tax").

2. The Convention shall apply also to any identical
or substantially simlar taxes which are inposed after the

date of signature of the Convention in addition to, or in
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pl ace of, the existing taxes. The conpetent authorities of
the Contracting States shall notify each other of any
significant changes which have been nade in their respective
taxation laws or other laws affecting their obligations
under the Convention, and of any official published materi al
concerning the application of the Convention, including

expl anations, regulations, rulings, or judicial decisions.

ARTI CLE 3

General Definitions

1. For the purposes of this Convention, unless the
context otherw se requires:

a) the term"Contracting State" neans the United
States or Estonia as the context requires;

b) the term"United States"” nmeans the United
States of Anmerica, but does not include Puerto Rico,
the Virgin Islands, Guam or any other United States
possession or territory. \Wen used in a geographi cal
sense, the term"United States" includes any area
adj acent to the territorial waters of the United States
Wi thin which under the laws of the United States and in
accordance with international law, the rights of the
United States may be exercised with respect to the sea
bed and its sub-soil and their natural resources;

c) the term"Estonia" nmeans the Republic of
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Est oni a and, when used in a geographi cal sense neans
the territory of Estonia and any other area adjacent to
the territorial waters of Estonia w thin which under
the laws of Estonia and in accordance with
international law, the rights of Estonia may be
exercised with respect to the sea bed and its sub-soi
and their natural resources;

d) the term"person" includes an individual, an
estate, a trust, a partnership, a conpany, and any
ot her body of persons;

e) the term "conpany" neans any body corporate or
any entity which is treated as a body corporate for tax
pur poses;

f) the terns "enterprise of a Contracting State"
and "enterprise of the other Contracting State" nean,
respectively, an enterprise carried on by a resident of
a Contracting State and an enterprise carried on by a

resident of the other Contracting State;
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g) the term"international traffic" neans any
transport by a ship or aircraft operated by an
enterprise of a Contracting State, except when such
transport is solely between places in the other
Contracting State;

h) the term "conpetent authority" neans:

(1) inthe United States, the Secretary of
the Treasury or his del egate; and

(1i) in Estonia, the Mnister of Finance or
hi s authorized representative;

i) the term"national" neans:

(1) any individual possessing the nationality
of a Contracting State; and

(1i) any legal person, partnership or
association deriving its status as such fromthe
laws in force in a Contracting State.

2. As regards the application of the Convention at
any tinme by a Contracting State, any term not defined herein
shal |, unless the context otherw se requires or the
conpetent authorities agree to a common meani ng pursuant to
the provisions of Article 25 (Mitual Agreenent Procedure),
have the neaning which it has at that tine under the | aws of
that State for the purposes of the taxes to which the
Conventi on applies, any meani ng under the applicable tax

| aws of that State prevailing over a neaning given to the
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termunder other | aws of that State.

ARTI CLE 4
Resi dent
1. For the purposes of this Convention, the term
"resident of a Contracting State" neans any person who,
under the laws of that State, is liable to tax therein by
reason of his residence, domcile, citizenship, place of
managenent, place of incorporation, or any other criterion
of a simlar nature.
2. a) However, the term"resident of a Contracting
State" does not include any person who is liable to tax
in that State in respect only of income fromsources in
that State;

b) in the case of incone derived or paid by a
partnership, estate, or trust, this termapplies only
to the extent that the inconme derived by such
partnership, estate, or trust is subject to tax in that
State as the incone of a resident, either in its hands
or in the hands of its partners or beneficiaries; and

c) if an individual is liable to tax as a resident
because the individual is a citizen or pernmanent
resident of a Contracting State and such resident is
not also a resident of the other Contracting State,

then the other State shall consider that individual to
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be a resident of the first-nentioned State only if the
i ndi vidual has a substantial presence, permanent hone
or habitual abode in the first-nmentioned State. If the
individual is a resident of both Contracting States,
his State of residence shall be determ ned under
par agr aph 4.
3. The term"resident of a Contracting State"

i ncl udes:

a) that State, a political subdivision, or a |ocal
authority thereof, and any agency or instrunentality of
any such State, subdivision or authority; and

b) a legal person organized under the |laws of a
Contracting State and that is generally exenpt fromtax
in that State because it is established and nmaintai ned
in that State either:

(1) exclusively for a religious, charitable,
educational, scientific, or other sim/lar purpose;
or

(1i) to provide pensions or other simlar

benefits to enpl oyees pursuant to a pl an.
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4. Where by reason of the provisions of paragraph 1
an individual is a resident of both Contracting States, then
his status shall be determ ned as foll ows:

a) he shall be deened to be a resident of the
State in which he has a permanent hone available to
him if he has a permanent hone available to himin
both States, he shall be deened to be a resident of the
State with which his personal and econom c rel ations
are closer (center of vital interests);

b) if the State in which he has his center of
vital interests cannot be determ ned, or if he does not
have a permanent hone available to himin either State,
he shall be deened to be a resident of the State in
whi ch he has an habitual abode;

c) if he has an habitual abode in both States or
in neither of them he shall be deened to be a resident
of the State of which he is a national

d) if he is a national of both States or of
neither of them the conpetent authorities of the
Contracting States shall settle the question by mutua
agr eenent .

5. Where by reason of the provisions of paragraph 1 a
conpany is a resident of both Contracting States, the
conpetent authorities of the Contracting States shal

endeavor to settle the question by nutual agreenent. In the
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absence of such agreenent, such conpany shall not be
considered to be a resident of either Contracting State for
t he purposes of enjoying benefits under this Convention.

6. Were by reason of the provisions of paragraph 1 a
person other than an individual or a conpany is a resident
of both Contracting States, the conpetent authorities of the
Contracting States shall settle the question by mutua
agreenent and determ ne the node of application of the

Convention to such person.

ARTI CLE 5

Per manent Est abl i shnent

1. For the purposes of this Convention, the term
"permanent establishnment” neans a fixed place of business
t hrough whi ch the business of an enterprise is wholly or
partly carried on

2. The term "permanent establishment” includes
especially

a) a place of managenent;

b) a branch;

c) an office;

d) a factory;

e) a workshop; and

f) a mne, an oil or gas well, a quarry, or any

ot her place of extraction of natural resources.
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3. The term "permanent establishnment” al so includes a
building site or construction or installation project, or an
installation or drilling rig or ship used for the
exploration or exploitation of natural resources, but only
if it lasts nore than 6 nonths.

4. Not wi t hst andi ng the preceding provisions of this
Article, the term"permanent establishnment” shall be deened
not to include:

a) the use of facilities solely for the purpose of
storage, display, or delivery of goods or nerchandi se
bel onging to the enterprise;

b) the maintenance of a stock of goods or
mer chandi se belonging to the enterprise solely for the
pur pose of storage, display, or delivery;

c) the mai ntenance of a stock of goods or
mer chandi se belonging to the enterprise solely for the
pur pose of processing by another enterprise;

d) the mai ntenance of a fixed place of business
solely for the purpose of purchasing goods or
mer chandi se, or of collecting information, for the

enterprise;
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e) 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
auxi liary character;

f) the mai ntenance of a fixed place of business
solely for any conbination of the activities nentioned
i n subparagraphs a) to e), provided that the overal
activity of the fixed place of business resulting from
this conbination is of a preparatory or auxiliary
character.

5. Not wi t hst andi ng the provi sions of paragraphs 1 and
2, where a person (other than an agent of an independent
status to whom paragraph 6 applies) is acting on behalf of
an enterprise and has, and habitually exercises, in a
Contracting State an authority to conclude contracts in the
name of the enterprise, that enterprise shall be deened to
have a permanent establishnment in that State in respect of
any activities which that person undertakes for the
enterprise, unless the activities of such person are limted
to those nentioned in paragraph 4 which, if exercised
through a fixed place of business, would not nake this fixed
pl ace of business a permanent establishnment under the

provi sions of that paragraph.
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6. An enterprise shall not be deened to have a
per manent establishnment in a Contracting State nerely
because it carries on business in that State through a
br oker, general conm ssion agent, or any other agent of an
i ndependent status, provided that such persons are acting in
the ordinary course of their business. However, where the
activities of such an agent are devoted wholly or al nost
whol |y on behalf of that enterprise, and where the
conditions between the agent and the enterprise differ from
t hose whi ch woul d be made bet ween i ndependent persons, such
agent shall not be considered an agent of independent status
wi thin the neaning of this paragraph. In such case the
provi sions of paragraph 5 shall apply.

7. The fact that a conpany which is a resident of a
Contracting State controls or is controlled by a conpany
which is a resident of the other Contracting State, or which
carries on business in that other State (whether through a
per manent establishnment or otherw se), shall not of itself
constitute either conpany a pernanent establishnment of the

ot her.
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ARTI CLE 6

| ncome From | mmovabl e (Real) Property

1. | ncone derived by a resident of a Contracting
State fromimovable (real) property (including incone from
agriculture or forestry) situated in the other Contracting
State may be taxed in that other State.

2. The term "imovabl e (real) property" shall have
t he neaning which it has under the |l aw of the Contracting
State in which the property in question is situated. The
termshall in any case include property accessory to
i movabl e (real) property, |ivestock and equi pment used in
agriculture and forestry, rights to which the provisions of
general |aw respecting | anded property apply, any option or
simlar right to acquire i movable (real) property, usufruct
of imovable (real) property and rights to variable or fixed
paynents relating to the production from or the right to
wor k, m neral deposits, sources and other natural resources;
shi ps, boats and aircraft shall not be regarded as i movabl e
(real) property.

3. The provisions of paragraph 1 shall apply to
i ncone derived fromthe direct use, letting, or use in any
other formof immovable (real) property.

4. Were the ownership of shares or other corporate
rights in a conpany entitles the owner of such shares or

corporate rights to the enjoynent of inmovable (real)
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property held by the conpany, the incone fromthe direct
use, letting, or use in any other formof such right to
enjoynent nmay be taxed in the Contracting State in which the
i movabl e (real) property is situated.

5. The provisions of paragraphs 1, 3 and 4 shall al so
apply to the incone frominmovable (real) property of an
enterprise and to incone fromimovable (real) property used
for the perfornmance of independent personal services.

6. A resident of a Contracting State who is liable to
tax in the other Contracting State on inconme fromimovabl e
(real) property situated in the other Contracting State may
el ect to conpute the tax on such inconme on a net basis. In
the case of the United States tax, an election to apply the
precedi ng sentence shall be binding for the taxable year of
the election and all subsequent taxable years unless the
conpetent authority of the United States agrees to term nate

t he el ecti on.

ARTI CLE 7

Busi ness Profits

1. The business profits of an enterprise of a
Contracting State shall be taxable only in that State unless
the enterprise carries on business in the other Contracting
State through a pernmanent establishnment situated therein. If

the enterprise carries on business as aforesaid, the
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busi ness profits of the enterprise may be taxed in the other
State but only so nuch of themas is attributable to that
per manent establishnment. However, profits derived fromthe
sal e of goods or nerchandi se of the sanme or simlar kind as
those sold, or fromother business activities of the sane or
simlar kind as those effected, through that pernmanent
establi shnment may be considered attributable to that
per manent establishnment if it is established that such sales
or activities were structured in a manner intended to avoid
taxation in the State where the permanent establishnment is
si tuated

2. Subj ect to the provisions of paragraph 3, where an
enterprise of a Contracting State carries on business in the
other Contracting State through a permanent establishnent
situated therein, there shall in each Contracting State be
attributed to that permanent establishnent the business
profits which it m ght be expected to nake if it were a
di stinct and i ndependent enterprise engaged in the sane or
simlar activities under the same or simlar conditions.

3. In determ ning the business profits of a permanent
establishnment, there shall be allowed as deductions expenses
that are incurred for the purposes of the permanent
establishment, including a reasonable allocation of research
and devel opnent expenses, interest, and other simlar

expenses and executive and general adm nistrative expenses,
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whet her incurred in the State in which the permnent
establishnment is situated or el sewhere. A Contracting State
may, consistent with its law, inpose limtations on
deductions, so long as these limtations are consistent with
t he concept of net incone.

4. Nothing in this Article shall affect the
application of any |law of a Contracting State relating to
the determnation of the tax liability of a person in cases
where the information available to the conpetent authority
of that State is inadequate to determne the profits to be
attributable to a pernmanent establishnment, provided that, on
the basis of the available information, the determ nation of
the profits of the permanent establishnment is consistent
with the principles stated in this Article.

5. No busi ness profits shall be attributed to a
per manent establishnent by reason of the nere purchase by
t hat permanent establishnment of goods or nerchandi se for the
enterprise.

6. For the purposes of the Convention, the business

profits to be attributed to the permanent establishnent
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shal | be determ ned by the sane nethod year by year unless
there is good and sufficient reason to the contrary.

7. For the purposes of the Convention, the term
"busi ness profits" neans profits derived fromany trade or
business. It includes, for exanple, profits from
manuf acturing, nmercantile, fishing, transportation,
communi cations or extractive activities, and fromthe
furni shing of personal services of another person, including
the furnishing by a conpany of the personal services of its
enpl oyees. It does not include incone received by an
i ndi vidual for his performance of personal services either
as an enpl oyee or in an independent capacity.

8. Where business profits include itens of incone
which are dealt wth separately in other Articles of the
Convention, then the provisions of those Articles shall not
be affected by the provisions of this Article.

9. I n applying paragraphs 1 and 2 of this Article,
paragraph 5 of Article 10 (D vidends), paragraph 5 of
Article 11 (Interest), paragraph 4 of Article 12
(Royalties), paragraph 3 of Article 13 (Capital Gains),
Article 14 (I ndependent Personal Services) and paragraph 2
of Article 21 (O her Incone), incone or gain may be

attributable to a permanent establishnment or fixed base even
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if the income or gain is deferred until after such permanent

establi shnment or fixed base has ceased to exist.

ARTI CLE 8

Shi ppi ng and Air Transport

1. Profits of an enterprise of a Contracting State
fromthe operation of ships or aircraft in international
traffic shall be taxable only in that State.

2. For the purposes of this Article, the term
"profits fromthe operation of ships or aircraft in
international traffic" includes profits derived fromthe
rental of ships or aircraft on a full (time or voyage)
basis. It also includes profits fromthe rental of ships or
aircraft on a bareboat basis by an enterprise engaged in the
operation of ships or aircraft in international traffic, if
such rental activities are incidental to the activities
described in paragraph 1. Profits derived by an enterprise
fromthe inland transport of property or passengers wthin
either Contracting State are treated as profits fromthe

operation of ships or aircraft in international traffic if
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such transport is undertaken as part of international
traffic by the enterprise.

3. Profits of an enterprise of a Contracting State
engaged in the operation of ships or aircraft in
international traffic fromthe use, maintenance, or renta
of containers (including trailers, barges, and rel ated
equi pnent for the transport of containers) used in
international traffic shall be taxable only in that State.

4. The provisions of paragraphs 1 and 3 shall al so
apply to profits fromthe participation in a pool, a joint

busi ness, or an international operating agency.

ARTI CLE 9

Associ ated Enterprises

1. Wer e:

a) an enterprise of a Contracting State
participates directly or indirectly in the nmanagenent,
control or capital of an enterprise of the other
Contracting State, or

b) the sanme persons participate directly or
indirectly in the managenment, control, or capital of an
enterprise of a Contracting State and an enterprise of

the other Contracting State,

and in either case conditions are nade or inposed between
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the two enterprises in their commercial or financial
relations which differ fromthose which woul d be nade

bet ween i ndependent enterprises, then any profits which
woul d, but for those conditions, have accrued to one of the
enterprises, but, by reason of those conditions, have not so
accrued, may be included in the profits of that enterprise
and taxed accordingly.

2. Were a Contracting State includes in the profits
of an enterprise of that State, and taxes accordingly,
profits on which an enterprise of the other Contracting
State has been charged to tax in that other State, and the
profits so included are profits which woul d have accrued to
the enterprise of the first-nentioned State if the
condi ti ons nmade between the two enterprises had been those
whi ch woul d have been nmade between i ndependent enterprises,
then that other State shall make an appropri ate adj ustnment
to the anount of the tax charged therein on those profits.
In determ ning such adjustnent, due regard shall be had to
the other provisions of this Convention and the conpetent
authorities of the Contracting States shall if necessary

consult each other.
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3. The provisions of paragraph 1 shall not Iimt any
provisions of the |law of either Contracting State which
permt the distribution, apportionnment, or allocation of
i ncone, deductions, credits, or allowances between persons,
whet her or not residents of a Contracting State, owned or
controlled directly or indirectly by the sane interests when
necessary in order to prevent evasion of taxes or clearly to

reflect the incone of any such persons.

ARTI CLE 10
Di vi dends

1. Di vidends paid by a resident of a Contracting
State and beneficially owned by a resident of the other
Contracting State nmay be taxed in that other State.

2. However, such dividends nay al so be taxed in the
Contracting State of which the payor is a resident and
according to the laws of that State, but if the beneficial
owner of the dividends is a resident of the other
Contracting State, the tax so charged shall not exceed:

a) 5 percent of the gross anount of the dividends
if the beneficial owner is a conpany which hol ds
directly at |east 10 percent of the voting shares of

t he conpany payi ng the dividends;
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b) 15 percent of the gross anmount of the dividends

in all other cases.
Subpar agraph a) shall not apply in the case of dividends
paid by a United States person that is a Regul ated
| nvest nent Conpany or a Real Estate |nvestnent Trust.
Subpar agraph b) shall apply in the case of dividends paid by
a Regul ated I nvestnent Conpany. In the case of dividends
paid by a United States person that is a Real Estate
| nvest nent Trust, subparagraph b) shall apply only if the
dividend is beneficially owed by an individual holding a
| ess than 10 percent interest in the Real Estate |nvestnent
Trust; otherw se, the rate of w thhol ding applicable under
donmestic | aw shall apply.
Thi s paragraph shall not affect the taxation of the conpany
in respect of the profits out of which the dividends are
pai d.

3. The term "dividends" as used in this Article neans
i ncone fromshares or other rights, not being debt-clains,
participating in profits, as well as inconme from ot her
corporate rights which is subjected to the sane taxation
treatnent as incone fromshares by the laws of the State of
whi ch the conpany making the distribution is a resident. The
term "dividends" also includes incone from arrangenents,
i ncl udi ng debt obligations, carrying the right to

participate in profits, to the extent so characterized under
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the law of the Contracting State in which the incone arises.

4. The provisions of paragraph 2 shall not apply if
the beneficial owner of the dividends, being a resident of a
Contracting State, carries on business in the other
Contracting State of which the payor is a resident, through
a permanent establishnent situated therein, or perforns in
that other State independent personal services froma fixed
base situated therein, and the dividends are attributable to
such permanent establishnment or fixed base. In such case the
provisions of Article 7 (Business Profits) or Article 14
(I ndependent Personal Services), as the case may be, shal
apply.

5. A conpany that is a resident of one of the
Contracting States and that has a permanent establi shnent
that is subject to tax on its business profits in the other
Contracting State or that is subject to tax in the other
State on a net basis on its incone that may be taxed in the
other State under Article 6 (Income from I movable (Real)
Property) or under paragraph 1 of Article 13 (Capital Gains)
may be subject in that other State to a tax in addition to
the tax on profits. Such tax, however, may not exceed 5

percent of the portion of the profits of the conpany subject
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to tax in the other State that represents the dividend
equi val ent anount of such profits.

6. Were a resident of a Contracting State derives
profits or income fromthe other Contracting State, that
other State may not inpose any tax on the dividends paid by
that resident, except insofar as such dividends are paid to
a resident of that other State or insofar as the holding in
respect of which the dividends are paid forns part of the
busi ness property of a permanent establishnment or a fixed
base situated in that other State, even if the dividends
paid consist wholly or partly of profits or income arising

in such other State.

ARTI CLE 11
| nt er est

1. Interest arising in a Contracting State and
beneficially owed by a resident of the other Contracting
State may be taxed in that other State.

2. However, such interest may al so be taxed in the
Contracting State in which it arises and according to the
| aws of that State, but if the beneficial owner of the
interest is a resident of the other Contracting State, the
tax so charged shall not exceed 10 percent of the gross
anount of the interest.

3. Not wi t hst andi ng the provisions of paragraph 2:
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a) Interest arising in a Contracting State,
derived and beneficially owed by the Governnment of the
other Contracting State, including political
subdi vi sions and | ocal authorities thereof, the Central
Bank or any financial institution wholly owned by that
Governnent, or interest derived on | oans guaranteed or
i nsured by that Governnment, subdivision, authority or
institution shall be exenpt fromtax in the first-
menti oned St at e;

b) interest arising in a Contracting State shal
be exenpt fromtax in that State if the beneficia
owner of the interest is an enterprise of the other
Contracting State, and the interest is paid with
respect to an indebtedness arising as a consequence of
the sale on credit by an enterprise of that other
State, of any nerchandi se, or industrial, commercial or
scientific equipnent to an enterprise of the first-
menti oned State, except where the sale or indebtedness
is between rel ated persons;

c) the United States may tax an excess inclusion
wWith respect to a residual interest in a Real Estate
Mort gage I nvestnent Conduit in accordance with its
domestic | aw, and

d) interest paid by a resident of a Contracting

State and that is determned with reference to
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recei pts, sales, inconme, profits or other cash flow of
the debtor or a related person, to any change in the
val ue of any property of the debtor or a related person
or to any dividend, partnership distribution or simlar
paynment made by the debtor to a rel ated person al so may
be taxed in that State, and according to its | aws, but
if the beneficial owner is a resident of the other
Contracting State, the gross anmount of the interest may
be taxed at a rate not exceeding the rate prescribed in
subpar agraph b) of paragraph 2 of Article 10
(Di vi dends) .

4. The term"interest” as used in this Convention
means i nconme from debt-clains of every kind, whether or not
secured by nortgage and, subject to paragraph 4 of Article
10 (D vidends), whether or not carrying a right to
participate in the debtor's profits, and in particul ar,

i nconme from governnent securities and incone from bonds or
debentures, including premuns or prizes attaching to such
securities, bonds or debentures, as well as all other incone
that is treated as interest by the taxation |aw of the

Contracting State in which the inconme arises. Penalty
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charges for |late paynent shall not be regarded as interest
for the purpose of this Article.

5. The provisions of paragraphs 2 and 3 shall not
apply if the beneficial owner of the interest, being a
resident of a Contracting State, carries on business in the
other Contracting State in which the interest arises,

t hrough a permanent establishnent situated therein, or
perfornms in that other State independent personal services
froma fixed base situated therein, and the interest is
attributable to such permanent establishment or fixed base.
In such case the provisions of Article 7 (Business Profits)
or Article 14 (I ndependent Personal Services), as the case
may be, shall apply.

6. I nterest shall be deemed to arise in a Contracting
State when the payor is a resident of that State. Were,
however, the person paying the interest, whether he is a
resident of a Contracting State or not, has in a Contracting
State a permanent establishnment or a fixed base in
connection wth which the indebtedness on which the interest
is paid was incurred, and such interest is borne by such
per manent establishnent or fixed base, then such interest
shall be deened to arise in the State in which the pernmanent

establi shnment or fixed base is situated.

7. Where, by reason of a special relationship between
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t he payor and the beneficial owner or between both of them
and sonme ot her person, the amount of the interest, having
regard to the debt-claimfor which it is paid, exceeds the
anount whi ch woul d have been agreed upon by the payor and

t he beneficial owner in the absence of such relationship,
the provisions of this Article shall apply only to the |ast-
menti oned anount. In such case, the excess part of the
paynments shall remain taxable according to the |aws of each
Contracting State, due regard being had to the other

provi sions of the Convention.

8. A resident of a Contracting State may be subject
to tax in the other Contracting State in respect of interest
expenses allocable to its profits attributable to a
per manent establishnment in the other Contracting State or
subject to tax in the other Contracting State under Article
6 (I ncone from Il movable (Real) Property) or paragraph 1 of
Article 13 (Capital Gains) over the interest paid by or from
t hat pernmanent establishnment or trade or business. In this
case, the allocable interest expense in excess of interest
paid shall be deenmed to be interest arising in the other
Contracting State and be beneficially owed by a resident of

the first-nmentioned Contracting State.

ARTI CLE 12

Royalties
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1. Royalties arising in a Contracting State and
beneficially owned by a resident of the other Contracting
State may be taxed in that other State.

2. However, such royalties nay also be taxed in the
Contracting State in which they arise and according to the
| aws of that State, but if the beneficial owner of the
royalties is a resident of the other Contracting State, the
tax so charged shall not exceed:

a) 5 percent of the gross anmount of the royalties
paid for the use of industrial, commercial or
scientific equipnent;

b) 10 percent of the gross anount of the royalties
in all other cases.

3. The term"royalties" as used in this Convention
means paynents of any kind received as a consideration for
the use of, or the right to use, any copyright of literary,
artistic or scientific work, including conputer software,
ci nematographic filnms and filnms or tapes and ot her neans of
i mge or sound reproduction for radio or television
broadcasti ng, any patent, trademark, design or nodel, plan,
secret fornmula or process, or other |like right or property,
or for the use of, or the right to use, industrial,
commercial or scientific equipnent, or for information
concerning industrial, conmrercial or scientific experience.

The term “royalties” also includes paynents derived fromthe



- 32 -

di sposition of any such right or property which are
contingent on the productivity, use or further disposition
t her eof .

4. The provisions of paragraphs 1 and 2 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 in which the royalties arise,

t hrough a permanent establishnment situated therein, or
perfornms in that other State independent personal services
froma fixed base situated therein, and the royalties are
attributable to such permanent establishment or fixed base.
In such case the provisions of Article 7 (Business Profits)
or Article 14 (I ndependent Personal Services), as the case
may be, shall apply.

5. Where, by reason of a special relationship between
t he payor and the beneficial owner or between both of them
and sonme ot her person, the anmount of the royalties, having
regard to the use, right, or information for which they are
pai d, exceeds the anobunt which woul d have been agreed upon
by the payor and the beneficial owner in the absence of such
relationship, the provisions of this Article shall apply
only to the | ast-nentioned amount. In such case, the excess
part of the paynents shall remain taxable according to the
| aws of each Contracting State, due regard being had to the

ot her provisions of the Convention.
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6. For purposes of this Article:

a) Royalties shall be treated as arising in a
Contracting State when the payer is a resident of that
State. Wiere, however, the person paying the royalties,
whet her he is a resident of a Contracting States or
not, has in a Contracting State a permanent
establishment or a fixed base in connection with which
the liability to pay the royalties was incurred, and
such royalties are borne by such pernmanent
establishment or fixed base, then such royalties shal
be deenmed to arise in the State in which the pernmanent
establ i shment or fixed base is situated.

b) Wiere subparagraph a) does not operate to treat
royalties as arising in a Contracting State, and the
royalties are for the use of, or the right to use, in a
Contracting State any property or right described in
par agraph 3, then such royalties shall be deened to
arise in that State and not in the State of which the

payor is resident.
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c) Notw thstanding the precedi ng provisions of
t hi s paragraph, paynents received as consideration for
the use of containers, (including trailers, barges, and
rel ated equi pment for the transport of containers) used
in transportation of passengers or property (other than
transportation solely between places in a Contracting
State), not dealt with in Article 8 (Shipping and Ar
Transport) shall be deened to arise in neither

Contracting State.

ARTI CLE 13

Capital @i ns

1. Gains or incone derived by a resident of a
Contracting State fromthe alienation of imobvable (real)
property situated in the other Contracting State may be
taxed in that other State.

2. For the purposes of this Article, the term
"I movabl e (real) property situated in the other Contracting
State" includes imovable (real) property referred to in
Article 6 (I ncone From I nmmovable (Real) Property) which is
situated in that other State. It also includes shares of
stock of a conpany the property of which consists at |east
50 percent of imovable (real) property situated in that
other State, and an interest in a partnership, trust or

estate to the extent that its assets consi st of i nmmbvabl e
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(real) property situated in that other State. In the United
States the termincludes a "United States real property
interest."”

3. Gains fromthe alienation of novable property
formng part of the business property of a permanent
establ i shment which an enterprise of a Contracting State has
in the other Contracting State, or of novable property
pertaining to a fixed base which is available to a resident
of a Contracting State in the other Contracting State for
t he purpose of perform ng i ndependent personal services,

i ncludi ng such gains fromthe alienation of such a pernmanent
establishment (alone or wwth the whole enterprise) or fixed
base, may be taxed in that other State.

4. Gai ns derived by an enterprise of a Contracting
State operating ships or aircraft in international traffic
fromthe alienation of ships, aircraft or containers
operated or used in international traffic or novable
property pertaining to the operation or use of such ships,
aircraft or containers shall be taxable only in that State.

5. Paynents described in paragraph 3 of Article 12
(Royalties) shall be taxable only in accordance with the

provi sions of Article 12.
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6. Gains fromthe alienation of any property other
than property referred to in paragraphs 1 through 5 shall be
taxable only in the Contracting State of which the alienator

is a resident.

ARTI CLE 14

| ndependent Per sonal Services

1. | ncone derived by an individual who is a resident
of a Contracting State in respect of professional services
or other activities of an independent character shall be
taxable only in that State unl ess such services are
performed in the other Contracting State and he has a fixed
base regularly available to himin the other Contracting
State for the purpose of performng his activities. In such
case, the incone may be taxed in the other State, but only
so nmuch of it as is attributable to that fixed base. For
this purpose, where an individual who is a resident of a
Contracting State stays in the other Contracting State for a
period or periods exceeding in the aggregate 183 days in any
twel ve-nont h peri od comrenci ng or ending in the taxable year
concerned, he shall be deened to have a fixed base regularly
available to himin that other State and the inconme that is

derived fromhis activities referred to in the first
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sentence of this paragraph shall be attributable to that
fi xed base.

2. For the purposes of paragraph 1, the incone that
is taxable in the other Contracting State shall be
determned in the sane way as incone of a resident of that
other State derived in respect of professional services or
ot her activities of an independent character. However,
nothing in this paragraph shall be construed as obliging a
Contracting State to grant to residents of the other
Contracting State any personal allowances, reliefs and
reductions for taxation purposes on account of civil status
or famly responsibilities that it grants to its own
resi dents.

3. The term "professional services" includes
especially independent scientific, literary, artistic,
educational or teaching activities as well as the
i ndependent activities of physicians, |awers, engineers,

architects, dentists and account ants.

ARTI CLE 15

Dependent Personal Services

1. Subj ect to the provisions of Articles 16
(Directors' Fees), 18 (Pensions, Social Security, Annuities,
Al'inmony, and Child Support), 19 (Governnent Service) and 20

(Students, Trainees and Researchers), sal aries, wages and
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ot her renmuneration derived by a resident of a Contracting

State in respect of an enploynent shall be taxable only in
that State unless the enploynent is exercised in the other
Contracting State. If the enploynent is so exercised, such
remuneration as is derived therefrommmay be taxed in that

ot her State.

2. Not wi t hst andi ng the provisions of paragraph 1
remuneration derived by a resident of a Contracting State in
respect of an enploynent exercised in the other Contracting
State shall be taxable only in the first-nentioned State if:

a) the recipient is present in the other State for

a period or periods not exceeding in the aggregate 183

days in any twel ve-nonth period commencing or ending in

t he taxabl e year concerned, and

b) the remuneration is paid by, or on behalf of,
an enpl oyer who is not a resident of the other State,
and

c) the remuneration is not borne by a permanent
establishment or a fixed base which the enployer has in

t he ot her State.

3. Not wi t hst andi ng the preceding provisions of this
Article, remuneration in respect of an enploynent as a
menber of the regular conplenent of a ship or aircraft
operated by an enterprise of a Contracting State in

international traffic may be taxed in that Contracting



St at e.

ARTI CLE 16

Directors' Fees

Directors' fees and ot her conpensation derived by a
resident of a Contracting State in his capacity as a nenber
of the board of directors or any simlar organ of a conpany
that is a resident of the other Contracting State nay be

taxed in that other State.

ARTI CLE 17

Artistes and Sportsnen

1. Not wi t hst andi ng the provisions of Articles 14
(I ndependent Personal Services) and 15 (Dependent Personal
Services), incone derived by a resident of a Contracting
State as an entertainer, such as a theater, notion picture,
radio or television artiste, or a nusician, or as a
sportsman, fromhis personal activities as such exercised in
the other Contracting State, may be taxed in that other
State, except where the anobunt of the gross receipts derived
by such entertai ner or sportsman, including expenses
rei nbursed to himor borne on his behalf, from such
activities does not exceed twenty thousand United States
dol l ars ($20,000) or its equivalent in Estonian kroons for

t he taxabl e year concerned.
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2. Where income in respect of activities exercised by
an entertainer or a sportsman in his capacity as such
accrues not to the entertainer or sportsman but to another
person, that inconme of that other person may,
notwi t hstandi ng the provisions of Articles 7 (Business
Profits), 14 (l1ndependent Personal Services) and 15
(Dependent Personal Services), be taxed in the Contracting
State in which the activities of the entertai ner or
sportsman are exercised, unless it is established that
neither the entertainer or sportsman nor persons rel ated
thereto participate directly or indirectly in the profits of
t hat other person in any manner, including the receipt of
deferred remuneration, bonuses, fees, dividends, partnership
di stributions, or other distributions.

3. The provisions of paragraphs 1 and 2 shall not
apply to incone derived fromactivities exercised in a
Contracting State by a resident of the other Contracting
State as an entertainer or sportsman if the visit to the
first-mentioned State is wholly or mainly supported by
public funds of the other State or a political subdivision
or local authority thereof. In such a case, the incone shal
be taxable only in the Contracting State of which the

entertainer or sportsman is a resident.

ARTI CLE 18
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Pensi ons, Social Security., Annuities,

Alinony, and Child Support

1. Subj ect to the provisions of Article 19
(Governnent Service), pensions and other simlar
remuneration derived and beneficially owed by a resident of
a Contracting State in consideration of past enploynent,
whet her paid periodically or as a single sum shall be
taxable only in that State, but the anpbunt of any such
pension or renuneration that woul d be excluded fromtaxabl e
income in the other Contracting State if the recipient were
a resident thereof shall be exenpt fromtaxation in the
first-nmentioned State.

2. Not wi t hst andi ng the provisions of paragraph 1
paynments made by a Contracting State under the provisions of
the social security or simlar legislation of that State to
a resident of the other Contracting State or to a citizen of
the United States shall be taxable only in the first-
menti oned State.

3. Annuities derived and beneficially owned by a
resident of a Contracting State shall be taxable only in
that State. The term "annuities" as used in this paragraph
means a stated sum (other than a pension) paid periodically
at stated tinmes during a specified nunber of years, under an
obligation to nake the paynents in return for adequate and

full consideration (other than services rendered).
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4. Alinony paid by a resident of a Contracting State,
and deductible therein, to a resident of the other
Contracting State shall be taxable only in that other State.
The term "alinony" as used in this paragraph neans periodic
paynments made pursuant to a witten separati on agreenent or
a decree of divorce, separate mai ntenance, or conpul sory
support, which paynents are taxable to the recipient under
the laws of the State of which he is a resident.

5. Periodi c paynents, not dealt with in paragraph 4,
for the support of a mnor child made pursuant to a witten
separation agreenent or a decree of divorce, separate
mai nt enance, or conpul sory support, paid by a resident of a
Contracting State to a resident of the other Contracting

State, shall not be taxable in that other State.
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ARTI CLE 19

Gover nnent _Servi ce

1. Not wi t hst andi ng the provisions of Articles 15
(Dependent Personal Services) and 17 (Artistes and
Sportsnen):

a) renuneration, other than a pension, paid by,

out of the public funds of a Contracting State or a

political subdivision or a |local authority thereof to

an individual in respect of dependent personal services

rendered to that State or subdivision or authority in
t he di scharge of functions of a governnmental nature
shall, subject to the provisions of subparagraph b),
taxable only in that State;

b) such renuneration, however, shall be taxable

only in the other Contracting State if the services are

rendered in that State and the individual is a resident

of that State who:
(1) is a national of that State; or
(1i) did not becone a resident of that State
solely for the purpose of rendering the services.
2. Subj ect to the provisions of paragraph 2 of
Article 18 (Pensions, Social Security, Annuities, Alinony,

and Child Support):
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a) any pension paid by, or out of the public funds
of a Contracting State or a political subdivision or a
| ocal authority thereof to an individual in respect of
services rendered to that State or subdivision or
authority in the discharge of functions of a
governnmental nature, shall, subject to the provisions
of subparagraph b), be taxable only in that State;

b) such pension, however, shall be taxable only in
the other Contracting State if the individual is a

resident of, and a national of, that State.

ARTI CLE 20

Student s, Trai nees and Researchers

1. a) An individual who is a resident of a Contracting
State at the beginning of his visit to the other
Contracting State and who is tenporarily present in
that other Contracting State for the primary purpose
of :

(1) studying at a university or other
accredited educational institution in that other
Contracting State; or

(1i) securing training required to qualify him
to practice a profession or professional
speciality; or

(ti1) studying or doing research as a
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reci pient of a grant, allowance, or award froma

governnmental , religious, charitable, scientific,

literary, or educational organization;

shall be exenpt fromtax by that other Contracting State

W th respect to the anbunts descri bed i n subparagraph b) of

this paragraph for a period not exceeding five years from

the date of his arrival in that other Contracting State.

b) The anmounts referred to in subparagraph a) of

t hi s paragraph are:

(1) paynents from abroad, other than

conpensation for personal services, for the

pur pose of his nai ntenance, education,

research, or training;

st udy,

(1i) the grant, allowance, or award; and

(ti1) income from personal services perforned

in that other Contracting State in an aggregate

anmount not in excess of five thousand United

States dollars ($5,000) or its equivalent in

Est oni an kroons for any taxable year.

2. An individual who is a resident of a Contracting

State at the beginning of his visit to the other

Contracting

State and who is tenporarily present in that other

Contracting State as an enpl oyee of, or under contract wth,

a resident of the first-nmentioned Contracting State, for the

primary purpose of:
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a) acquiring technical, professional, or business
experience froma person other than that resident of
the first-nmentioned Contracting State, or
b) studying at a university or other accredited
educational institution in that other Contracting

State,
shall be exenpt fromtax by that other Contracting State for
a period of 12 consecutive nonths with respect to his incone
from personal services in an aggregate anount not in excess
of eight thousand United States dollars ($8,000) or its
equi val ent in Estonian kroons.

3. An individual who is a resident of one of the
Contracting States at the tinme he becones tenporarily
present in the other Contracting State and who is
tenporarily present in the other Contracting State for a
peri od not exceeding one year, as a participant in a program
sponsored by the Governnent of that other Contracting State,
for the primary purpose of training, research, or study,
shall be exenpt fromtax by that other Contracting State
wWith respect to his incone from personal services in respect
of such training, research, or study perforned in that other
Contracting State in an aggregate amount not in excess of
ten thousand United States dollars ($10,000) or its
equi val ent in Estonian kroons.

4. This Article shall not apply to income from
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research if such research is undertaken not in the public
interest but primarily for the private benefit of a specific

person or persons.

ARTI CLE 21

O her | ncone

1. Itens of incone beneficially owned by a resident
of a Contracting State, wherever arising, not dealt with in
the foregoing Articles of this Convention shall be taxable
only in that State.

2. The provisions of paragraph 1 shall not apply to
i ncone, other than inconme fromimmovable (real) property as
defined in paragraph 2 of Article 6 (Inconme from I movabl e
(Real) Property), if the beneficial owner of the incone,
being a resident of a Contracting State, carries on business
in the other Contracting State through a permnent
establishment situated therein, or perforns in that other
State i ndependent personal services froma fixed base
situated therein, and the income is attributable to such
per manent establishnment or fixed base. In such case the
provisions of Article 7 (Business Profits) or Article 14
(I ndependent Personal Services), as the case may be, shal
apply.

3. Not wi t hst andi ng the provi sions of paragraphs 1 and

2, itenms of incone of a resident of a Contracting State not
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dealt with in the foregoing Articles of this Convention and
arising in the other Contracting State may al so be taxed in

that ot her State.

ARTI CLE 22

Limtati on on Benefits

1. A resident of a Contracting State shall be
entitled to all the benefits of this Convention only if it
is a"qualified resident” as defined in this Article.

2. A resident of a Contracting State is a qualified
resident for a taxable year only if it is either:

a) an individual;
b) a Contracting State, a political subdivision or

a local authority thereof, or an agency or

instrunmentality of such State, subdivision or

aut hority;

c) a conpany, if:

(1) on at least half the days of the taxable
year the beneficial owners of at |east 50 percent
of each class of the conpany's shares are
qualified residents by reason of subparagraphs a),
b), e), or f) of this paragraph, or U S. citizens,
provided that in the case of indirect ownership,
each internediate owner is a person entitled to

benefits of the Convention under this paragraph;



and
(i1) amounts paid or accrued by the conpany
during its taxable year:

A) to persons that are neither
qualified residents nor U S. citizens,
and

B) that are deductible for incone
tax purposes in the conpany's State of
resi dence (but not including arms
| ength paynments in the ordinary course
of business for services or tangible
property),

do not exceed 50 percent of the gross inconme of

t he conpany for that year;

d) a trust or estate, if the ownership of its
beneficial interests satisfies the requirenent of
subparagraph c)i) and its paynents to persons who are
not qualified residents or U S. citizens satisfy the
requi renment of subparagraph c)ii);

e) a person, if:

i) beneficial interests representing at |east

50 percent of the value of each class of interests

in that person are substantially and regularly

traded on a recogni zed stock exchange; or

i1) the direct or indirect owers of at |east
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50 percent of each class of interests in that
person are persons entitled to benefits under
clause i), provided that in the case of indirect
owner ship, each internediate owner is a person
entitled to benefits of the Convention under this
par agr aph;
f) a person described in subparagraph 3 b) of
Article 4 (Resident) provided that nore than half of
t he beneficiaries, nenbers or participants, if any, in
such persons are qualified residents; or
g) a United States Regul ated | nvest nent Conpany,
or a simlar entity in Estonia as nay be agreed by the
conpetent authorities of the Contracting States.
3. a) Aresident of a Contracting State that is not a
qualified resident shall be entitled to the benefits of
this Convention with respect to an item of incone

derived fromthe other State, if:
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(1) the resident is engaged in the active
conduct of a trade or business in the first-

menti oned Stat e,

(1i) the income is connected with or
incidental to the trade or business, and

(ti1) the trade or business is substantial in
relation to the activity in the other State
generating the incone.

b) For purposes of this paragraph, the business of
maki ng or managi ng i nvestnents will not be considered
an active trade or business unless the activity is
banki ng, insurance or securities activity conducted by
a bank, insurance conpany or registered securities
deal er.

c) Wihether a trade or business is substantial for
pur poses of this paragraph will be determ ned based on
all facts and circunstances. In any case, however, a
trade or business wll be deenmed substantial if, for
t he precedi ng taxable year, or for the average of the
three preceding taxable years, the asset value, the
gross incone, and the payroll expense that are rel ated
to the trade or business in the first-nmentioned State
equal at least 7.5 percent of the resident s (and any
rel ated parties’) proportionate share of the asset

val ue, gross incone and payroll expense, respectively,
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that are related to the activity that generated the
inconme in the other State, and the average of the three
rati os exceeds 10 percent.

d) Incone is derived in connection with a trade or
business if the activity in the other State generating
the incone is a line of business that forns a part of
or is conplenentary to the trade or business. Incone is
incidental to a trade or business if it facilitates the
conduct of the trade or business in the other State.

4. A resident of a Contracting State that is not a

qual i fied resident pursuant to the provisions of paragraph 2

rTaya

nevert hel ess, be granted benefits of the Convention

wWith respect to incone arising in the other Contracting

State if the conpetent authority of that other Contracting

State so determ nes.

5. For the purposes of this Article, the term

"recogni zed stock exchange" neans:

a) the NASDAQ System owned by the Nationa
Associ ation of Securities Dealers, Inc. and any stock
exchange registered with the U S. Securities and
Exchange Conm ssion as a national securities exchange

under the U S. Securities Exchange Act of 1934;

b) the Tallinn Stock Exchange (Tallinna

Vaar t paberi bors); and
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c) any other stock exchange agreed upon by the
conpetent authorities of the Contracting States.

6. The conpetent authorities of the Contracting
States shall consult together with a view to devel oping a
comonl y agreed application of the provisions of this
Article, including the publication of public guidance. The
conpetent authorities shall, in accordance with the
provisions of Article 26 (Exchange of Information and
Adm ni strative Assistance), exchange such information as is

necessary for carrying out the provisions of this Article.

ARTI CLE 23

Relief From Doubl e Taxati on

1. I n accordance with the provisions and subject to
the limtations of the law of the United States (as it may
be anmended fromtine to tinme w thout changi ng the general
principle hereof), the United States shall allowto a
resident or citizen of the United States as a credit agai nst
the United States tax on incone:

a) the Estonian tax paid by or on behalf of such

resident or citizen; and
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b) in the case of a United States conpany owni ng
at least 10 percent of the voting stock of a conpany
which is a resident of Estonia and from which the
United States conpany receives dividends, the Estonian
tax paid by or on behalf of the distributing conpany
with respect to the profits out of which the dividends
are paid.

2. I n Estonia, double taxation shall be avoided as
fol |l ows:

a) where a resident of Estonia derives incone
whi ch, in accordance with this Convention, may be taxed
in the United States, unless a nore favorabl e treatnent
is provided in its donmestic |aw, Estonia shall allow as
a deduction fromthe tax on the incone of that
resident, an anount equal to the incone tax paid
thereon in the United States (other than any such tax
i nposed by reason of citizenship of the United States);
such deduction shall not, however, exceed that part of
the incone tax in Estonia, as conputed before the
deduction is given, which is attributable to the incone
whi ch may be taxed in the United States;

b) For the purposes of subparagraph a), where a
conpany that is a resident of Estonia receives a
di vidend froma conpany that is a resident of the

United States in which it owns at |east 10 percent of
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its shares having full voting rights, the tax paid in

the United States shall include not only the tax paid

on the dividend, but also the appropriate portion of
the tax paid on the underlying profits of the conpany
out of which the dividend was paid.

3. For the purposes of allowing relief from double
taxation pursuant to this Article, and subject to such
source rules in the donestic |aws of the Contracting States
as apply for purposes of |[imting the foreign tax credit,
income derived by a resident of a Contracting State which
may be taxed in the other Contracting State in accordance
with this Convention (other than solely by reason of
citizenship in accordance with paragraph 4 of Article 1

(General Scope)) shall be deened to arise in that other

St at e.
ARTI CLE 24
Nondi scrim nation
1. Nationals of a Contracting State shall not be

subjected in the other Contracting State to any taxation or
any requirenent connected therewith, which is other or nore
burdensone than the taxation and connected requirenents to
whi ch nationals of that other State in the sane

circunstances, in particular with respect to residence, are

or may be subjected. This provision shall apply to persons
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who are not residents of one or both of the Contracting
States. However, for the purposes of United States taxation,
United States nationals who are subject to tax on a
wor | dwi de basis are not in the sane circunstances as
nationals of Estonia who are not residents of the United
St at es.

2. The taxation on a permanent establishnment which an
enterprise of a Contracting State, or a fixed base which an
i ndividual who is a resident of a Contracting State, has in
the other Contracting State shall not be | ess favorably
levied in that other State than the taxation |evied on
enterprises or individuals who are residents of that other
State carrying on the sanme activities. The provisions of
t hi s paragraph shall not be construed as obliging a
Contracting State to grant to residents of the other
Contracting State any personal allowances, reliefs and
reductions for taxation purposes on account of civil status
or famly responsibilities that it grants to its own
residents.

3. Except where the provisions of paragraph 1 of
Article 9 (Associated Enterprises), paragraph 7 of Article
11 (Interest), or paragraph 5 of Article 12 (Royalties)
apply, interest, royalties and other disbursenents paid by a
resident of a Contracting State to a resident of the other

Contracting State shall, for the purpose of determ ning the
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taxable profits of the first-nmentioned resident, be
deducti bl e under the sane conditions as if they had been
paid to a resident of the first-nmentioned State. Simlarly,
any debts of a resident of a Contracting State to a resident
of the other Contracting State shall, for the purpose of
determ ning the taxable capital of the first-nentioned
resi dent, be deductible under the sane conditions as if they
had been contracted to a resident of the first-nentioned
St at e.

4. Enterprises of a Contracting State, the capital of
which is wholly or partly owned or controlled, directly or
indirectly, by one or nore residents of the other
Contracting State, shall not be subjected in the first-
mentioned State to any taxation or any requirenent connected
therewith which is other or nore burdensone than the
taxation and connected requirenments to which other simlar
enterprises of the first-nentioned State are or may be
subj ect ed.

5. Nothing in this Article shall be construed as
preventing either Contracting State frominposing a tax as
described in paragraph 5 of Article 10 (D vidends).

6. The provisions of this Article shall,
notw t hstandi ng the provisions of Article 2 (Taxes Covered),
apply to taxes of every kind and description i nposed by a

Contracting State or a political subdivision or |ocal



authority thereof.

ARTI CLE 25

Mut ual Aar eenent Procedure

1. Were a person considers that the actions of one
or both of the Contracting States result or will result for
himin taxation not in accordance with the provisions of
this Convention, he may, irrespective of the renedies
provi ded by the donestic | aw of those States, present his
case to the conpetent authority of either Contracting State.
The case nust be presented within three years fromthe first
notification of the action resulting in taxation not in
accordance with the provisions of the Convention.

2. The conpetent authority shall endeavor, if the
obj ection appears to it to be justified and if it is not
itself able to arrive at a satisfactory solution, to resolve
the case by nutual agreenment with the conpetent authority of
the other Contracting State, with a view to the avoi dance of
taxation which is not in accordance with the Convention. Any
agreenent reached shall be inplenented notw thstandi ng any
time limts or other procedural |limtations in the donestic
| aw of the Contracting States.

3. The conpetent authorities of the Contracting
States shall endeavor to resolve by nutual agreenent any

difficulties or doubts arising as to the interpretation or
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application of the Convention. In particular the conpetent
authorities of the Contracting States nmay agree:
a) to the sane attribution of incone, deductions,
credits, or allowances of an enterprise of a
Contracting State to its permanent establishnent
situated in the other Contracting State,;
b) to the sane allocation of inconme, deductions,
credits, or allowances between persons;
c) to the sane characterization of particular
itens of incone;
d) to the sane characterization of persons;
e) to the sane application of source rules with
respect to particular itens of incone;
f) to a common neaning of a term
g) to increases in any specific dollar amunts
referred to in the Convention to reflect econom c or
nmonet ary devel opnent s;

h) to advance pricing arrangenents; and
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i) to the application of the provisions of
donestic |law regarding penalties, fines, and interest
in a manner consistent with the purposes of the
Convent i on.
They may al so consult together for the elimnation of double
taxation in cases not provided for in the Convention.

4. The conpetent authorities of the Contracting
States may communi cate with each other directly for the
pur pose of reaching an agreenent in the sense of the

pr ecedi ng paragraphs.

ARTI CLE 26

Exchange of Information and Adm ni strative Assi stance

1. The conpetent authorities of the Contracting
States shall exchange such information as is relevant for
carrying out the provisions of this Convention or of the
donestic laws of the Contracting States concerning taxes
covered by the Convention insofar as the taxation thereunder
is not contrary to the Convention, including the assessnent
of, collection of, the enforcenent or prosecution in respect
of or the determ nation of appeals in relation to the taxes
covered by the Convention. The exchange of information is
not restricted by Article 1 (General Scope). Any information
received by a Contracting State shall be treated as secret

in the sane manner as informati on obtai ned under the
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donestic laws of that State and shall be disclosed only to

persons or authorities (including courts and adm nistrative

bodi es) involved in the assessnent, collection or

adm nistration of, the enforcenent or prosecution in respect

of ,

or the determ nation of appeals in relation to, the

t axes covered by the Convention or the oversight of the

above. 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.

2. In no case shall the provisions of paragraph 1 be

construed so as to inpose on a Contracting State the

obl i gation:

a) to carry out adm nistrative neasures at
variance with the | aws and adm ni strative practice of
that or of the other Contracting State;

b) to supply information which is not obtainable
under the laws or in the normal course of the
adm nistration of that or of the other Contracting
St at e;

c) to supply informati on which woul d di scl ose any
trade, business, industrial, commercial or professional

secret or trade process or information, the disclosure
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of which would be contrary to public policy (ordre

public).

3. Not wi t hst andi ng paragraph 2, |l aws or practices of
the requested State pertaining to the disclosure of
information by financial institutions, nom nees or persons
acting in an agency or fiduciary capacity, or respecting
ownership of debt instrunments or interests in a person shal
not affect the authority of the requested State. The
conpetent authorities shall have the authority to obtain and
provi de informati on notw thstandi ng such disclosure |aws and
practices. If information is requested by a Contracting
State in accordance with this Article, the other Contracting
State shall obtain the information to which the request
relates in the same manner and to the sane extent as if the
tax of the first-nentioned State were the tax of that other
State and were being inposed by that other State. If
specifically requested by the conpetent authority of a
Contracting State, the conpetent authority of the other
Contracting State shall provide information under this
Article in the formof depositions of wtnesses and
aut henti cated copi es of unedited original docunents
(1 ncludi ng books, papers, statenents, records, accounts, and

witings), to the sane extent such depositions and docunents
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can be obtai ned under the laws and adm nistrative practices
of that other State with respect to its own taxes.

4. Each of the Contracting States shall endeavor to
coll ect on behalf of the other Contracting State such
anounts as may be necessary to ensure that relief granted by
t he Convention fromtaxation inposed by that other State
does not inure to the benefit of persons not entitled
t hereto.

5. Par agraph 4 shall not inpose upon either of the
Contracting States the obligation to carry out
adm ni strative neasures which are of a different nature from
those used in the collection of its own taxes, or which
woul d be contrary to its sovereignty, security, or public
policy.

6. For the purposes of this Article, the Convention
shal | apply, notw thstanding the provisions of Article 2
(Taxes Covered), to taxes of every kind inposed by a
Contracting State.

7. The conpetent authority of the requested State
shall allow representatives of the applicant State to enter
the requested State to interview individuals and exam ne
books and records with the consent of the persons contacted

and the conpetent authority of the requested State.

ARTI CLE 27
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Menbers of Diplomatic M ssions and Consul ar Posts

Not hing in this Convention shall affect the fisca
privileges of nenbers of diplomatic m ssions or consul ar
posts under the general rules of international |aw or under

t he provisions of special agreenents.

ARTI CLE 28

Entry Into Force

1. The Governnents of the Contracting States shal
notify each other through diplomatic channels when the
constitutional requirenments for the entry into force of the
Conventi on have been conplied wth.

2. The Convention shall enter into force on the date
of the later of the notifications referred to in paragraph
1, and its provisions shall have effect in both Contracting
St at es:

a) in respect of taxes withheld at source, for
anounts paid or credited on or after the first day of
January of the cal endar year next follow ng the year in
whi ch the Convention enters into force;

b) in respect of other taxes on incone, for

t axabl e years beginning on or after the first day of



- 65 -
January of the cal endar year next follow ng the year in
whi ch the Convention enters into force.

3. The appropriate authorities of the Contracting
States shall consult within a five-year period fromthe date
on which this Convention enters into force with respect to
the application of the Convention, including the
negoti ati ons of an anmendnent to the Convention by nean of a
protocol (if appropriate), to incone derived from new
t echnol ogi es (such as paynents received for transm ssion by

satellite, cable, optic fibre or simlar technol ogy).

ARTI CLE 29

Term nati on

This Convention shall remain in force until term nated
by a Contracting State. Either Contracting State may
term nate the Convention by giving witten notice of
term nation, through diplomatic channels, at |east 6 nonths
before the end of any cal endar year. In such event, the
Convention shall cease to have effect in both Contracting
St at es:

a) in respect of taxes withheld at source, for
anounts paid or credited on or after the first day of
January of the cal endar year next follow ng the year in
whi ch the notice has been given;

b) in respect of other taxes on incone, for
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t axabl e years beginning on or after the first day of
January of the cal endar year next follow ng the year in

whi ch the notice has been given.

| N WTNESS WHERECF, the undersigned, being duly
aut hori zed thereto, have signed this Convention.
DONE at Washington in duplicate, in the English and
Est oni an | anguages, both texts being equally authentic, this

15t h day of January, 1998.

FOR THE UNI TED STATES FOR THE REPUBLI C
OF AMERI CA: OF ESTON A



