CONVENTI ON BETWEEN
THE GOVERNMENT OF THE UNI TED STATES OF AMERI CA
AND
THE GOVERNMENT OF THE | TALI AN REPUBLI C
FOR THE AVO DANCE OF DOUBLE TAXATI ON
W TH RESPECT TO TAXES ON | NCOVE
AND THE PREVENTI ON OF FRAUD OR FI SCAL EVASI ON

The Governnent of the United States of America and the
Government of the Italian Republic, desiring to conclude a
Convention for the avoi dance of double taxation with respect to
taxes on inconme and the prevention of fraud or fiscal evasion,
have agreed as foll ows:

ARTI CLE 1

Per sonal Scope

1. Except as otherwi se provided in this Convention, this
Convention shall apply to persons who are residents of one or
both of the Contracting States.

2. Notwi thstanding any provision of this Convention except
paragraph 3 of this Article, a Contracting State may tax:

(a) its residents (as determ ned under Article 4
(Resi dent); and

(b) its citizens by reason of citizenship
as if there were no convention between the Governnent of the
United States of Anerica and the Governnent of the Italian
Republic for the avoi dance of double taxation with respect to
taxes on income and the prevention of fraud or fiscal evasion.

3. The provisions of paragraph 2 shall not affect:

(a) the benefits conferred by a Contracting State
under paragraph 2 of Article 9 (Associated Enterprises),
paragraphs 5 and 6 of Article 18 (Pensions, Etc.), and
under Articles 23 (Relief from Double Taxation), 24
(Non-Di scrimnation), and 25 (Mitual Agreenent Procedure);
and
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(b) the benefits conferred by a Contracting State
under Articles 19 (Governnent Service), 20 (Professors and
Teachers), 21 (Students and Trainees), and 27 (D plomatic
Agents and Consular Oficials), upon individuals who are
neither citizens of, nor have inmgrant status in, that
St at e.

ARTI CLE 2

Taxes Covered

1. This Convention shall apply to taxes on incone inposed

on behalf of a Contracting State.

ar e:

2. The existing taxes to which this Convention shall apply

(a) in the case of the United States: the Federal
i ncome taxes inposed by the Internal Revenue Code (but
excl udi ng social security taxes), and the Federal excise
t axes inposed on insurance premuns paid to foreign
insurers and with respect to private foundations
(hereinafter referred to as "United States tax");

(b) in the case of Italy:

(1) the individual inconme tax (I'inposta su
reddito dell e persone fisiche);

(1i) the corporation incone tax (l'inposta su
reddito dell e persone giuridiche); and

(i) the regional tax on productive activities
(I"inposta regionale sulle attivita produttive), but
only that portion of such tax that is considered to be
an incone tax pursuant to paragraph 2(c) of Article 23
(Rel i ef from Doubl e Taxation);

even if they are collected by wi thhol ding taxes at the
source (hereinafter referred to as "lItalian tax").

3. The Convention shall apply also to any identical or

substantially simlar taxes which are inposed by a Contracting
State after the date of signature of this Convention in addition
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to, or in place of, the existing taxes. The conpetent
authorities of the Contracting States shall notify each other of
any significant changes which have been nmade in their respective
taxation laws and shall transmt to each other any significant
of ficial published material concerning the application of this
Convention, including explanations, regulations, rulings, or

j udi ci al decisions.

ARTI CLE 3

CGeneral Definitions

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

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

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

(c) the ternms "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;

(d) the term"international traffic" neans any
transport by a ship or aircraft, except where such
transport is solely between places in the other Contracting
St at e,

(e) the term "conpetent authority" means:

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

(i) inltaly: the Mnistry of Finance;
(f) the term"United States" neans the United States

of Anerica, and includes the states thereof and the
District of Colunbia; such termal so includes the
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territorial sea thereof and any area beyond the territorial
sea which is designated as an area within which the United
States, in conpliance with its legislation and in
conformty wth international |aw exercises sovereign
rights in respect of the exploration and exploitation of

t he natural resources of the seabed, the subsoil and the
superjacent waters; the term however, does not include
Puerto Rico, the Virgin Islands, Guamor any other United
St at es possession or territory;

(g) the term™"Italy” nmeans the Italian Republic and
i ncl udes any area beyond the territorial sea which is
designated as an area within which Italy, in conpliance
with its legislation and in conformty with internationa
| aw, exercises sovereign rights in respect of the
exploration and exploitation of the natural resources of
t he seabed, the subsoil and the superjacent waters;

(h) the term "national s" neans:

(1) all individuals possessing the citizenship of
a Contracting State; and

(ii) all legal persons, partnerships, and
associ ations deriving their status as such fromthe
law in force in a Contracting State.

(1) the term™"qualified governnental entity" neans:

(i) any person or body of persons that
constitutes a governing body of a Contracting State,
or of a political or adm nistrative subdivision or
| ocal authority of a Contracting State;

(1i) a person that is wholly owned, directly or
indirectly, by a Contracting State or a political or
adm ni strative subdivision or |local authority of a
Contracting State, provided (A) it is organized under
the laws of the Contracting State, (B) its earnings
are credited to its own account with no portion of its
incone inuring to the benefit of any private person,
and (C) its assets vest in the Contracting State,
political or adm nistrative subdivision or |ocal au-
thority upon dissolution; and
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(ti1) a pension trust or fund of a person de-
scribed in subparagraph (i) or (ii) that is
constituted and operated exclusively to adm ni ster or
provi de pension benefits described in Article 19
(Gover nnent Service);

provi ded that an entity described in subparagraph (ii) or
(1i1) does not carry on commercial activities.

2. As regards the application of this Convention by a
Contracting State any termnot defined therein shall, unless the
context otherw se requires, have the nmeaning which it has under
the laws of that State concerning the taxes to which this
Convention applies.

ARTI CLE 4
Resi dent.

1. For purposes of this Convention, the term"resident of a
Contracting State" nmeans any person who, under the |aws of that
State, is |liable to tax therein by reason of his domcile,
resi dence, place of managenent, place of incorporation, or any
other criterion of a simlar nature, provided, however, that:

(a) this termdoes not include any person who is
liable to tax in that State in respect only of incone from
sources in that State; and

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

2. \Were 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 that State with which



-6-

hi s personal and economic relations are closer (center of
vital interests);

(b) if the State in which he has his center of vita
interests cannot be determ ned, or if he has not a
per manent hone available to himin either State, he shal
be deened to be a resident of the State in which he has an
habi t ual 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 neither of
them the conpetent authorities of the Contracting States
shall settle the question by nutual agreenent.

3. Wiere by reason of the provisions of paragraph 1 a
person other than an individual is a resident of both
Contracting States, the conpetent authorities of the Contracting
States shall by nutual agreenent endeavor to settle the question
and to determ ne the node of application of the Convention to
such person

ARTI CLE 5

Per manent Est abl i shment

1. For the purposes of this Convention, the term "pernanent
establishment” nmeans a fixed place of business in which the
busi ness of the enterprise is wholly or partly carried on.

2. The term "permanent establishnent” shall include
especi al ly:

a place of managenent;
a branch;
an office;
a factory;
a wor kshop;
(f) a mne, quarry, or other place of extraction of
natural resources; and
(g) a building site or construction or assenbly
project which exists for nore than twel ve nonths;
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3. The term "pernmanent establishnent” shall be deened not
to include:

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

(b) the mai ntenance of a stock of goods or nerchandise
bel onging to the enterprise solely for the purpose of
storage, display, or delivery;

(c) the mai ntenance of a stock of goods or nerchandise
bel onging to the enterprise solely for the purpose of
processi ng by another enterprise;

(d) the mai ntenance of a fixed place of business
solely for the purpose of purchasi ng goods or nerchandi se,
or for collecting information, for the enterprise;

(e) the mai ntenance of a fixed place of business
solely for the purpose of advertising, for the supply of
information, for scientific research, or for simlar
activities which have a preparatory or auxiliary character,
for the enterprise.

4. A person acting in a Contracting State on behalf of an
enterprise of the other Contracting State -- other than an agent
of an i ndependent status to whom paragraph 5 applies -- shall be
deened to be a pernmanent establishnent in the first-nmentioned
State if he has, and habitually exercises in that State, an
authority to conclude contracts in the nane of the enterprise,
unless his activities are limted to the purchase of goods or
mer chandi se for the enterprise.

5. An enterprise of a Contracting State shall not be deened
to have a permanent establishnment in the other Contracting State
nmerely because it carries on business in that other State
t hrough a broker, general comm ssion agent, or any other agent
of an independent status, where such persons are acting in the
ordi nary course of their business as independent agents.

6. 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 pernanent



- 8-

establ i shment or otherw se), shall not of itself constitute
ei ther conpany a pernmanent establishnment of the other.

ARTI CLE 6

| ncone from | nmovabl e Property

1. Incone derived by a resident of a Contracting State from
i mmovabl e property, including inconme fromagriculture or
forestry, situated in the other Contracting State nmay be taxed
in that other State.

2. The term "inmovabl e property” ("real property") shal
have the neaning which it has under the | aw of the Contracting
State in which the property in question is situated. The term
shall in any case include property accessory to inmovabl e
property, livestock and equi pnent used in agriculture and
forestry, and rights to which the provisions of general |aw
respecting | anded property apply. Usufruct of inmmovable property
and rights to variable or fixed paynents as consideration for
the working of, or the right to work, mneral deposits, sources,
and ot her natural resources shall also be considered i movabl e
property; ships, boats, and aircraft shall not be regarded as
i mmovabl e property.

3. The provisions of paragraph 1 shall apply to incone
derived fromthe direct use, letting, or use in any other form
of i mmovabl e property.

4. The provisions of paragraphs 1 and 3 shall also apply to
the incone fromimmovabl e property of an enterprise and to

income fromimovabl e property used for the performance of
i ndependent personal services.

ARTI CLE 7

Busi ness Profits

1. The 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
per manent establishnment situated therein. If the enterprise
carries on business as aforesaid, the profits of the enterprise
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may be taxed in the other State but only so nuch of themas is
attributable to that permanent establishment.

2. Subject 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 establishment the profits which it
m ght be expected to make if it were a distinct and separate
enterprise engaged in the same or simlar activities under the
same or simlar conditions and dealing wholly independently with
the enterprise of which it is a permanent establishnment and
ot her associ ated enterprises.

3. In determning the profits of a permanent establishnent,
there shall be all owed as deducti ons expenses that are
attributable to the activities of the permanent establishnent,

i ncluding a reasonabl e allocation of executive and general
adm ni strative expenses, whether incurred in the State in which
t he permanent establishment is situated or el sewhere.

4. No profits shall be attributable to a permanent
establ i shment by reason of the mere purchase by that pernanent
establ i shment of goods or nerchandi se for the enterprise.

5. For the purposes of the precedi ng paragraphs, the
profits to be attributed to the permanent establishnent shall be
determ ned by the sane nethod year by year unless there is good
and sufficient reason to the contrary.

6. In applying paragraphs 1 and 2 of Article 7 (Business
Profits), paragraph 4 of Article 10 (D vidends), paragraph 5 of
Article 11 (Interest), paragraph 5 of Article 12 (Royalties),
paragraph 2 of Article 13 (Capital Gains), Article 14
(I ndependent Personal Services) and paragraph 2 of Article 22
(Gt her Inconme), any inconme or gain attributable to a permnent
establishment or fixed base during its existence is taxable in
the Contracting State where such permanent establishnent or
fixed base is situated even if the paynents are deferred until
after such permanent establishnment or fixed base has ceased to
exi st.

7. Were profits include itens of incone which are dealt
Wi th separately in other Articles of this Convention, then the
provi sions of those Articles shall not be affected by the
provisions of this Article.
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ARTI CLE 8

Shi ppi ng and Air Transport

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

2. The provisions of paragraph 1 shall also apply to

profits derived fromthe participation in a pool, a joint
busi ness, or an international operating agency.

ARTI CLE 9

Associ ated Enterprises

1. \Were:

(a) an enterprise of a Contracting State participates
directly or indirectly in the managenent, 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
ot her Contracting State,

and in either case conditions are nade or inposed between the
two enterprises in their commercial or financial relations which
differ fromthose which woul d be nmade between i ndependent
enterprises, then any profits which would, but for those

condi tions, have accrued to one of the enterprises, but, by
reason of those conditions, have not so accrued, nay 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
whi ch 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-nmentioned State if the conditions made between the two
enterprises had been those which woul d have been nade between
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i ndependent enterprises, then that other State shall nake an
appropriate adjustnent to the anmount 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, in
any case, any such adjustnent shall be made only in accordance
wi th the nmutual agreement procedure in Article 25 (Mitual
Agreenment Procedure) of the Convention.

ARTI CLE 10
Di vi dends

1. Dividends paid by a conpany which is a resident of a
Contracting State to a resident of the other Contracting State
may be taxed in that other State.

2. However, such dividends nay al so be taxed in the
Contracting State of which the conpany paying the dividends 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 anmount of the dividends if
the beneficial owner is a conpany whi ch has owned at | east
25 percent of the voting stock of the conpany paying the
di vidends for a 12 nonth period ending on the date the
di vidend is decl ared; and

(b) 15 percent of the gross anobunt of the dividends in
all other cases.

Thi s paragraph shall not affect the taxation of the conpany in
respect of the profits out of which the dividends are paid.

3. The term "dividends" as used in this Article neans
i ncone from shares, "jouissance" shares or "jouissance" rights,
m ni ng shares, founder's shares, or other rights, not being
debt-clainms, participating in profits, as well as inconme which
is subjected to the sane taxation treatnment as incone from
shares by the laws of the State of which the conpany making the
distribution is a resident.

4. The provisions of paragraphs 1 and 2 shall not apply if
the beneficial owner of the dividends, being a resident of a
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Contracting State, carries on business in the other Contracting
State, of which the conpany paying the dividends is a resident,
t hrough a permanent establishment situated therein, or perforns
in that other State independent personal services froma fixed
base situated therein, and the holding in respect of which the
di vidends are paid is effectively connected wth such permanent
establ i shnment or fixed base. In such case, the dividends are
taxable in that other Contracting State according to its own

| aws.

5. Where a conpany which is a resident of a Contracting
State and not a resident of the other Contracting State derives
profits or income fromthe other Contracting State, that other
State may not inpose any tax on the dividends paid by the
conpany, except insofar as such dividends are paid to a resident
of that other State or insofar as the holding in respect of
whi ch the dividends are paid is effectively connected with a
per manent establishnent or a fixed base situated in that other
State, nor subject the conpany's undistributed profits to a tax
on the conpany's undistributed profits, except as provided in
par agraph 6, even if the dividends paid or the undistributed
profits consist wholly or partly of profits or incone arising in
such other State.

6. A corporation that is a resident of one of the States
and that has a permanent establishnent in the other State or
that is subject to tax in the other State on a net basis on its
income that may be taxed in the other State under Article 6
(I'nconme from I mmovabl e 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 all owabl e under the other provisions of
this Convention. Such tax, however, may be inposed on only the
portion of the business profits of the corporation attributable
to the permanent establishnment and the portion of the incone
referred to in the preceding sentence that is subject to tax
under Article 6 (lInconme from Il movabl e Property) or under
paragraph 1 of Article 13 (Capital Gains) that, in the case of
the United States, represents the dividend equival ent anmount of
such profits or income and, in the case of Italy, is an anount
that is anal ogous to the dividend equival ent anount.

7. The tax referred to in paragraph 6 may not be inposed at
a rate in excess of the rate specified in paragraph 2(a).

8. Notwi t hstandi ng paragraph 2, dividends shall not be
taxed in the Contracting State of which the conpany paying the
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dividends is a resident if the beneficial owner of the dividends
is aresident of the other Contracting State that is a qualified
governmental entity that holds, directly or indirectly, |ess
than 25 percent of the voting stock of the conpany paying the

di vi dends.

9. Subparagraph (a) of paragraph 2 shall not apply in the
case of dividends paid by a United States Regul ated | nvest nent
Company (RIC) or a United States Real Estate Investnent Trust
(REIT). In the case of dividends froma RIC, subparagraph (b)
of paragraph 2 shall apply. 1In the case of dividends paid by a
REI T, subparagraph (b) of paragraph 2 shall apply only if:

(a) the beneficial owner of the dividends is an
i ndi vi dual holding an interest of not nore than 10 percent
in the REIT,

(b) the dividends are paid with respect to a class of
stock that is publicly traded and the beneficial owner of
the dividends is a person holding an interest of not nore
than 5 percent of any class of the REIT s stock; or

(c) the beneficial owner of the dividends is a person
hol ding an interest of not nore than 10 percent in the REIT
and the REIT is diversified.

10. The provisions of this Article shall not apply if it
was the main purpose or one of the main purposes of any person
concerned with the creation or assignnment of the shares or other
rights in respect of which the dividend is paid to take
advantage of this Article by neans of that creation or
assi gnnent .

ARTI CLE 11
| nt er est

1. Interest arising in a Contracting State and paid to a
resident of the other Contracting State nay be taxed in that
ot her 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
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resident of the other Contracting State, the tax so charged
shal |l not exceed 10 percent of the gross amount of the interest.

3. Notw thstandi ng paragraph 2, interest shall not be
taxed in the Contracting State in which it arises if:

(a) the interest is beneficially owned by a resident
of the other Contracting State that is a qualified
governnmental entity that holds, directly or indirectly,
| ess than 25 percent of the capital of the person paying
the interest;

(b) the interest is paid with respect to debt
obl i gati ons guaranteed or insured by a qualified
governmental entity of that Contracting State or the other
Contracting State and is beneficially owed by a resident
of the other Contracting State;

(c) the interest is paid or accrued with respect to a
sale on credit of goods, nerchandi se, or services provided
by one enterprise to another enterprise; or

(d) the interest is paid or accrued in connection with
the sale on credit of industrial, commercial, or scientific
equi pnent .

4. The term"interest” as used in this Article means incone
from Government securities, bonds, or debentures, whether or not
secured by nortgage and whether or not carrying a right to
participate in profits, and debt-clains of every kind as well as
all other incone assimlated to incone fromnoney |lent by the
taxation law of the State in which the incone arises. |ncone
dealt with in Article 10 (Dividends) shall not be regarded as
interest for the purposes of this Convention.

5. The provisions of paragraphs 1, 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, through a pernanent
establishment situated therein, or perfornms in that other State
i ndependent personal service froma fixed base situated therein,
and the debt-claimin respect of which the interest is paidis
effectively connected with such permanent establishnent or fixed
base. In such case, the interest is taxable in that other
Contracting State according to its own | aws.
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6. Interest shall be deenmed to arise in a Contracting State
when the payer is that State itself, a political or
adm ni strative subdivision, a |local authority, or 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 with which the i ndebtedness on which the interest is
paid was incurred, and such interest is borne by such permanent
establishment or fixed base, then such interest shall be deened
to arise in the State in which the permanent establishnent or
fi xed base is situated.

7. \Were, by reason of a special relationship between the
payer and the beneficial owner or between both of them and sone
ot her person, the anount of the interest, having regard to the
debt-claimfor which it is paid, exceeds the anmount which would
have been agreed upon by the payer and the beneficial owner in
t he absence of such relationship, the provisions of this Article
shall apply only to the last-nentioned anount. In such case, the
excess part of the paynents is taxable according to the | aws of
each Contracting State, due regard being had to the other
provi sions of this Convention.

8. In the case of the United States, the excess, if any,
of the anmpbunt of interest allocable to the profits of a conpany
resident in the other Contracting State that are either
attributable to a permanent establishnment in the United States
or subject to tax in the United States under Article 6 (Incone
from I movabl e Property) or paragraph 1 of Article 13 (Capital
Gai ns) over the interest paid by that permanent establishnment or
trade or business in the United States shall be deenmed to arise
in the United States and be beneficially owed by a resident of
the other Contracting State. The tax inposed under this Article
on such interest shall not exceed the rate specified in
par agr aph 2.

9. The provisions of this Article shall not apply if it was
the mai n purpose or one of the main purposes of any person
concerned with the creation or assignnment of the debt-claimin
respect of which the interest is paid to take advantage of this
Article by neans of that creation or assignnent.
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ARTI CLE 12

Royal ti es

1. Royalties arising in a Contracting State and paid to a
resident of the other Contracting State nmay be taxed in that
ot her State.

2. However, such royalties may al so be taxed in the
Contracting State in which they arise and according to the | aws
of that State, but if the recipient of the royalties is the
beneficial owner thereof, the tax so charged shall not exceed:

(a) 5 percent of the gross anobunt in the case of
royalties for the use of, or the right to use, conputer
software or industrial, commercial, or scientific
equi pnent ; and

(b) 8 percent of the gross anmount in all other cases.

3. Notwi thstanding the provisions of paragraph 2, royalties
arising in a State and paid to a resident of the other State for
the use of, or right to use, a copyright of literary, artistic
or scientific work (excluding royalties for conputer software,
notion pictures, filns, tapes or other means of reproduction
used for radio or television broadcasting) shall be taxable only
in that other State if such resident is the beneficial owner
t her eof .

4. The term"royalties" as used in this Article neans
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, notion pictures,
films, tapes or other nmeans of reproduction used for radio or
tel evi si on broadcasting, any patent, trademark, design or nodel,
pl an, secret fornula or process, or other like right or
property, or for the use of, or right to use, industrial,
commercial, or scientific equipnment, or for information
concerning industrial, conmercial, or scientific experience.

5. The provisions of paragraphs 1, 2, and 3 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, through a pernanent
establishment situated therein, or performs in that other State
i ndependent personal services froma fixed base situated
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therein, and the right or property in respect of which the
royalties are paid is effectively connected with such permanent
establishment or fixed base. In such case, the royalties are
taxable in that other Contracting State according to its own

| aws.

6. Royalties shall be deened to arise in a Contracting
State when the payer is that State itself, a political or
adm ni strative subdivision, a |local authority, or a resident of
that State. \Were, however, the person paying the royalties,
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 with which the obligation to pay the royalties was
i ncurred, and such royalties are borne by such permnent
establishment or fixed base, then such royalties shall be deened
to arise in the State in which the permanent establishnent or
fi xed base is situated. Notw thstandi ng the precedi ng provisions
of this paragraph, royalties with respect to the use of, or the
right to use, rights or property within a Contracting State may
be deened to arise wthin that State.

7. \Were, by reason of a special relationship between the
payer and the beneficial owner or between both of them and sone
ot her person, the amount of the royalties, having regard to the
use, right, or information for which they are paid, exceeds the
anmount whi ch woul d have been agreed upon by the payer and the
beneficial owner in the absence of such relationship, the
provisions of this Article shall apply only to the
| ast-nentioned anount. In such case, the excess part of the
paynents is taxable according to the | aws of each Contracting
State, due regard being had to the other provisions of this
Convent i on.

8. The provisions of this Article shall not apply if it was
the main purpose or one of the main purposes of any person
concerned with the creation or assignment of the rights in
respect of which the royalties are paid to take advantage of
this Article by nmeans of that creation or assignnent.
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ARTI CLE 13

Capital @ins

1. Gains derived by a resident of a Contracting State from
the alienation of inmmovable property situated in the other
Contracting State nay be taxed in that other State.

2. Gains fromthe alienation of novable property formng
part of the business property of a permanent establishnment which
an enterprise of a Contracting State has in the other
Contracting State or of novable property pertaining to a fixed
base available to a resident of a Contracting State in the other
Contracting State for the purpose of perform ng independent
personal services, including such gains fromthe alienation of
such permanent establishnment (alone or with the whole
enterprise) or of such fixed base, may be taxed in that other
State.

3. Gains derived by an enterprise of a Contracting State
fromthe alienation of ships or aircraft operated by such
enterprise in international traffic or of novable property
pertaining to the operation of such ships or aircraft shall be
taxable only in that State.

4. Gains fromthe alienation of any property other than

that referred to in paragraphs 1, 2, and 3 shall be taxable only
in the Contracting State of which the alienator is a resident.

ARTI CLE 14

| ndependent Per sonal Services

1. Incone derived by an individual who is a resident of a
Contracting State fromthe performance of personal services in
an i ndependent capacity shall be taxable only in that State
unl ess such services are perforned in the other Contracting
State and the individual has a fixed base regularly available to
himin that other State for the purpose of performng his
activities, but only so nuch of the income as is attributable to
that fixed base may be taxed in that other State.

2. The term "personal services in an independent capacity"
includes, but is not limted to, scientific, literary, artistic,
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educational, and teaching activities as well as independent

activities of physicians, |awers, engineers, architects,
dentists, and accountants.

ARTI CLE 15

Dependent Per sonal Services

1. Subject to the provisions of Articles 16 (Directors
Fees), 18 (Pensions, Etc.), 19 (Governnment Service), 20
(Professors and Teachers), and 21 (Students and Trai nees),
sal aries, wages, and other simlar renmuneration derived by a
resident of a Contracting State in respect of an enpl oynent
shall be taxable only in that State unless the enploynent is
exercised in the other Contracting State. If the enploynent is
so exercised, such renmuneration as is derived therefrom my be
taxed in that other State.

2. Notwi thstanding the provisions of paragraph 1
remuneration derived by a resident of a Contracting State in
respect of an enpl oynent 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 the fiscal year concerned;

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

(c) the rermuneration is not borne by a pernanent
establishment or a fixed base which the enployer has in the
ot her State.

3. Notw thstanding the preceding provisions of this
Article, renuneration in respect of an enploynent regularly
exerci sed aboard a ship or aircraft operated in international
traffic by an enterprise of a Contracting State may be taxed in
t hat State.
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ARTI CLE 16

Directors' Fees

Directors' fees and other simlar paynents derived by a
resident of a Contracting State in his capacity as a nmenber of
the board of directors of a conpany which is a resident of the
other Contracting State nmay be taxed in that other State.

ARTI CLE 17

Artistes and Athl etes

1. Incone derived by a resident of a Contracting State as
an entertainer, such as a theatre, notion picture, radio, or
television artiste, or a musician, or as an athlete, fromhis
personal activities as such exercised in the other Contracting
State, which income would be exenpt fromtax in that other
Contracting State under the provisions of Articles 14
(I ndependent Personal Services) and 15 (Dependent Personal
Services), may be taxed in that other State, if:

(a) the anpbunt of the gross receipts derived by such
entertainer or athlete, including expenses reinbursed to
hi m or borne on his behalf, fromsuch activities exceeds
twenty thousand United States dollars ($20,000) or its
equivalent in Italian currency for the fiscal year
concerned; or

(b) such entertainer or athlete is present in that
other State for a period or periods aggregating nore than
90 days in the fiscal year concerned.

2. Were inconme in respect of activities exercised by an
entertainer or an athlete in his capacity as such accrues not to
hi m but to another person, that inconme may, notw thstanding the
provi sions of Articles 7 (Business Profits), 14 (Independent
Personal Services), and 15 (Dependent Personal Services), be
taxed in the Contracting State in which the activities of the
entertainer or athlete are exercised. For purposes of the
precedi ng sentence, incone of an entertainer or athlete shall be
deened not to accrue to another person if it is proved by the
entertainer or athlete that neither he nor persons related to
himparticipate directly or indirectly in the profits of such



-21-
ot her person in any manner, including the receipt of deferred

remuner ation, bonuses, fees, dividends, partnership
di stributions, or other distributions.

ARTI CLE 18

Pensi ons, Etc.

1. Subject to the provisions of paragraph 2 of Article 19
(Governnent Service), pensions and other simlar renuneration
beneficially derived by a resident of a Contracting State in
consi deration of past enploynent shall be taxable only in that
St at e.

2. Paynments nmade by a Contracting State under provisions of
the social security or simlar legislation of that State to a
resident of the other Contracting State shall be taxable only in
t he ot her State.

3. Notw thstanding the provisions of paragraph 1, if a
resident of a Contracting State becones a resident of the other
Contracting State, |unp-sum paynents or severance paynments
(indemities) received after such change of residence that are
paid with respect to enpl oynent exercised in the first-nmentioned
State while a resident thereof, shall be taxable only in that
first-mentioned State. For purposes of this paragraph, the term
“severance paynents (indemmities)” includes any paynent nade in
consequence of the termnation of any office or enploynent of a
per son.

4. Annuities beneficially derived by a resident of a
Contracting State shall be taxable only in that State. The term
"annuities" as used in this paragraph neans a stated sum paid
periodically at stated tines during life or during a specified
nunber of years, under an obligation to nake the paynents in
return for adequate and full consideration in noney or noney's
worth (other than services rendered).

5. Alinmony and child support paynents paid to a resident of
a Contracting State by a resident of the other Contracting State
shall be taxable only in the first-nmentioned State. However,
such paynents shall not be taxable in either State if the person
maki ng such paynments is not entitled to a deduction for such
paynments in the State of which he is a resident. The term
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"alinmony" as used in this paragraph neans periodic paynents nade
pursuant to a witten separation agreenent or a decree of

di vorce, separate nmintenance, or conpul sory support, which
paynments are taxable to the recipient under the | aws of the
State of which he is a resident. The term "child support” as
used in this paragraph neans periodic paynents for the support
of a mnor child made pursuant to a witten separation agreenent
or a decree of divorce, separate mai ntenance, or conpul sory
support.

6. For purposes of this Convention, where an individual who
is a participant in a pension plan that is established and
recogni zed under the legislation of one of the Contracting
States perforns personal services in the other Contracting
St at e:

(a) Contributions paid by or on behalf of the
i ndi vidual to the plan during the period that he perforns
such services in the other State shall be deductible (or
excludi ble) in conputing his taxable incone in that State.
Any benefits accrued under the plan or paynents nade to the
pl an by or on behalf of his enployer during that period
shall not be treated as part of the enployee's taxable
i ncone and shall be allowed as a deduction in conputing the
profits of his enployer in that other State.

(b) The provisions of this paragraph shall apply only
if:

(1) <contributions by or on behalf of the
individual to the plan (or to another simlar plan for
whi ch this plan was substituted) were nmade before he
arrived in the other State; and

(ii) the conpetent authority of the other State
has agreed that the pension plan generally corresponds
to a pension plan recognized for tax purposes by that
St at e.

The benefits granted under this paragraph shall not exceed the
benefits that would be allowed by the other State to its
residents for contributions to, or benefits otherw se accrued
under a pension plan recogni zed for tax purposes by that State.
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ARTI CLE 19

Gover nnent  Servi ce

1. (a) Remuneration, other than a pension, paid by a
Contracting State or a political or admnistrative
subdi vi sion or local authority thereof to an individual in
respect of services rendered to that State or subdivision
or authority shall be taxable only in that State.

(b) However, such renuneration 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
St at e who:

(1) is a national of that State and is not a
nati onal of the other State; or

(ii) did not becone a resident of that State
solely for the purpose of rendering the services;

provi ded that the provisions of clause (ii) shall not apply
to the spouse or dependent children of an individual who is
receiving remuneration to which the provisions of

subpar agraph (a) apply and who does not conme within the
terms of clause (i) or (ii).

2. Subject to the provisions of paragraph 2 of Article 18
(Pensions, Etc.):

(a) Any pension paid by, or out of funds created by, a
Contracting State or a political or admnistrative
subdi vision or local authority thereof to an individual in
respect of services rendered to that State or subdivision
or local authority shall be taxable only in that State.

(b) However, such pension shall be taxable only in the
other Contracting State if the individual is a resident and
a national of that State.

3. The provisions of Article 14 (I ndependent Personal
Services), 15 (Dependent Personal Services), 16 (Directors
Fees), 17 (Artistes and Athletes), or 18 (Pensions, Etc.), as
the case may be, shall apply to remuneration and pensions in
respect of services rendered in connection with a business
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carried on by a Contracting State or a political or
adm ni strative subdivision or a |ocal authority thereof.

ARTI CLE 20

Prof essors and Teachers

1. A professor or teacher who nakes a tenporary visit to a
Contracting State for a period that is not expected to exceed
two years for the purpose of teaching or conducting research at
a university, college, school, or other recognized educati onal
institution, or at a nmedical facility primarily funded from
governnmental sources, and who is, or inmediately before such
visit was, a resident of the other Contracting State shall, for
a period not exceeding two years, be exenpt fromtax in the
first-nmentioned Contracting State in respect of renuneration
from such teaching or research

2. This Article shall not apply to inconme fromresearch if
such research is undertaken not in the general interest but
primarily for the private benefit of a specific person or
per sons.

ARTI CLE 21

Students and Tr ai nees

Paynments whi ch a student or business apprentice (trainee)
who is, or imediately before visiting a Contracting State was,
a resident of the other Contracting State and who is present in
the first-nmentioned State exclusively for the purpose of his
education at a recogni zed educational institution or training
recei ves for the purpose of his maintenance, education, or
training shall not be taxed in that State provided that such
paynments arise outside that State.
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ARTI CLE 22

O her | ncone

1. Itens of incone of 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 incone,
ot her than inconme fromimovabl e property as defined in
paragraph 2 of Article 6 (I nconme from | movable Property), if
t he person deriving the incone, being a resident of a
Contracting State, carries on business in the other Contracting
State through a permanent establishnment situated therein, or
perfornms in that other State independent personal services from
a fixed base situated therein, and the right or property in
respect of which the incone if paid is effectively connected
wi th such pernmanent establishnment or fixed base. In such case
the itenms of incone are taxable in the other Contracting State
according to its own | aw

3. The provisions of this Article shall not apply if it was
the mai n purpose or one of the main purposes of any person
concerned with the creation or assignment of the rights in
respect of which the incone is paid to take advantage of this
Article by neans of that creation or assignnent.

ARTI CLE 23

Reli ef from Doubl e Taxation

1. It is agreed that double taxation shall be avoided in
accordance with the foll owi ng paragraphs of this Article.

2. (a) I'n accordance with the provisions and subject to
the limtations of the aw 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

against the United States tax on inconme the appropriate
anmount of incone tax paid to Italy; and in the case of a
United States conpany owning at |east ten percent of the
voting stock of a conmpany which is a resident of Italy from
which it receives dividends in any taxable year, the United
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States shall allow as a credit against the United States
tax on income the appropriate anmount of income tax paid to
Italy by that conpany with respect to the profits out of

whi ch such dividends are paid. Such appropriate anount

shal | be based upon the anount of tax paid to Italy, but
shall not exceed the limtations of the Iaw of the United
States (for the purpose of limting the credit to the
United States tax on inconme from sources w thout the United
States).

(b) For purposes of applying the United States credit
inrelation to tax paid to Italy, the taxes referred to in
par agraphs 2(b) (i), 2(b)(ii) and 3 of Article 2 (Taxes
Covered) shall be considered to be inconme taxes. In
addition, for purposes of applying the United States credit
inrelation to tax paid to Italy, the portion of the tax
referred to in paragraph 2(b)(iii) of Article 2 (Taxes
Covered) as is described in subparagraph (c) of this
paragraph shall be considered to be an incone tax.

(c) The portion of the tax referred to in paragraph
2(b)(iii) of Article 2 (Taxes Covered) that shall be
considered to be an inconme tax shall be cal cul ated by
mul ti plying the applicable ratio by the total anount of the
tax referred to in paragraph 2(b)(iii) of Article 2 (Taxes
Covered) that is paid or accrued to Italy.

(i) The term "applicable ratio" nmeans the
adj usted base divided by the total tax base upon which
the tax referred to in paragraph 2(b)(iii) of Article
2 (Taxes Covered) is actually inposed.

(1i) The term "adjusted base" neans the greater
of :

(A zero (0), or

(B) the total tax base upon which the tax
referred to in paragraph 2(b)(iii) of Article 2
(Taxes Covered) is actually inposed, less the
total amount of | abor expense and i nterest
expense not otherw se taken into account in
determning the total tax base upon which the tax
referred to in paragraph 2(b)(iii) of Article 2
(Taxes Covered) is actually inposed.
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3. If aresident of Italy derives itens of incone which are
taxable in the United States under the Convention (w thout
regard to paragraph 2(b) of Article 1 (Personal Scope)), Italy
may, in determning its inconme taxes specified in Article 2 of
this Convention, include in the basis upon which such taxes are
i nposed the said itens of income (unless specified provisions of
this Convention otherw se provide). In such case, Italy shal
deduct fromthe taxes so calculated the tax on incone paid to
the United States, but in an anobunt not exceedi ng that
proportion of the aforesaid Italian tax which such itens of
i ncome bear to the entire inconme. However, no deduction will be
granted if the itemof incone is subjected in Italy to a fina
wi t hhol di ng tax by request of the recipient of the said incone
in accordance with Italian | aw. For purposes of applying the
Italian credit in relation to tax paid to the United States the
taxes referred to in paragraphs 2(a) and 3 of Article 2 (Taxes
Covered) shall be considered to be incone taxes.

4. \Where a United States citizen is a resident of Italy:

(a) with respect to itenms of incone that under the
provi sions of this Convention are exenpt fromUnited States
tax or that are subject to a reduced rate of United States
tax when derived by a resident of Italy who is not a United
States citizen, Italy shall allow as a credit agai nst
Italian tax an anmount not exceeding the tax that woul d be
due to the United States if the resident of Italy were not
a citizen of the United States;

(b) for purposes of conputing United States tax on
those itens of incone referred to in subparagraph (a), the
United States shall allow as a credit against United States
tax the incone tax paid to Italy after the credit referred
to in subparagraph (a); the credit so allowed shall not
reduce the portion of the United States tax that is credit-
abl e against the Italian tax in accordance w th subpara-
graph (a); and

(c) for the exclusive purpose of relieving double
taxation in the United States under subparagraph (b), itens
of income referred to in subparagraph (a) shall be deened
to arise in ltaly to the extent necessary to avoid double
taxation of such incone under subparagraph (b).
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5. In the case of an individual who is both a resident and
national of one Contracting State and is also a national of the
other Contracting State, the provisions of paragraph 2 of
Article 1 (Personal Scope) shall apply to renuneration described
in paragraph 1(b)(i) of Article 19 (Governnent Service), but
such remuneration shall be treated by the Contracting State
where the services in respect of the renuneration are rendered
as income fromsources within the other State.

ARTI CLE 24

Non-Di scri m nati on

1. Nationals of a Contracting State shall not be subjected
in the other State to any taxation or any requirenent connected
therewith, which is other or nore burdensone than the taxation
and connected requirenents to which nationals of that other
State in the sanme circunstances are or may be subjected. This
provi sion shall, notw thstanding the provisions of Article 1
(Personal Scope), also apply to persons who are not residents of
one or both of the Contracting States. However, for purposes of
United States taxation, United States citizens who are subject
to tax on a worldwi de basis are not in the same circunstances as
Italian nationals who are not residents of the United States.

2. The taxation on a permanent establishnent which an
enterprise of a Contracting State has in the other Contracting
State shall not be less favorably levied in that other State
than the taxation levied on enterprises of that other State
carrying on the sane activities. This provision shall not be
construed as obliging a Contracting State to grant to residents
of the other State any personal allowances, reliefs, and
reductions for taxation purposes on account of civil status or
famly responsibilities which it grants to its own residents.

3. Except where the provisions of paragraph 1 of Article 9
(Associ ated Enterprises), paragraph 7 of Article 11 (Interest),
or paragraph 7 of Article 12 (Royalties) apply, interest,
royalties, and all other disbursenments paid by an enterprise of
a Contracting State to a resident of the other Contracting State
shall, for the purpose of determning the taxable profits of
such enterprise, be deductible under the sane conditions as if
they had been paid to a resident of the first-nentioned State.
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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 shal
not be subjected in the first-nmentioned State to any taxation or
any requirenent connected therewith which is other or nore
burdensone than the taxation and connected requirenents to which
other simlar enterprises of the first-nentioned State are or
may be subj ect ed.

5. For purposes of this Article, notw thstanding the
provisions of Article 2 (Taxes Covered), this Convention shal
apply to taxes of every kind and description inposed by a
Contracting State or a political or adm nistrative subdivision
or local authority thereof.

ARTI CLE 25

Mut ual Agr 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 provided by the
donmestic |l aw of those States, present his case to the conpetent
authority of the Contracting State of which he is a resident or,
if his case conmes under paragraph 1 of Article 24 (Non-
Discrimnation), to that of the Contracting State of which he is
a national. The case nmust be presented within three years from
the 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 mutual agreement 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 inplenmented notwithstanding any tine limts in
the donestic law of the Contracting States.

3. The conpetent authorities of the Contracting States
shal | endeavor to resolve by nutual agreenent any difficulties
or doubts arising as to the interpretation or application of the
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Convention. 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 purpose of reaching
an agreenent in the sense of the precedi ng paragraphs. Wen it
seens advisable in order to reach agreenent to have an oral
exchange of opinions, such exchange nay take place through a
Comm ssion consisting of representatives of the conpetent
authorities of the Contracting States.

5. If an agreenent cannot be reached by the conpetent
authorities pursuant to the previous paragraphs of this Article,
the case may, if both conpetent authorities and the taxpayer
agree, be submtted for arbitration, provided that the taxpayer
agrees in witing to be bound by the decision of the arbitration
board. The conpetent authorities may release to the arbitration
board such information as is necessary for carrying out the
arbitration procedure. The award of the arbitration board shal
be bi nding on the taxpayer and on both States with regard to
that case. The procedures shall be finalized by the Contracting
States by neans of notes to be exchanged through diplomatic
channel s after consultation between the conpetent authorities.
The provisions of this paragraph shall not have effect until the
date specified in the exchange of di plomatic notes.

ARTI CLE 26

Exchange of |Information

1. The conpetent authorities of the Contracting States
shal | exchange such information as is necessary 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, and for the prevention of fraud or fiscal evasion.
The exchange of information is not restricted by Article 1
(Personal Scope). Any information received by a Contracting
State shall be treated as secret in the same manner as
i nformati on obtained under the domestic |aws of that State and
shal |l be disclosed only to persons or authorities (including
courts and adm nistrative bodies) involved in the assessnent or
collection of, the enforcenent or prosecution in respect of, or
the determ nation of appeals in relation to, the taxes covered
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by the Convention. Such persons or authorities shall use the
information only for such purposes. They may di scl ose the
information in public court proceedings or in judicial
deci si ons.

2. In no case shall the provisions of paragraph 1 be
construed so as to inpose on a Contracting State the obligation:

(a) to carry out admi nistrative neasures at vari ance
with the laws and adm nistrative practice of that or of the
ot her 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 State;

(c) to supply information which would disclose any
trade, business, industrial, comercial, or professional

secret or trade process, or information, the disclosure of
whi ch woul d be contrary to public policy (ordre public).

ARTI CLE 27

Di plomati c Agents and Consular Oficials

Not hing in this Convention shall affect the fisca
privileges of diplomatic agents or consular officials under the
general rules of international |aw or under the provisions of
speci al agreenents.

ARTI CLE 28

Entry into Force

1. This Convention shall be subject to ratification in
accordance with the applicable procedures of each Contracting
State and instrunents of ratification shall be exchanged as soon
as possi bl e.

2. The Convention shall enter into force upon the exchange
of instrunments of ratification and its provisions shall have
ef fect:
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(a) in respect of tax withheld at the source, for
anounts paid or credited on or after the first day of the
second nonth follow ng the date on which this Convention
enters into force,

(b) in respect of other taxes, for taxable periods
begi nning on or after the first day of January next
follow ng the date on which this Convention enters into
force.

3. Notwi thstandi ng paragraph 2, where a person who was
entitled to the benefits of the Convention for the Avoi dance of
Doubl e Taxation with Respect to Taxes on Inconme and the
Prevention of Fraud or Fiscal Evasion, signed at Rone April 17,
1984, and the Protocol clarifying and suppl enenting that
Convention, signed at Rome April 17, 1984 (collectively, the
“prior Convention") would have been entitled to any greater
relief fromtax under the prior Convention than under this
Convention, the prior Convention shall, at the el ection of such
person, continue to have effect inits entirety for a twelve-
month period fromthe date on which the provisions of this
Convention woul d ot herwi se have effect under paragraph 2.

4. The provisions of the prior Convention shall cease to
have effect when correspondi ng provisions of this Convention
take effect in accordance with paragraphs 2 and 3, and the prior
Convention shall termnate on the |last date on which it has
effect in accordance with the foregoing provisions of this
par agr aph.

ARTI CLE 29

Ter m nati on

This Convention shall remain in force until term nated by
one of the Contracting States. Either Contracting State may
termnate the Convention at any tinme after 5 years fromthe date
on which this Convention enters into force provided that at
| east 6 nonths' prior notice of term nation has been given
t hrough di pl omati c channels. In such event, the Convention shal
cease to have effect:

(a) in respect of tax withheld at the source, for
anounts paid or credited on or after the first day of
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January next follow ng the expiration of the 6 nonths
peri od;

(b) in respect of other taxes, for taxable periods
begi nning on or after the first day of January next
following the expiration of the 6 nonths' period.

I N WTNESS WHERECF, t he undersigned, being duly authorized
by their respective Governnents, have signed this Convention

DONE at Washington, in duplicate, in the English and
Italian | anguages, the two texts having equal authenticity, this
twenty-fifth day of August, 1999.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE
UNI TED STATES OF AMERI CA: | TALI AN REPUBLI C:



PROTOCCOL

The Governnent of the United States of America and the
Government of the Italian Republic, desiring to conclude a
Protocol clarifying and suppl ementing the Convention for the
Avoi dance of Doubl e Taxation with Respect to Taxes on |Incone and
the Prevention of Fraud or Fiscal Evasion (hereinafter referred
to as "the Convention") to be signed sinultaneously with the
signing of this Protocol, have agreed upon the follow ng
provi sions, which shall be an integral part of the Convention.

ARTI CLE 1

1. For purposes of paragraph 2(b) of Article 1 (Personal
Scope) of the Convention, the term"citizen" as applied to the
United States shall include a forner citizen or long-term
resi dent whose | oss of such status had as one of its principal
pur poses the avoi dance of tax, but only for a period of 10 years
foll ow ng such | oss.

2. The provisions of paragraph 2 of Article 1 (Personal
Scope) of the Convention shall not affect:

(a) the benefits conferred by a Contracting State
under paragraph 2 of Article 18 (Pensions, Etc.) of the
Convention to residents of the other Contracting State who
are nationals of that other State, even if they are al so
nationals of the first-nmentioned State;

(b) the benefits conferred by a Contracting State
under Article 4 of this Protocol.

3. For purposes of paragraph 2(a) of Article 2 (Taxes
Covered) of the Convention, the Convention shall apply to the
excise tax inposed by the United States on insurance prem unms
paid to foreign insurers only to the extent that the foreign
i nsurer does not reinsure such risks with a person not entitled
to exenption fromsuch tax under this or any other Convention
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4. For purposes of paragraph 1(i) of Article 3 (Ceneral
Definitions) of the Convention, the term"qualified governnental
entity" includes:

(a) in the case of the United States:
(1) the Federal Reserve Banks;
(1i1) the Export-Inport Bank; and

(1i1) the Overseas Private |nvestnent
Cor por ati on;

(b) in the case of Italy:
(i) La Banca d’Italia (the Central Bank);

(i) L'Istituto per il Comrercio con |’ Estero
(the Foreign Trade Institute); and

(tit) L' Istituto per |’ Assicurazione del Credito
al | " Esportazione (the Oficial Insurance Institute for
Export Credits);

and such financial institutions, the capital of which is wholly
owned by a Contracting State or any state or political or

adm ni strative subdivision or |local authority as nmay be agreed

fromtime to tinme between the conpetent authorities of both of

the Contracting States.

5. For purposes of paragraph 1 of Article 4 (Resident) of
t he Conventi on:

(a) A legal person organized under the laws of a
Contracting State and that is generally exenpt fromtax in
that State and is established and maintained in that State
ei t her:

(1) exclusively for a religious, charitable,
educational, scientific, or other simlar purpose; or

(ii) to provide pensions or other simlar
benefits to enpl oyees pursuant to a plan

is to be treated as a resident of that Contracting State,;
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(b) A qualified governnental entity is to be treated
as a resident of the Contracting State where it is
est abl i shed,;

(c) Italy shall treat a United States citizen or an
alien lawfully admtted for permanent residence (a "green
card" holder) as a resident of the United States only if
such person has a substantial presence, pernmanent hone, or
habi tual abode in the United States; and

(d) The provisions of subparagraph 1(b) of Article 4
(Resident) of the Convention shall apply to determ ne the
residence of an entity that is treated as fiscally
transparent under the laws of either Contracting State.

6. For purposes of paragraph 2 of Article 5 (Permanent
Est abl i shnent) of the Convention, a drilling rig or ship used
for the exploration or devel opnent of natural resources
constitutes a permanent establishment in a Contracting State
only if it remains in that State for nore than twel ve nonths.

7. For purposes of paragraph 1 of Article 8 (Shipping and
Air Transport) of the Convention, profits fromthe operation in
international traffic of ships or aircraft include:

(a) profits fromthe use, maintenance, or rental of
containers (including trailers, barges, and rel ated
equi pnent for the transport of containers) used for the
transport in international traffic of goods or nerchandi se;
and

(b) profits derived fromthe rental on a full basis of
ships or aircraft and profits derived fromthe rental on a
bar eboat basis of ships or aircraft, provided in the latter
case that such rental profits are incidental to other
profits fromthe operation of ships or aircraft in
international traffic.

8. For purposes of Article 8 (Shipping and Air Transport)
of the Convention, and notw thstandi ng any ot her provision of
the Convention, profits which a national of the United States
not resident in Italy or a United States corporation derives
from operating ships docunented or aircraft registered under the
|aws of the United States shall be exenpt fromtax in Italy.
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9. The provisions of Article 9 (Associated Enterprises) of
t he Convention shall not Iimt any provisions of the |aw of
either Contracting State which permt the distribution,
apportionnment, or allocation of incone, deductions, credits, or
al | omances between persons 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.

10. For purposes of paragraph 4 of Article 10 (Dividends),
paragraph 5 of Article 11 (Interest), paragraph 5 of Article 12
(Royal ties), and paragraph 2 of Article 22 (O her Incone) of the
Convention, it is agreed that the |ast sentence included therein
cannot be interpreted so that the principles included in
Articles 7 (Business Profits) and 14 (1 ndependent Personal
Services) of the Convention are not taken into consideration.

11. Notwi thstanding the provisions of paragraphs 1, 2, and
3 of Article 11 (Interest) of the Convention, interest that is
an excess inclusion with respect to a real estate nortgage
i nvestment conduit may be taxed by each State in accordance with
its own domestic |aw.

12. For purposes of paragraph 1 of Article 13 (Capital
Gai ns) of the Convention:

(a) the term"imovabl e property” in the case of the
United States, includes a United States real property
interest; and

(b) the term"imovable property” in the case of Italy
i ncl udes:

(1) imovabl e property referred to in Article 6
(I'nconme from I nmovabl e Property);

(1i) shares or conparable interests in a conpany
or other body of persons, the assets of which consi st
wholly or principally of real property situated in
Italy; and

(i) an interest in an estate of a deceased
i ndi vidual, the assets of which consist wholly or
principally of real property situated in Italy.
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(c) property described in subparagraph (a) of this
par agr aph shall be deened to be situated in the United
States and property described in subparagraph (b) of this
par agr aph shall be deened to be situated in Italy.

13. For purposes of paragraph 3 of Article 13 (Capital
Gai ns) of the Convention, gains derived by an enterprise of a
Contracting State fromthe alienation of ships or aircraft
operated by such enterprise in international traffic include:

(a) gains fromthe alienation of containers (including
trailers, barges, and related equi prment for the transport
of containers) used for the transport in international
traffic of goods or nerchandi se; and

(b) gains fromthe alienation of ships or aircraft
rented on a full basis or gains fromthe alienation of
ships or aircraft rented on a bareboat basis if, in the
|atter case, rental profits were incidental to other
profits fromthe operation of ships or aircraft in
international traffic.

14. Directors' fees and other simlar paynents derived by a
resident of a Contracting State which are described in Article
16 (Directors' Fees) of the Convention may be taxed in the other
Contracting State only to the extent that the fees and ot her
paynments are attributable to services perfornmed in such other
St at e.

15. Wth respect to paragraph 6 of Article 18 (Pensions,
Etc.), the term"pension plan" in the case of Italy shall nean
"fondi pensione."

16. Wth respect to Article 19 (CGovernnment Service) of the
Convention, it is understood that the conpetent authorities of
the Contracting States may by nutual agreenent apply the
provi sions of paragraphs 1 and 2 of Article 19 (Governnent
Service) to enployees of organizations that performfunctions of
a governnental nature.

17. Wth respect to Articles 20 (Professors and Teachers)
and 21 (Students and Trai nees) of the Convention, the term
"recogni zed educational institution" in the case of the United
States shall nmean an accredited educational institution. An
educational institution wll be considered to be accredited if
it is accredited by an authority that generally is responsible
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for accreditation of institutions in the particular field of
st udy.

18. Nothing in Article 24 (Non-Di scrimnation) of the
Convention shall be construed as preventing either Contracting
State frominposing a tax as described in paragraph 6 of Article
10 (D vidends) or paragraph 8 of Article 11 (Interest) of the
Conventi on.

19. Wth respect to paragraph 3 of Article 25 (Mt ual
Agreenment Procedure) of the Convention, the conpetent
authorities of the Contracting States may, in particular, agree
that the conditions for the application of paragraph 10 of
Article 10 (D vidends), paragraph 9 of Article 11 (Interest),
paragraph 8 of Article 12 (Royalties), or paragraph 3 of Article
22 (& her Incone) of the Convention are net.

20. For purposes of Article 26 (Exchange of Infornmation) of
t he Convention, the Convention shall apply to taxes of every
kind inmposed by a Contracting State. It is understood that
informati on may be disclosed to persons or authorities involved
in the oversight of the activities for which information may be
exchanged under Article 26 (Exchange of Information), and such
persons shall use the information only for such oversight
pur poses and shall be subject to the |imtations of Article 26
(Exchange of Information).

ARTI CLE 2
1. Aresident of a Contracting State shall be entitled to
benefits otherw se accorded to residents of a Contracting State
by the Convention only to the extent provided in this Article.

2. Avresident of a Contracting State shall be entitled to
all the benefits of the Convention if the resident is:

(a) an individual;
(b) a qualified governnental entity;
(c) a conpany, if:

(1) all the shares in the class or classes of
shares representing nore than 50 percent of the voting
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power and val ue of the conpany are regularly traded on
a recogni zed stock exchange, or

(i1i) at least 50 percent of each class of shares
in the conpany is owned directly or indirectly by five
or fewer conpanies entitled to benefits under cl ause
(1), provided that in the case of indirect ownership,
each internediate owner is a person entitled to
benefits of the Convention under this paragraph;

(d) described in subparagraph 5(a)(i) of Article 1 of
t his Protocol

(e) described in subparagraph 5(a)(ii) of Article 1 of
this Protocol, provided that nore than 50 percent of the
person's beneficiaries, menbers or participants are
individuals resident in either Contracting State; or

(f) a person other than an individual, if:

(1) On at least half the days of the taxable year
persons described in subparagraphs (a), (b), (c), (d)
or (e) own, directly or indirectly (through a chain of
ownership in which each person is entitled to benefits
of the Convention under this paragraph), at |east 50
percent of each class of shares or other beneficial
interests in the person, and

(i1i) less than 50 percent of the person's gross
income for the taxable year is paid or accrued,
directly or indirectly, to persons who are not
residents of either Contracting State (unless the
paynment is attributable to a permanent establi shnent
situated in either State), in the formof paynents
that are deductible for inconme tax purposes in the
person’s State of residence.

3. (a) A resident of a Contracting State not otherw se
entitled to benefits shall be entitled to the benefits of
this Convention with respect to an item of inconme derived
fromthe other State, if:

(1) the resident is engaged in the active conduct
of a trade or business in the first-nentioned Stat e,
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(1i) the income is connected with or incidental
to the trade or business, and

(tii1) the trade or business is substantial in
relation to the activity in the other State generating
t he i ncone.

(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 banking,
i nsurance or securities activity conducted by a bank,

i nsurance conpany or registered securities dealer.

(c) Wether a trade or business is substantial for
pur poses of this paragraph will be determ ned based on al
the facts and circunstances. |In any case, however, a trade
or business wll be deened substantial if, for the preced-

i ng taxable year, or for the average of the three preceding
t axabl e years, the asset value, the gross incone, and the
payrol |l expense that are related to the trade or business
inthe first-nentioned State equal at least 7.5 percent of
the resident's (and any related parties') proportionate
share of the asset value, gross incone and payroll expense,
respectively, that are related to the activity that
generated the inconme in the other State, and the average of
the three ratios exceeds 10 percent.

(d) Incone is derived in connection with a trade or
business if the activity in the other State generating the
income 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 not otherw se

entitled to benefits may be granted benefits of the Convention
if the conpetent authority of the State from which benefits are
cl aimed so determ nes.

5. For purposes of this Article the term "recogni zed stock

exchange" neans:

(a) the NASDAQ System owned by the National Associ a-
tion of Securities Dealers, Inc. and any stock exchange
registered with the U S. Securities and Exchange Conm ssion
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as a national securities exchange under the U S. Securities
Exchange Act of 1934;

(b) any stock exchange constituted and organi zed
according to Italian |laws; and

(c) any other stock exchanges agreed upon by the
conpetent authorities of both Contracting States.

ARTI CLE 3

1. The Convention shall not restrict in any manner any
excl usi on, exenption, deduction, credit, or other allowance now
or hereafter accorded:

(a) by the laws of either Contracting State, or

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

2. Notw thstanding the provisions of paragraph 1(b):

(a) the provisions of Article 25 (Miutual Agreenent
Procedure) of the Convention exclusively shall apply to any
di sput e concerning whether a nmeasure is within the scope of
t he Convention, and the procedures under the Convention
exclusively shall apply to that dispute; and

(b) unless the conpetent authorities determne that a
taxation nmeasure is not within the scope of this
Convention, the nondiscrimnation obligations of this
Convention exclusively shall apply with respect to that
nmeasure, except for such national treatnent or nost-
favored-nation obligations as may apply to trade in goods
under the Ceneral Agreenment on Tariffs and Trade. No
national treatnent or nost-favored-nation obligation under
any ot her agreenent shall apply with respect to that
measure.

(c) For the purpose of this paragraph, a "neasure" is
a law, regulation, rule, procedure, decision,
adm ni strative action, or any sim/lar provision or action.
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ARTI CLE 4

It is agreed that a United States citizen resident in Italy
who is a partner of a partnership that is a national of the
United States shall be entitled to a refundable credit against
that partner's individual incone tax (l'inposta sul reddito
del |l e persone fisiche) inposed by Italy for the taxable period
equal to the portion of the corporation inconme tax (l'inposta
sul reddito delle persone giuridiche) inposed by Italy for the
sanme period on the partnership that is attributable to that
partner's share of the partnership incone.

ARTI CLE 5

Taxes withheld at the source in a Contracting State at the
rates provided by donestic law will be refunded by request of
the taxpayer if the right to collect the said taxes is limted
by the provisions of the Convention. dains for refund, which
shall be made within the time limt fixed by the [ aw of the
Contracting State which is obliged to nake the refund, shall be
acconpani ed by an official certificate of the Contracting State
of which the taxpayer is a resident certifying the existence of
the conditions required for being entitled to the benefits
provi ded for by the Convention. This provision shall not be
construed to prevent the conpetent authority of each Contracting
State from establishing other nodes of application of the
benefits provided for by the Convention.

ARTI CLE 6

Each of the Contracting States may collect on behalf of the
ot her Contracting State such anpbunts as may be necessary to
ensure that relief granted by the Convention fromtaxation
i nposed by such other State does not enure to the benefit of
persons not entitled thereto. The precedi ng sentence shall not,
however, inpose upon either of the Contracting States the
obligation to carry out adm nistrative neasures which are of a
different nature fromthose used in the collection of its own
tax, or which would be contrary to its sovereignty, security, or
public policy.
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ARTI CLE 7

1. The appropriate authority of either Contracting State
may request consultations with the appropriate authority of the
other Contracting State to determ ne whet her anendnent to the
Convention is appropriate to respond to changes in the |aw or
policy of either Contracting State. |If these consultations
determ ne that the effect of the Convention or its application
have been unil aterally changed by reason of donestic |egislation
enacted by a Contracting State such that the bal ance of benefits
provi ded by the Convention has been significantly altered, the
authorities shall consult with each other with a view to
anendi ng the Convention to restore an appropri ate bal ance of
benefits.

2. Wthin three years after the entry into force of the
Convention, the conpetent authorities shall consult with respect
to the inplenentation of Article 25 (Mitual Agreenment Procedure)
and, taking into account experience with respect thereto,
determ ne whether any nodifications to Article 25 (Mt ual
Agreenent Procedure) woul d be appropriate and, also taking into
account experience with respect to arbitration of international
tax disputes, shall determ ne whether it is appropriate to
exchange the diplomatic notes referred to in paragraph 5 of
Article 25 (Miutual Agreenent Procedure), and if so the
provi si ons thereof.
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ARTI CLE 8

If any State or locality of the United States inposes tax
on profits of enterprises of Italy fromthe operation in
international traffic of ships or aircraft, Italy may inpose its
regional tax on productive activities (lI’inposta regionale sulle
attivita produttive) on such profits of enterprises of the
United States, notw thstanding the provisions of subparagraph
2(b)(iii) of Article 2 (Taxes Covered) and Article 8 (Shipping
and Air Transport) of the Convention.

I N WTNESS WHERECF, t he undersigned, being duly authorized
by their respective Governnents, have signed this Protocol

DONE at Washington, in duplicate, in the English and
Italian | anguages, the two texts having equal authenticity, this
twenty-fifth day of August, 1999.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE
UNI TED STATES OF AMERI CA: | TALI AN REPUBLI C:



