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This research has an object to study anti-treaty shopping measures in Thailand. The
author compared anti-treaty shopping measures in foreign countries and in Thailand to
assess whether, at present, the laws in Thailand were sufficient to prevent such tax planning,

and in which directions should Thailaw develop to.

The author found that, in Thailand, there were few legal provisions regarding anti-
treaty shopping measures, wWhigh resulted in ineffective prevention of treaty shopping. This
was because, treaty shopping was not considered as a problem that should be resolved in
Thailand, as the Revenue Department in various occasion issued its rulings to accept and

favor such tax planning, in order to attract foreign investor to Thailand.

The author, however, propesed means to develop anti-ireaty shopping measure, in
case if Thai Government would like to change its view to prevent such tax planning. The
author was of the opinion that, the most appropriate measure in Thailand was to apply
provisions on Limited on Benefitin double taxation treaties with principles of fictitious
intention, concealed! act <and principal-agent from theCivil and Commercial Code.
Furthermore, the Revenue Department should provide a policy to forbid double taxation

treaty with'any territories which are hiarmful tatax competition:
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2. The Beneficial Ownership Test

[HaNANIUNDDUATYQUNFBLULIIE4OECD UATTBNBNANIS

1 A
A =

avlerantm 1udan10, 11 waz12 TUNL9aIAUNITAREATINTEIN (b NaNeaae panids

Ruiluus wazA@niaviiuldatednaudignianslunisldiunisan vieanidunisznni

TuilszmaunasRulaazgnaniaieaud raesnailszlasid (Beneficial  Owner) @9l

v a

aydyrymanil dngFudnsiss Taainuiiaselndassid¥mds[nu( Conduit  Company)

a o [ %

é’ dl dl Yo a a o = % dl 14
muLWﬂmim::”Lmuzmﬁﬂ@fzimu“lummm@mmm‘mmu@g EUEYN T V]Vlllﬂﬁ;lﬂ A

Zhe

X
AUUNN

See

anaazliansnlasuanslunisussminiseaiEninaydnoyi iilesann Wsdnsenany
1 1Y rdl Y A a ¥ o o | dl o/

TdldidnaasnadssTominuiasalutulfanuaunsnaia deluCommentary  aasaydn0N
L% o 1 % o Yo = dll % L
Funnuaanana Huuzinlddn Tunisfansanlugesans mnuiduwdnvesual sz lagd
(Beneficial Ownership) AzFf8NHNIINANIUANIUNITILNNALINNT89N3 I D RA YY1
winnzan  IeeluCommentarybainnsliuuanasiiaaianies luanuiNiaa9A19N
1 v 1
“Beneficial Owner” BailuieauauniatsndlisCommentaryiiniiulaldiunnsananand
pradadn@nsilsylaainueudniasiiaunmlaiu Welaunans fretnady faunu

dugunsnnanszndneiunatszlend uazgans
&1M5UAN9N “Beneficial  Ownership” ladldumniityai@nng

1 Y a 1 1 O dl a % 4 =®

nunngaginuiags wazlildAnnannnsnesunelalasnisdedanguananielulsznanes

a o a A udl -dl [ 2 o d” %
‘]J?ZZL‘Wﬂﬂ’]ﬂ‘ﬂ‘lé EUEUN LLaxmwmimﬂ?zmﬁwLzﬁu@mmﬂmmmmmmuimmﬂmguma

1
o

melulsznd d15UCommentary 78MOECD fieuAE 9N adn N30l N1@nslselaming

. L N 4 da v v oy
audryaunliasiasgnldlnayananas Adluaunanssnun inanaldlutdentindnediu el

U
o4
nu

=KX o a o ] 1 dl i// -dl | o g ! 1 A & G 9/dl
a1aazNnaieELBEndeihungnasnausionalunisiu uasdsinuRuiiduls g
8199z Weslaandmglssasdaainslasuansilss lominuandynn asiansanainauily

a a | dl a da( dl o yva a dl dl [ o a
AN AsEgRasnndgtuuuRi punasin i ldansmeanguaneninesdeeiy Juihuua

é’ 1 a a A a a ] dl @A a { Yo a a s
ABNLUE LREANANT M?@W@W?mqiu@ﬂLN‘WLNﬂﬂ@ﬂ’]ﬁ“W’Q’]’a‘m’]’)’]“lﬁiiﬁ?U@Wﬁﬂ?:ﬁiﬂ"ﬂumqﬂ



100

I a

aydunyvive ldiluarfiasiansunaindsidagaseninndngdunulunisingsnssa anng

= o v a ¥ 1 dy 1 ¥ oA Y Aa o ! 1 { Dd‘
U??LVI’]J‘]']?ZVI’]\?I]’]H@’]M?UL\‘i‘lﬂ@L‘Vi@’]u‘ﬂ:ﬁh\l ma‘grﬂm ‘mmmmﬂmmwwmmmzmww

aneRuls fuyaeahn blde Tuseuanemeseudtyninensdunisfiunidan

Tunelf)TRuAINImIN"T Beneficial  Ownership  avatflu

uniitynimda 10 4811 wazda12 ludruninaadesiusends Suiluna uazAdns Inaaziiu

o

dl ¥ ¥ a a 1 VYo 5" = a o d‘ v =
N’]mﬁ‘ﬂ’]ﬁ“l’llﬁﬁ]ﬁ‘qf‘ﬂ@ﬂuyl,ﬁLWE\‘]N"JLN‘LVJ’]N?‘LIN@ﬂﬁ‘ztﬁlﬁuLﬂuLWﬂ\TU?HWWﬂ@@NLLﬂ@\‘]L‘}.I’]N’] nia

| = 1A o ! 1 dl 1% Aa o o 1 IS4 dl Q.IA:IQI -dl 1 dl M v =
WlNeNUALT @911 Gﬁﬁﬂ’]‘]_l’a“]:WI@\‘m@”l’JﬁJL"’Q’]?J@Q‘V]Lﬂu%}lﬂﬂuﬂ‘ﬂ%iﬂﬂﬁxmﬂﬂhﬂ@ \unim

gevaudyudatssmaunassuliazsasuansliiiudninistlasiunisdeudyoyids

q

Qs zd o 1 & d‘ | a vadl A 1%
FUAUNDIUIAABD UL NN AL LL@%Lﬂuﬂqﬁ‘ﬂ’\ﬂiuVﬂ\‘]ﬂ{]Uﬁ]‘l’]ﬂﬁ‘:mﬂLL‘M@\‘IL\‘]MiﬂQﬁ

X

[

dl Q} 2 o = R 14 a a rdl Y a

wraanAn NN gadesnun1sigadnanisiduiazesansdscluminuiase o
% =3 a dl 1 % dl o a o A A o a A a a o a o = o

faiaasandntimdnuestaEmaennsneningaursadns nindaudslimeana luinves
o A ' a o o i = g A |dl v v G dl o 1 a o dl
fuesavszyinuddnadmnaaufluieawsonasizely adluilaqindadunasdednzdng
Ut luguAuINaNn9NT_L AnFunguuEivssudnelssima azgnivansaind iy
Usndedulsviseld uidndpgilszasduanaesiuaeivanisutlsylonianansdes Tumd

o A 9 Ay an s N =R, ' oy |~
RINDY EUEU’WIL“]'VHQ\‘W]LW]@?QLLNN@VHJ‘ FN @\‘]uu@\iW]uim@ﬂ’m“ﬁﬂmuqqﬂ"lﬁﬁﬂq?uﬂﬂblﬂL‘WH\‘]

dl o o A Y o dl & =3 o a 14
nanagan mm?m@ﬂh@u Q_,Iﬂo_ll’]LW’i’Jﬂ’]?L’Juﬂ’]ﬁ‘LﬂUﬂ’WﬂT’ﬂuIﬂElﬂﬂ]’ﬂU1ﬂ

3. N1ASN152U NYNASIAUNNARIAANITIAan LT
aydyyNansaunsiuMBday
ADLENITNN19TTWOECD AsznindnuniiyaAndeglu
o v W vl P o o cs y o = v @
aydrynyrfunuu i liinalunisfasilasiunisinniaaanldaydnyoyivenisdunisiiu
gy o o = v o o | - a P o o o | =
ndeu AmiuAgliiinsimuINInsnssneisAniNe T dantsiu o danans aqlu

Commentary12484&t)ey15UILLQECDT 1977 uuztindnigiiasanlunisineydaoiie

& 3 = 9 dl ° =2 dl Yo a a
ﬂ’??L’Juﬂ’]?LﬂUﬂ’]Hsﬁ@uﬂQ?VWzﬂ’]ﬂuﬂtﬂﬂL'ﬂW’]ZL’qu’QQﬂQ‘L‘l‘ﬂﬂ@‘ﬂ ﬂ’)?@ﬁiﬂ?ﬂ@'ﬂﬁmqﬂ



101

aydnynyn Wedoalunisszyiaudnues@nsilsyloainuiiase(The Beneficial Owner) Tagnng
THunneaaunnainiaie deldgnianlflunimnsnisanindnsdszlomi(Limitaion  on

Benefits)  @4lAgnuuzinlnOECD  Commentary  WAYAMEHLTMNYAINDIANIS

andszananf B9lFRnsUsegusaniuluil1987 lnagluuunnainuaianasumsnisvanil

Tignldlunane-lssmalunied§iim

NOEIUeInadIeaINInTN1sAAndnTsrlaad

v 1
(Limitation  on Benefits)ﬁuﬁm’Wmﬁ‘ﬁ%ﬁ@ﬂﬁ’%m%ﬂiximﬂmmw” niRyAAa

o y = a4 A~ o dy @ vma & A N
mﬂmfm:mmmmmzmmmmewmuﬂi:mﬁmm@mLﬂuamumg BIRATNNITONAE

a

fannnilaeasiuaziaedan Tupradudes vz lisunatssTamivastifiynna g

a

N1INANTUNLURUTZNLATEFAA LAY ﬂﬂ@mnmqnuﬂ@vmﬂwLﬂumﬂmm@u” 3Ty

q o

= | Ay o 4
TINMINNIFNT AN uAsie T
n. Direct or Look-Through approach

N’Wmﬁ‘ﬂ’]ﬁ‘ﬁl’mﬂﬁﬂﬂqiﬁ@&ﬁuﬂﬁ?ﬂ”’ﬂ?M’]ﬁ\‘]ﬂ’ﬁLﬂu

= o

o = o /P \
SORNIAN Wﬁ“ﬂﬂ’]?LﬂuEﬂVIi u@‘Wﬁﬂ?”Tﬂ‘ﬂiﬁmﬂmwm‘lﬁm%mmmumumm@mnmq LA

=

aynynandilszlaminuaudnyyisetsEninaavinnuismasnatalidnaeailugununag)

luFgiduntmendauiatuiug dsziAuiiiaulaiaslusisisngaesCommentaryly

%

AUATYUIRAULLLABIOECD NFITNIT Look-Through approach ?Z‘LqILWENLmeJ: 51&%@%1% q
dl o v ] [~3 o o dl
n1A mm’1mmmvimiumwﬁﬁi”‘imumuw s atelafinaudnuiuCommentary

[
KX A g

IF5unisfudselut1994 lalnasvysannedinunes uiglafguileniduniAreseydonn

|
1=l

anunegmifulifynnaluignipnietegnidy

eZe

nelFdesanle Commentary lutl1994 *

o dd‘ dl % a a o o dl :j/ %
2| TANTINIADUATHITONACDWANTATNDY fyﬁyﬂu g@uuuim”

&9

s
Wnreslnaginuneg)



102

oA

LHANAIUNTAUANFINAII119F UAL LI WI N

anmouziilunistlesiuinensesetiEndeenu(Conduit  Company) TaCommentary28s

o

OECD lfuuziindnfgynasgfiazlduinsnisfanananasiiagfesiiansniie anmsnisi

'
o a o yvaa

dl 2 d‘ a d‘ v o a 9/dl M Y G
NEUBANNLLU WWQﬂW@W?MWIML?@\‘]‘H@\‘]L@’]“ll‘ﬂ\‘] LL@%@’]MW@ﬂWﬁ‘U?M’]ﬁ‘IﬁﬂQ‘VIVLS\IVLQL‘ﬂuNNﬂu

u

o—

dl a o dq’ dl 4 3 o ! -ai
W@%Iuﬂﬁ‘ﬁﬂ‘ﬂﬁ ﬂ’]?‘W@’]?mq[5]’13J12i@ﬂﬂ’1‘3‘u@’13¢’1ﬁ‘ﬂ‘1l]@51@N@Iﬂ&lﬂ’]?ﬂ’]ﬁﬂ@@ﬂ?’]@’luﬂ

o

wnzianzaslunisiefulaadinuneg luigniaislaiguilanenusininaiaas il

a

AruaniiAnaclaiudnsdscloadninendyna etaglafauninsnisaenanaiunig

q 7

AansuiNeLAvaninusiuilsaadlaseaiianisd ey tazanaazlianunsotlesiunng
MaHunElasnsdenldeudmnamanisduniaiunisdaunlugiluuuStepping stone

company gnA38ENE U TN LN TNALNANNIAINITHAINTO N A N385 89ANI NN

q

a a

= P = oifc oAy va A A o yaal X ~
r"WTV]ZLUﬂuVImqﬂqﬂjiﬂﬁlﬂ?ﬂﬂ@Qﬂ@qgﬂﬂﬁutﬂﬂﬂﬂﬂﬂuwrﬂﬂuwLL‘V]@?Q ﬂ’]ﬂimﬂlﬁﬂq?ul’ u‘Iunl

¥
1%

wiazeargnanuinn lugtunuaewii@uae i35 Genandeaaeanifinaiafiazgnaslies

eZe

Lﬂumwimuﬁm%w WLEN

o

dl |dQI dl 1
nlidtune
Tnsaguaamanudannistiifunisiansndeifu
¥ all Y a aan dl dcal dl 1 a M yve a a
Wresiufiasaresiiyanadsdnunegluignindnaiaaz lilifuans lunisussininise
' =< = o 1 ' a ¥ « A o
whtyyrAenans aduiusaeszinnseaesduld nadssland vianls

[ % A

aminagniuidrvesizegnaruaninenss visauaINtlfyAAa

a

=2
(]
Lo
=
3)
o2
o]
o)
>
De
)
=)
=)
o2
o)
>

A aa zzdl 1 v QI dl o dl
untsirenansiiiunna Inayanadaslalddinune ﬂiuﬂ@VLVIﬂwLﬂuﬂﬂﬂiu@ ATITRIEN

)

o

a Y a o o = -ai o a
mﬂ%wa%‘mﬁmNCommentary1@Lﬂmiﬂﬂ’mmmuﬂ?zmﬂmmmumé EUTUTNACA R wla

Tunnsiasareudnianassnananduiunansnnsiinaadasiunsian s asgniesly

=

v A . &4
dEHnuneaTall umsnesligniaadn

[ 2 aa A dl
ﬂﬂﬁ‘LﬂuL@W‘Numuﬂﬂ@ V?ﬂgﬂﬂQUﬂNImﬂuﬂﬂﬁmimi
@ X A o o o ' Ap o= A A @ = o PR
Lﬂuwu‘ﬁquw LMN']ZTQNZQ']V?U@L} Eyﬁyqﬂ?ZLV]ﬂmq\iﬂ‘]V]iN LN M?@Lﬂﬂﬂ’]‘l&flu@ﬁﬁﬁlwmq

N1N7



103

9. Base-Erosion or Channel Approach
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4. Subject-To-Tax Approach
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SUMMARY
Tax Workshop 1985, Dusseldorf

Philosophy toward Treaty Shopping

No special | Abstinence | Exclusion | Subject-to- Look- Channel Bona
Philosophy approach approach tax through approach Fide
approach approach approach

Australia X X X Nu X nu X
Austria X X X X X nu nu
Belgium X X X X nu X nu
Canada X nu X X X nu nu
Cyprus X nu X Nu nu nu nu
Denmark X X X X X X X
Finland na na na Na na na na
France X X X X X X nu
Germany X X X X nu X nu
Italy X X nu Nu X X nu
Luxemburg X X X X nu nu nu
Netherlands X X X X X nu X
Norway X nu nu Nu nu nu nu
Singapore X X nu X nu X nu
Spain X X X X nu X nu
Sweden X X X X nu nu X
Switzerland X X nu X nu X X
UK X X X X X nu X
U.S.A. X X X Nu X X X
Used by..
Countries 18 15 14 13 9 9 7

X gnld

nu 1 éignld

na = llansld Inasenlfiinnaminniaiaanlday ”zyty']Lﬁ@m?ﬁuﬂ’mﬁumﬁ%@u%’
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Ms1ah 2
Tax Workshop 1985, Dusseldorf

Approaches to Direct Conduit Companies

Abstinence | Exclusion Subject- Look- Channel Bona | Domestic
Philosophy approach to-tax through approach Fide approach
approach approach approach

Australia X Nu nu nu nu X X
Austria X X X X nu nu X
Belgium X X X X X nu X
Canada X X X X nu X X
Cyprus X X nu nu X X nu
Denmark X X X X X X X
Finland na Na na na na na X
France X X X X X nu X
Germany X X X nu X nu nu
Italy X Nu nu X X nu nu
Luxemburg X Nu X nu nu nu X
Netherlands X X X X nu X X
Norway X Nu nu nu nu nu X
Singapore X X nu nu nu nu X
Spain X X X nu X nu X
Sweden X X X nu nu X nu
Switzerland X X nu nu X X X
UK X X X X nu X X
U.S.A. X X nu X X X X
Used by..
Countries 18 14 12 7 9 9 14
x =gl

nu = ladldgnld

na = lllddnisld Tneaenlidnismanisaenlday Fyryuiensdunafiunmadenls
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Tax Workshop 1985, Dusseldorf

ﬂ'\i’]\‘lﬁ 3
SUMMARY

Approaches to Direct Conduit Companies

115

No special | Abstinence | Exclusion | Subject-to-| Look- Channel Bona
Philosophy approach approach tax through | approach Fide
approach | approach approach

Australia X Nu nu nu nu nu X
Austria X Na na na na nu na
Belgium X Nu X nu X nu X
Canada X Na na na na nu na
Cyprus X Nu nu nu X nu nu
Denmark X Nu nu X X X X
Finland na Na na na na na na
France X Nu X nu X nu X
Germany X Nu X X X nu X
Italy X Nu X na X nu nu
Luxemburg X Na na nu na nu na
Netherlands X Nu nu nu nu nu X
Norway X Nu nu nu nu nu nu
Singapore X Nu nu nu nu nu X
Spain X Nu nu nu X nu X
Sweden X Nu nu nu nu nu nu
Switzerland X Nu X nu X nu X
UK X X X X nu X nu
U.S.A. X X nu X X X X
Used by..
Countries 18 3 6 4 9 3 10
x  =gnld

nu = ldgnld

na = llddnsld Tneaenlidnismanisaenlday Fyrguienisdunafiumadenls
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Tax Workshop 1985, Dusseldorf

Bilateral Relations

116

Quintet structure Same Country Holding Domestic tax law
Accepted accepted applicable

Australia Na na

Austria X X

Belgium Na X

Canada X X X
Cyprus X X

Denmark Na X

Finland Na na

France X X

Germany X X X
Italy Na X

Luxemburg X X

Netherlands Na X

Norway Na X

Singapore X X

Spain Na na Na
Sweden Na X X
Switzerland X X X
UK X X X
U.S.A. X X X
Used by..

Countries 18 3 6

X

na

SL ]
i A1 . X
= VLs\lst?ﬂﬂﬂﬂ{]Lﬂmmmmugmmuu
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SUMMARY
Tax Workshop 1985, Dusseldorf

Interposition of company : accepted or improper?

Not improper, unless special Interposition of company
Provision in treaty may be
challenged under domestic tax
law

Australia X X
Austria X X
Belgium X

Canada X

Cyprus X

Denmark X

Finland Na

France X X
Germany X X
Italy X

Luxemburg X

Netherlands X

Norway X

Singapore X

Spain X Na
Sweden X

Switzerland X X
UK X

U.S.A. X

Used by..

Countries 18 5

X =l

na = WENlE Tnasenliinminiaidenldeudnyyienisduniafiuniddanls
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Tax Workshop 1985, Dusseldorf

Criteria for assumption of improper use of a tax treaty

Control of Low taxation No treaty/no Absence of | Requalif of
company A of company B treaty economic income
Over company benefit in direct reasons
B relation A-C

Australia X X X X nu
Austria X X X X X
Belgium X X X X X
Canada X X X X nu
Cyprus na na na na na
Denmark nu X nu X nu
Finland na na na na na
France X X nu nu nu
Germany X X X X X
Italy nu nu nu nu nu
Luxemburg na na na na na
Netherlands X X nu X X
Norway X X X X X
Singapore X X X X X
Spain na na na na X
Sweden na na X X nu
Switzerland X nu X X X
UK X X X X nu
U.S.A.

Used by..

Countries 12 12 1" 10 8

X =q
nu = fSelinguna

na = ganlidnsinnsmenldeudtynieniaduniaiuniideuls
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Tax Workshop 1985, Dusseldorf

Philosophytoward Treaty Shopping

119

Company Company recog-
No treaty recognized, nized, but direct Special Allocati
Benefit But income relationship domestic rule legislat
requalified assumed applies

Australia X nu nu nu nu
Austria X X X nu nu
Belgium X X X nu nu
Canada X nu nu nu X
Cyprus na na na na nu
Denmark X nu nu nu nu
Finland na na na na nu
France X X nu nu X
Germany X X X X X
Italy nu nu nu nu nu
Luxemburg na na na na nu
Netherlands X X X X nu
Norway X nu X nu nu
Singapore X nu nu nu nu
Spain X ¢ nu nu nu
Sweden X nu X nu nu
Switzerland X X nu X nu
UK X X nu nu nu
US.A. X nu X nu X
Used by..

Countries 16 7 7 2 4
X =q

nu = felinaunag

na = ganliinisinnisidenldeudtyyiveniadunisiunisdeuls
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ARTICLE 18

Limitation on Benefits

1. person that is a resident of a Contracting State and derives income from the
other Contracting State shall be entitled, in that other Contracting State, to all the

benefits of this Convention only if such person is:

a) an individual;

b) a Contracting State or a political subdivision or local authority
thereof;

c) a person:
i) more than 50 percent of the beneficial interest in

which (or in the case of a company, more than 50
percent of the number of shares of each class of
shares) is owned, directly or indirectly, by persons
entitled to the benefits of this Convention under
subparagraphs (a), (b), (d), (e), or (f) or who are
citizens of the United States; and

ii) more than 50 percent of the gross income of which is
not used, directly or indirectly, to meet liabilities
(including liabilities for interest or royalties) to persons
not entitled to the benefits of this Convention under
subparagraphs (a), (b), (d), (e) or (f) or who are not
citizens of the United States;

d) a company in whose principal class of shares there is

substantial and regular trading on a recognized stock
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exchange;

e) a company that is wholly owned, directly or indirectly, by a
company referred to in subparagraph (d), provided that each
company in the chain of ownership that is used to satisfy the
control requirement of this subparagraph is a resident of a
Contracting State; or

f) an entity that is a not-for-profit organization and that, by virtue
of that status, is generally exempt from income taxation in its
Contracting State of residence, provided that more than half
of the beneficiaries, members or participants, if any, in such
organization are persons that are entitled, under this Article,

to the benefits of this Convention.

2. A person that is a resident of a Contracting State and that is engaged in the
active conduct of a trade or business in that Contracting State (other than the business
of making or managing investments, unless these activities are banking or insurance
activities carried on by a bank or insurance company), shall, notwithstanding the
provisions of paragraph 1, be entitled to benefits of the Convention with respect to any
item of income derived from the other Contracting State, if:
a) i the income derived from that other Contracting State is
derived in connection with the trade or business
carried'on in the-first-mentioned Contracting State;
and
i) the trade or business carried on in-the first-
mentioned Contracting State is substantial in relation
to the business or activity giving rise to the income in
the other Contracting State; or
b) the income derived from the other Contracting State is
incidental to the trade or business carried on in the first-

mentioned Contracting State.
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3 A resident of Thailand that is an "international banking facility" as that term is
defined under the laws of Thailand (or any other resident of Thailand that is subject to
the same taxation treatment under the laws of Thailand), shall not be entitled to any U.S.
benefits under this Convention with respect to any income that such facility receives

from the United States.

4. A person that is not entitled to the benefits of the Convention pursuant to the
provisions of the preceding paragraphs, may, nevertheless, be granted the benefits of
the Convention if the competent authority of the State in which the income in question

arises so determines.

5. For purposes of paragraph 1, the term "recognized stock exchange" means:

a) the NASDAQ System owned by the National Association of
Securities Dealers, Inc. and any stock exchange registered
with the Securities and Exchange Commission as a National
Securities Exchange for purposes of the Securities
Exchange Act of 1934;

b) any securities exchange recognized by the Securities and
Exchange Commission of Thailand; and

) any other stock exchange agreed upon by the competent

authorities of the Contracting States.

6. here under any provision of this Convention income arising in one of the
Contracting States is relieved in whole oriin part from tax:in that Contracting State and,
under the law in force in the other Contracting State, a person, in respect of the said
income, is subject to tax by reference to the amount of the income which is remitted to
or received in the other Contracting State and not by reference to the full amount of the
income, then the relief to be allowed under this Convention in the first-mentioned
Contracting State shall apply only to so much of the income as is remitted to or received
in the other Contracting State during the calendar year such income accrues or the next

succeeding year.



7. he competent authorities of the Contracting States shall exchange such

information as is necessary for carrying out the provisions of this Article.
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Thailand: 1996 Income Tax Convention

TEXT:

DEPARTMENT OF THE TREASURY TECHNICAL EXPLANATION OF THE CONVENTION
BETWEEN THE GOVERNMENT OF THE UNITED STATES OF AMERICA AND THE
GOVERNMENT OF THE KINGDOM OF THAILAND FOR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES
ON INCOME SIGNED AT BANGKOK ON NOVEMBER 26, 1996

ARTICLE 18

(Limitation on Benefits)

Purpose-of Limitation on Benefits Provisions

The United States views an income tax treaty as a vehicle for providing treaty benefits
to residents of the two Contracting States. This statement begs the question of who is to
be treated as a resident of a Contracting State for the purpose of being granted treaty
benefits. The Commentaries to the OECD Model authorize a tax authority to deny

benefits, under substance-over-form principles, to a nominee in one State deriving
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income from the other on behalf of a third-country resident. In addition, although the text
of the OECD Model does not contain express anti-abuse provisions, the Commentaries
to Article 1 contain an extensive discussion approving the use of such provisions in tax
treaties in order to limit the ability of third state residents to obtain treaty benefits. The
United States holds strongly to the view that tax treaties should include provisions that
specifically prevent misuse of treaties by residents of third countries. Consequently, all

recent U.S. income tax treaties contain comprehensive Limitation on Benefits provisions.

A treaty that provides treaty benefits to any resident of a Contracting State permits
"treaty shopping": the use, by residents of third states, of legal entities established in a
Contracting State with a principal purpose to obtain the benefits of a tax treaty between
the United States and the other Contracting State. It is important to note that this
definition of treaty shopping does not encompass every case in which a third state
resident establishes an entity in a U.S. treaty partner, and that entity enjoys treaty
benefits to which the third state resident would not itself be entitled. If the third country
resident had substantial reasons for establishing the structure that were unrelated to
obtaining treaty benefits, the structure would not fall within the definition of treaty

shopping set forth above.

Of course, the fundamental problem presented by this approach is that it is based on
the taxpayer's intent, which a tax administration is normally-ill-equipped to identify. In
order to avoid the necessity of making-this subjective determination, Article 18 sets forth
a series of objective tests. The assumption underlying each of these tests is that a
taxpayer that satisfies the requirements of-any of the tests probably has'a-real business
purpose for the structure it has adopted, or has a sufficiently strong nexus to Thailand
(e.g., a resident individual) to warrant benefits even in the absence of a business
connection, and that this business purpose or connection outweighs any purpose to

obtain the benefits of the Treaty.

For instance, the assumption underlying the active trade or business test under

paragraph 2 is that a third country resident that establishes a "substantial" operation in
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Thailand and that derives income from a similar activity in the United States would not
do so primarily to avail itself of the benefits of the Treaty; it is presumed in such a case
that the investor had a valid business purpose for investing in Thailand, and that the link
between that trade or business and the U.S. activity that generates the treaty- benefitted
income manifests a business purpose for placing the U.S. investments in the entity in
Thailand. It is considered unlikely that the investor would incur the expense of
establishing a substantial trade or business in Thailand simply to obtain the benefits of

the Convention. A similar rationale underlies the other tests in Article 18.

While these tests provide useful surrogates for identifying actual intent, these
mechanical tests cannot account for every case in which the taxpayer was not treaty
shopping. Accordingly, Article 18 also includes a provision (paragraph 4) authorizing
the competent authority of a Contracting State to grant benefits. While an analysis under
paragraph 4 may well differ from that under one of the other tests of Article 18, its
objective is the same: to identify investors whose residence in the other State can be

justified by factors other than a purpose to derive treaty benefits.

Article 18 and the anti-abuse provisions of domestic law complement each other, as
Article 18 effectively determines whether an entity has a sufficient nexus to the
Contracting State to be treated as a resident for treaty purposes, while domestic anti-
abuse provisions (e.g., business purpose, substance-over-form, step transaction or
conduit principles) determine whether. a particular transaction should be recast in
accordance with its substance. Thus, internal law principles of the source State may be
applied to identify the beneficial owner of an item of income, and Article-18 then will be
applied to the beneficial owner to _determine if that person is entitled to the benefits of

the Convention with respect to such income.

Structure of the Article

Article 18 follows the form used in other recent U.S. income tax treaties. The structure of

the Article is as follows: Paragraph 1 states the general rule that residents are entitled to
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benefits otherwise accorded to residents only to the extent provided in the Article and
lists a series of attributes of a resident of a Contracting State, the presence of any one of
which will entitle that person to all the benefits of the Convention. Paragraph 2 provides
that, with respect to a person not entitled to benefits under paragraph 1, benefits
nonetheless may be granted to that person with regard to certain types of income.
Paragraph 3 states that a resident of Thailand that is an "international banking facility",
as defined under Thai law, is not entitled to U.S. benefits under the Convention with
respect to income received from the United States. Paragraph 4 provides that benefits
also may be granted if the competent authority of the State from which benefits are
claimed determines that it is appropriate to provide benefits in that case. Paragraph 5
defines the term "recognized stock exchange" as used in paragraph 1(d). Paragraph 6
limits the relief allowed under the Convention for remittance taxes. Paragraph 7 provides
that the competent authorities will exchange information necessary to carry out the

provisions of the Article.

Paragraph 1

Paragraph 1 provides that a resident of a Contracting State deriving income from the
other Contracting State will be entitled in that other Contracting State to all benefits of
the Convention only if such person is described in paragraph 1. Some provisions of the
Convention do not require that a person be a resident in order to enjoy the benefits of
those provisions. These include ‘paragraph 1 of Article-25 (Non-Discrimination), Article
27 (Mutual Agreement Procedure), and Article 29 (Diplomatic Agents and Consular
Officers). It is to be understood that Article 22 does-not limit the availability of the

benefits of these provisions.

Paragraph 1 has six subparagraphs, each of which describes a category of residents

that are entitled to all benefits of the Convention.

Individuals -- Subparagraph 1(a)
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Subparagraph (a) provides that individual residents of a Contracting State will be
entitled to all treaty benefits. If such an individual receives income as a nominee on
behalf of a third-country resident, benefits may be denied under the respective articles
of the Convention by the requirement that the beneficial owner of the income be a

resident of a Contracting State.

Governmental Entities -- Subparagraph 1(b)

Subparagraph (b) provides that a Contracting State or a political subdivision or local
authority thereof, which are all treated as residents under Article 4 (Residence), will be

entitled to all benefits of the Convention.

Ownership/Base Erosion -- Subparagraph 1(c)

Subparagraph 1(c) provides a two part test, the so-called ownership and base erosion
test. This test applies to any form of legal entity that is a resident of a Contracting State.
Both prongs of the test must be satisfied for the resident to be entitled to benefits under

subparagraph 1(c).

The ownership prong of the test, under clause i), requires that more than 50 percent of
the beneficial interest in the person (in the case of a corporation, more than 50 percent
of the number of shares of each class of its shares) be owned by persons who are
themselves entitled to benefits under the other tests of paragraph 1 (i.e., subparagraphs
a), b), d), e) or f)) or who are citizens -of the United States. The ownership may be
indirect, although it is to be understood that the indirect ownership must be through

persons that are themselves entitled to benefits under paragraph 1 or are U.S. citizens.

Trusts may be entitled to benefits under this provision if they are treated as residents
under Article 4 (Residence) and they otherwise satisfy the requirements of this
subparagraph. For purposes of this subparagraph, the beneficial interests in a trust will

be considered to be owned by its beneficiaries in proportion to each beneficiary's
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actuarial interest in the trust. The interest of a remainder beneficiary will be equal to 100
percent less the aggregate percentages held by income beneficiaries. A beneficiary's
interest in a trust will not be considered to be owned by a person entitled to benefits
under the other provisions of paragraph 1 or who is a U.S. citizen if it is not possible to
determine the beneficiary's actuarial interest. Consequently, if it is not possible to
determine the actuarial interest of any beneficiaries in a trust, the ownership test under
clause i) cannot be satisfied, unless all beneficiaries are persons entitled to benefits

under the other subparagraphs of paragraph 1 or are U.S. citizens.

The base erosion prong of the test under subparagraph 1(c) requires that more than 50
percent of the person's gross income not be used, directly or indirectly, to meet
liabilities, including liabilities for interest or royalties, to persons not entitled to the
benefits under the other tests of paragraph 1 (i.e., subparagraphs a), b), d), e) or f)) or

who not are citizens of the United States.

The term "gross income" is not defined in the Convention. Thus, in accordance with
paragraph 2 of Article 3 (General Definitions), in determining whether a person deriving
income from United States sources is entitled to the benefits of the Convention, the
United States will ascribe the meaning to the term that it has in the United States. In

such cases, "gross income" will be defined as gross receipts less cost of goods sold.

Publicly-Traded Corporations == Subparagraph 1(d)

Subparagraphs (d) and (e) of paragraph 1 apply to-two categories of corporations:
publicly-traded corporations and subsidiaries of publicly-traded corparations. Clause (i)
of subparagraph 1(d) provides that a company will be entitled to all the benefits of the
Convention if there is substantial and regular trading in the company's principal class of
shares on a "recognized stock exchange" located in either State. The term "recognized

stock exchange" is defined in paragraph 5.
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If a company has only one class of shares, it is only necessary to consider whether the
shares of that class are regularly traded on a recognized stock exchange. If the
company has more than one class of shares, it is necessary as an initial matter to
determine the principal class of shares. The term "principal class of shares" is to be
interpreted as the class of shares that represents the majority of the voting power and
value of the company. When no single class of shares represents the majority of the
voting power and value of the company, the "principal class of shares" is generally those
classes that in the aggregate possess more than 50 percent of the voting power and
value of the company. The term "shares" shall include depository receipts thereof or trust
certificates thereof. In determining voting power, any shares or class of shares that are
authorized but not issued shall not be counted; and, in mutual agreement between the
competent authorities, appropriate weight shall be given to any restrictions or limitations
on voting rights of, or entitlement to disproportionately higher participation in, issued

shares.

The term "substantial and regular trading" is not defined in the Convention. In
accordance with paragraph 2 of Article 3 (General Definitions), the term will be defined
by reference to the domestic tax laws of the State from which treaty benefits are sought,
generally the source State. In the case of the United States, this term is to be understood
to have the meaning given "regularly traded" in Treas. Reg. section 1.884-5(d)(4)(i)(B),
relating to the branch tax provisions of the Code. Under these regulations, a class of
shares is considered to be "regularly traded" if two requirements are met: trades in the
class of shares are made in more than de minimis quantities on at least 60 days during
the taxable year, and the aggregate number of shares-in the class traded during the
year is atleast 10 percent of the average number of shares outstanding during the year.
Sections 1.884-5(d)(4)(i)(A), (i) and (iii) will not be taken into account for purposes of

defining the term "substantial and regular trading" under the Convention.

The substantial and regular trading requirement can be met by trading on any
recognized exchange or exchanges located in either State. Trading on one or more

recognized stock exchanges may be aggregated for purposes of this requirement.
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Thus, a U.S. company could satisfy the substantial and regular trading requirement
through trading, in whole or in part, on a recognized stock exchange located in

Thailand. Authorized but unissued shares are not considered for purposes of this test.

Subsidiaries of Publicly-Traded Corporations -- Subparagraph 1(e)

Subparagraph 1(e) provides a test under which certain companies that are directly or
indirectly wholly owned by companies satisfying the publicly-traded test of
subparagraph 1(d) may be entitled to the benefits of the Convention. Under this test, a
company will be entitled to the benefits of the Convention if the company is wholly

owned by a company described in subparagraph 1(d).

Subparagraph 1(e) permits indirect ownership. Consequently, the ownership by a
publicly-traded company described in subparagraph (d) need not be direct. However,
each intermediate owner in the chain of ownership must be a resident of a Contracting

State.

Tax Exempt Organizations -- Subparagraph 1(f)

Subparagraph 1(f) provides that certain not-for-profit organizations will be entitled to all
the benefits of the Convention. These entities are entities that by virtue of their not-for-
profit status generally are exempt from tax in their Contracting State of residence, as
long as more than half of the bengficiaries, members or participants, if any, in such
organization are persons entitled under this Article to the-benefits of the Convention. For
purposes-of this provision; the term "beneficiaries" should be understood to refer to the

persons receiving benefits from the organization.

It is intended that all of the provisions of paragraph 1 will be self executing. Unlike the
provisions of paragraph 4, discussed below, claiming benefits under paragraph 1 does

not require advance competent authority ruling or approval. The tax authorities may, of
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course, on review, determine that the taxpayer has improperly interpreted the paragraph

and is not entitled to the benefits claimed.

Paragraph 2

Paragraph 2 sets forth two tests under which a resident of a Contracting State that is not
generally entitled to benefits of the Convention under paragraph 1 may receive treaty
benefits with respect to certain items of income that are connected with or incidental to

an active trade or business conducted in its State of residence.

Subparagraph 2(a) sets forth a two-pronged test that if satisfied entitles a resident of a
Contracting State to the benefits of the Convention with respect to a particular item of
income. First, the income must be derived from the other State and must be derived in
connection with an active trade or business in which the resident engages in its State of
residence. Second, the trade or business must be substantial in relation to the business

or activity in the other State giving rise to the item of income.

Subparagraph 2(b) provides a second test. A resident of a Contracting State shall be
entitled to the benefits of the Convention with respect to a particular item of income if the
income is derived from the other Contracting State and is incidental to an active trade or

business in which the resident engages in its State of residence.

The determinations required for each test are made separately for each item of income
derived from the other State. It therefore is possible that.a person would-be entitled to
the benefits of the Convention with.respect to one item of income but not with respect to
another. If a resident of a Contracting State is entitled to treaty benefits with respect to a
particular item of income under paragraph 2, the resident is entitled to all benefits of the
Convention insofar as they affect the taxation of that item of income in the other State.
Set forth below is a more detailed discussion of the two disjunctive tests under

paragraph 2.
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Trade or Business -- Subparagraphs 2(a) and (b)

The term "trade or business" is not defined in the Convention. Pursuant to paragraph 2
of Article 3 (General Definitions), when determining whether a resident of the other State
is entitled to the benefits of the Convention under paragraph 2 with respect to income
derived from U.S. sources, the United States will ascribe to this term the meaning that it
has under the law of the United States. Accordingly, the United States competent
authority will refer to the regulations issued under section 367(a) for the definition of the
term "trade or business." In general, therefore, a trade or business will be considered to
be a specific unified group of activities that constitute or could constitute an
independent economic enterprise carried on for profit. Furthermore, a corporation
generally will be considered to carry on a trade or business only if the officers and
employees of the corporation conduct substantial managerial and operational activities.

See, Code section 367(a)(3) and the regulations thereunder.

Notwithstanding this general definition of trade or business, paragraph 2 provides that
the business of making or managing investments, when part of banking or insurance
activities conducted by a bank or insurance company, will be considered to be a trade
or business. Conversely, such activities conducted by a person other than a bank or
insurance company will not be considered to be the conduct of an active trade or
business, nor would they be considered to be the conduct of an active trade or business
if conducted by a banking or insurance company but not as part of the company's

banking or insurance business.

Because a headquarters operation .is in. the business of managing investments, a
company that functions solely as a headquarter company will not be considered to be

engaged in an active trade or business for purposes of paragraph 2.

Derived in Connection With Requirement of Subparagraph 2(a) Test -- Subparagraph
2(a)(i)
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It is to be understood that income is derived in connection with a trade or business if
the income-producing activity in the other State is a line of business that forms a part of
or is complementary to the trade or business conducted in the State of residence by the
income recipient. Although no definition of the terms "forms a part of" or "complementary"
is set forth in the Convention, it is intended that a business activity generally will be
considered to "form a part of 'a business activity conducted in the other State if the two
activities involve the design, manufacture or sale of the same products or type of
products, or the provision of similar services. In order for two activities to be considered
to be "complementary," the activities need not relate to the same types of products or
services, but they should be part of the same overall industry and be related in the
sense that the success or failure of one activity will tend to result in success or failure for
the other. In cases in which more than one trade or business is conducted in the other
State and only one of the trades or businesses forms a part of or is complementary to a
trade or business conducted in the State of residence, it is necessary to identify the
trade or business to which an item of income is attributable. Royalties generally will be
considered to be derived in connection with the trade or business to which the
underlying intangible property is attributable. Dividends will be deemed to be derived
first out of earnings and profits of the treaty-benefited trade or business, and then out of
other earnings and profits. Interest income may be allocated under any reasonable
method consistently applied. A method that conforms to U.S. principles for expense
allocation will be considered a reasonable method. The following examples illustrate the

application of this understanding.

EXAMPLE 1. USCo is a corporation resident in the United States. USCo is engaged in
an active-manufacturing business in the United States. USCo owns 100 percent of the
shares of ThaiCo, a corporation resident in Thailand. ThaiCo distributes USCo products
in Thailand. Since the business activities conducted by the two corporations involve the
same products, ThaiCo's distribution business is considered to form a part of USCo's

manufacturing business for purposes of subparagraph 2(a)(i).



186

EXAMPLE 2. The facts are the same as in Example 1, except that USCo does not
manufacture. Rather, USCo operates a large research and development facility in the
United States that licenses intellectual property to affiliates worldwide, including ThaiCo.
ThaiCo and other USCo affiliates then manufacture and market the USCo-designed
products in their respective markets. Since the activities conducted by ThaiCo and
USCo involve the same product lines, these activities are considered to form a part of

the same trade or business,

EXAMPLE 3. Americair is a corporation resident in the United States that operates an
international airline. ThaiSub is a wholly- owned subsidiary of Americair resident in
Thailand. ThaiSub operates a chain of hotels in Thailand that are located near airports
served by Americair flights. Americair frequently sells tour packages that include air
travel to Thailand and lodging at ThaiSub-hotels. Although both companies are engaged
in the active conduct of a trade or business, the businesses of operating a chain of
hotels and operating an airline are distinct trades or businesses. Therefore ThaiSub's
business does not form a part of Americair's business. However, ThaiSub's business is
considered to be complementary to Americair's business because they are part of the
same overall industry (travel) and the links between their operations tend to make them

interdependent.

EXAMPLE 4. The facts are the same as in Example 3, except that ThaiSub owns an
office building in Thailand instead of .a hotel chain. No.part of Americair's business is
conducted through the office building. ThaiSub's business is not considered to form a
part of or to be complementary to Americair's business. They are engaged in distinct
trades or businesses in separate. industries, and there is no economic dependence

between the two operations.

EXAMPLE 5. USFlower is a corporation resident in the United States. USFlower
produces and sells flowers in the United States and other countries. USFlower owns all
the shares of ThaiHolding, a corporation resident in Thailand. ThaiHolding is a holding

company that is not engaged in a trade or business. ThaiHolding owns all the shares of
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three corporations that are resident in Thailand: ThaiFlower, ThaiLawn, and ThaiFish.
ThaiFlower distributes USFlower flowers under the USFlower trademark in Thailand.
ThaiLawn markets a line of lawn care products in Thailand under the USFlower
trademark. In addition to being sold under the same trademark, ThaiLawn and
ThaiFlower products are sold in the same stores and sales of each company's products
tend to generate increased sales of the other's products. ThaiFish imports fish from the
United States and distributes it to fish wholesalers in Thailand. For purposes of
paragraph 2, the business of ThaiFlower forms a part of the business of USFlower, the
business of ThaiLawn is complementary to the business of USFlower, and the business

of ThaiFish is neither part of nor complementary to that of USFlower.

Substantiality Requirement of Subparagraph 2(a) Test -- Subparagraph 2(a)(ii)

As indicated above, subparagraph 2(a)(ii) provides that income that a resident of a
State derives from the other State will be entitled to the benefits of the Convention under
paragraph 2(a) only if the income is derived in connection with a trade or business
conducted in the recipient's State of residence and that trade or business is "substantial"
in relation to the income-producing activity in the other State. It is to be understood that
whether the trade or business of the income recipient is substantial will be determined
based on all the facts and circumstances. These circumstances generally would include

the relative scale of the activities conducted in the two States and the relative

contributions made to the conduct of the trade or businesses in the two States.

Incidental Requirement of Subparagraph 2(b) Test -- Subparagraph 2(b)

A resident'in one of the States also will be entitled to the benefits of the Convention with
respect to an item of income if the income is derived from the other State and if the

income is "incidental" to the trade or business conducted in the recipient's State of
residence. The term "incidental" is not defined in the Convention, but it is to be
understood that income derived from a State will be incidental to a trade or business

conducted in the other State if the production of such income facilitates the conduct of
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the trade or business in the other State. An example of incidental income is the

temporary investment of working capital derived from a trade or business.

Paragraph 3

Paragraph 3 provides that a Thai resident that is an "international banking facility" under
the laws of Thailand or that is subject to the same taxation treatment under the laws of
Thailand as an international banking facility shall not be entitles to any U.S. benefits
under the Convention with respect to any income such resident receives from the United

States.

Paragraph 4

Paragraph 4 provides that a person that is not entitled to the benefits of the Convention
pursuant to paragraphs 1, 2 and 3 of this Article may be granted benefits under the
Convention if the competent authority of the State in which the income in question arises
so determines. This discretionary provision is included in recognition of the fact that,
with the increasing scope and diversity of international economic relations, there may be
cases where significant participation by third country residents in an enterprise of a
Contracting State is warranted by sound business practice or long-standing business
structures and does not necessarily indicate a motive of attempting to derive unintended

Convention benefits.

The competent authority of a State will base a determination under this paragraph on
whether the establishment, acquisition, or maintenance of the person seeking benefits
under the Convention, or the conduct of such person's operations, has or had as one of
its principal purposes the obtaining of benefits under the Convention. Thus, persons that
establish operations in one of the States with the principal purpose of obtaining the

benefits of the Convention ordinarily will not be granted relief under paragraph 4.
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The competent authority may determine to grant all benefits of the Convention, or it may
determine to grant only certain benefits. For instance, it may determine to grant benefits
only with respect to a particular item of income in a manner similar to paragraph 2.

Further, the competent authority may set time limits on the duration of any relief granted.

It is assumed that, for purposes of implementing paragraph 4, a taxpayer will not be
required to wait until the tax authorities of one of the States have determined that
benefits are denied before he will be permitted to seek a determination under this
paragraph. In these circumstances, it is also expected that if the competent authority
determines that benefits are to be allowed, they will be allowed retroactively to the time
of entry into force of the relevant treaty provision or the establishment of the structure in

question, whichever is later.

Paragraph 5

Paragraph 5 provides that the term "recognized stock exchange" means (i) the
NASDAQ System owned by the National Association of Securities Dealers, and any
stock exchange registered with the Securities and Exchange Commission as a national
securities exchange for purposes of the Securities Exchange Act of 1934; (i) any
securities exchange recognized by the Securities and Exchange Commission of
Thailand; and (iii) any stock exchange agreed upon by the competent authorities of the

Contracting States.

Paragraph 6

Paragraph'6 provides that if income arising in one of the Contracting States is relieved
in whole or in part from tax in that Contracting State under any provision of this
Convention and a person is subject to tax in respect of the such income under the law in
force in the other Contracting State by reference to the amount of the income which is
remitted to or received in that other Contracting State (as opposed to being subject to

tax by reference to the full amount of the income), then the relief to be allowed under the
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Convention in the Contracting State in which the income arises shall apply only to so
much of the income as is remitted to or received in the other Contracting State during

the calendar year such income accrues or the next succeeding year.

Paragraph 7

Paragraph 7 provides that the competent authorities of the Contracting States shall

exchange such information as is necessary for carrying out the provisions of this Article.
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ARTICLE 29
EXCLUSION OF CERTAIN COMPANIES

This Convention shall apply neither to holding companies (societes
holding) within the meaning of special Luxembourg laws, currently the Act (loi) of
31 July 1929 and the Decree (arrete grand- ducal) of 17 December 1938 nor to
companies subject to a similar fiscal law in
Luxembourg. Neither shall it apply to income derived from such companies by a
resident of Thailand nor to shares or other rights in such companies owned by such a

person.
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ARTICLE 22
LIMITATION OF RELIEF

Where this Convention provides (with or without other conditions) that income
from sources in a Contracting State shall be exempt from tax, or taxed at a reduced rate
in that Contracting State and under the laws in force in the other Contracting State the
said income is subject to tax by reference to the amount thereof which is remitted to or
received in that other Contracting State and not by reference to the full amount thereof,
then the exemption or reduction of tax to be allowed under this Convention in the first-
mentioned Contracting State shall apply to so much of the income as is remitted to or

received in that other Contracting State.
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