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establishment including executive and general administrative 
expenses so incurred, whether in the State in which the per
manent establishment is situated or elsewhere. However, no 
such deduction shall be allowed in respect of amounts, if any, 
paid (otherwise than towards reimbursement of actual ex
penses) by the permanent establishment to the head office 
of the enterprise or any of its other offices, by way of royal
ties, fees or other similar payments in return for the use of 
patents or other rights, or by way of commission, for specific 
services performed or for management, or, except in the case 
of a banking enterprise, by way of interest on moneys lent 
to the permanent establishment. Likewise, no account shall 
be taken, in the determination of the profits of a permanent 
establishment, for amounts charged, (otherwise than towards 
reimbursement of actual expenses), by the permanent estab
lishment to the head office of the enterprise or any of its 
other offices, by way of royalties, fees or other similar pay
ments in return for the use of patents or other rights, or by 
way of commission for specific services performed or for 
management, or, except in the case of a banking enterprise, 
by way of interest on moneys lent to the head office of the 
enterprise or any of its other offices.

4. If the information available to the competent authority is 
inadequate to determine the profits to be attributed to the 
permanent establishment of an enterprise, nothing in this 
Article shall affect the application of any law of that State 
relating to the determination of the tax liability of a person 
by the exercise of a discretion or the making of an estimate 
by the competent authority, provided that the law shall be 
applied, so far äs the information available to the competent 
authority permits, in accordance with the principle of this 
Article.

5. For the purpose of the preceding paragraphs, the profits 
to be attributed to the permanent establishment shall be 
determined by the same method year by year unless there is 
good and sufficient reason to the contrary.

6. Where profits include items of income which are dealt 
with separately in other Articles, then the provisions of those

/Articles shall not be affected by the provision of this Article.

Article 8

SHIPPING AND AIR TRANSPORT

Profits from the operation of ships or aircraft in inter
national traffic shall be taxable only in the Contracting State 
in which the place of effective management of the enterprise 
is situated. This shall also apply to profits from the parti- 

- cipation in a pool, a joint business or an international operat
ing agency.

Article 9 

ASSOCIATED ENTERPRISES
Where:
(a) an enterprise of a Contracting State participates di

rectly or indirectly in the management, control or 
capital of an enterprise of the other Contracting State, 
or

(b) the same persons participate directly or indirectly in 
the management, control or capital of an enterprise of 
a Contracting State and an enterprise of the other Con
tracting State,

and in either case conditions are made or imposed between 
the two enterprises in their commercial or financial rela
tions which differ from those which would be made between 
independent enterprises, then any profits which would, but 
for those conditions, have accrued to one of the enterprises, 
but, by reason of those conditions, have not so accrued, may 
be included in the profits of that enterprise and taxed ac
cordingly.'

Article 10 

DIVIDENDS

1. Dividends paid by a company 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 may also be taxed in the Con
tracting State of which the company paying the dividends 
is a resident and according to the laws of that State, but if 
the recipient is the beneficial owner of the dividends the tax 
so charged shall not exceed ten (10) per cent of the gross 
amount of the dividends if the beneficial owner is a com
pany which holds directly at least twenty five (25) per cent 
of the capital of the company paying the dividends. The 
provisions of this paragraph shall not affect the taxation of 
the company in respect of the profits out of which the divi
dends are paid.

3. The term “dividends” as used in this Article means income 
from shares or other rights, not being debt-claims, participat
ing in profits, as well as income from other corporate rights 
which is subjected to the same taxation treatment as income 
from shares by the laws of the Contracting State of which 
the company 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 
Contracting State, carries on business in the other Contract
ing State of which the company paying the dividends is a 
resident, through a permanent establishment situated therein, 
or performs in that other State independent personal services 
from a fixed base situated therein, and the holding in respect 
of which the dividends are paid is effectively connected with 
such permanent establishment or fixed base. In such case, 
the provisions of Article 7 or Article 14, as the case may be, 
shall apply.

5. Where a company which is a resident of a Contracting 
State derives profits or income from the other Contracting 
State, that other State may no impose any tax on the divi
dends paid by the company, except insofar as such divi
dends are paid to a resident of that other State or insofar as 
the holding in respect of which the dividends are paid is ef
fectively connected with a permanent establishment or a 
fixed base situated in that other State, nor subject the com
pany’s undistributed profits to a tax on the company’s un
distributed profits, even if the dividends paid or the un
distributed profits consist wholly or partly of profits or in
come arising in that other State.

6. Notwithstanding any other provisions of this Agreement 
where a company which is a resident of a Contracting State 
has a permanent establishment in the other Contracting State, 
the profits of the permanent establishment may be subjected 
to an additional tax in that other State in accordance with its 
law, but the additional tax so charged shall not exceed fif
teen (15) per cent of the amount of such profits after deduct
ing therefrom income tax and other taxes on income imposed 
thereon in that other State.

7. The provisions of paragraph 6 of this Article shall not 
affect the provisions contained in any production sharing con
tracts and contracts of work (or any other similar contracts) 
relating to oil and gas sector or other mining sector con
cluded on or before 31 December, 1983, by the Government of 
Indonesia, its instrumentality, its relevant state oil and gas 
company or any other entity thereof with a person who is a 
resident of the German Democratic Republic.

Article 11 

INTEREST

1. Interest arising in a Contracting State and paid to a 
resident of the other Contracting State may be taxed in that 
other State.


