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IN THE NAME OF ALLAH

AGREEMENT

BETWEEN
THE GOVERNMENT OF
THE ISLAMIC REPUBLJC OF IRAN
AND
THE GOVERNMENT QF HUNGARY
FOR THE AVOIDANCE OF DOUBLE TAXATION

AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO

TAXES ON INCOME AND ON CAPITAL

odas AR P




The Governmen! of the 1siamic Repubiic of Iran
and
the Government of Hungary

Desiring 1o conclude an Agreement for the avoidance of double
taxation and the prevention of fiscal evasion with respect to laxes on
income and on capital

Have apreed ax follows:
Article §

PERSONS COVERED

both of the Contracting States.
Article 2
TAXES COVERED

imposed on behall of a Contracting Siate or of its local authorities,
irrespective of the manner in which they are lavied.

2. There shall be regarded as taxes on income and on capital ell taxes
imposed on total income, on total capital, or on elements of income or
of capital, including taxes on gains from the alienation of movable or
immovable property, taxes on the total amounts of wages or salaries
paid by enterprises, as well as taxes on capita! appreciation.

i

The exisung taxes w which the Agresment shall apply are in
particuiar:

2) in the case of the Islamic Republic of Iren:
(i) income taxes:
- Real Estate Income Tax;

- Tex on Income from Agriculure;

) RIS J..Z'Sa

This Agreement shall apply to persons whe are residents of one or

{. This Apreement shall apply to taxes on income and on capital |




w

4,

- Tax on Salary Income:

- Tax on Unincorporated Individual Business Income;
- Tax on the Profits of Legal Persons; and
- Tax on Incidental lncome;
{ii) capital tax.
b) in ihe case of Hungary:
(1) income taxes:
- Personal Income Tax; and
- Corporate Tax;
{ii} capital taxes:
- Land Parcel Tax; and
- Building Tax.

The Agreement shall apply also to any identical or substantiaily
similar taxes thet are imposed after the date of signature of the
Agreement in addition to, or in place of, the existing taxes. The
competent autharities of the Contracting Staies shall notify each other
of any significant changes that have been made in then respective

taxation iaws,
Article 3
GENERAL DEFINITIONS
. For the purposes of this Apreement, unless the coniexi otherwiss
requires:

a) the term “the Islamic Republic of Iran™ means the territory under
the sovereignty and/or purisdiction of the Tslamic Republic of Iran:

b} the term “"Hungary” means the territory of Hungary es defined by

its laws in accordance with international law;

O\ PIRCIC 385




o rzrs pRrwrLTT TV TR TR Y

¢} the rerms “a Conwacting State” and “the other Comracing State”
mean the Islamic Republic of Iran or Hungary, as the coniext
requires;

d) the term “company” means any body corporaie or any entity that is
treated as a body corporate for tax purposes;

e) the term “person” includes an individual. a company and any other
body of persons,

f) the term “enterprise” applies to the carrving on of any business:

g) the terms “enterprise of a Contracting State” and “enterprise of the
other Contracting State” mean 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;

h) the term “international traific” means any transpont by 2 ship,
aircraft or road and railway vehicle operaied by an enterpsise of a
Contracting State, except when the ship, aircraft or road and
railway vehicle is operated solely between places in the other
Contracting State;

i) the termn *competent authority” means:

(i)in case of the Islamic Republic of Iran, the Minister of
Feonomic Affsirs and Finance (MEATF) or his authorized
representative;

(i) in case of Hungary, the Minister respousibie for ax policy or
his authorised representaiive:

j) the terms “national”, in relation to a Contracting State, means:

(iYany individual possessing the nationality of that Contracting
State; and

(it) any legal person, partnership, association or other entity
deriving its status as such from the laws in force in thal
Contracting State;
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k) the term “business’ inciudes the periormence of orofsssional
seyvices and of other activities of an independent character carried

on by any person.

As repards the appiication of the Agreeruent at any time by a

Contracting State, any term nol defined therein shall, unless the
context atherwise requires, have the myeaning that it has at that time
under the law of that State for the purposes of the taxes to which the
Agreement applies, any meaning under the applicable tax laws of that
State prevailing over a meaning given 1o the term under other laws of
that State,

Articie 4
RESIDENT

For the purposes of this Agreement, the term “resident of a
Contracting State” means any person who, under the jaws of that

State, is liable to tax therein by reason of his domicite. residence, |

place of incorporation, piace of management ot any other criterion of
a similar nature, and also includes that Swe or any local authorily

(hereof. This ierm, however, does not include any person who 18 |

liable 10 tax in that State in respect only of income from sources in
that State or capital situated therein.

. Where by reason of the provisions of paragraph 1 an individual sz

cesident of both Contracting Siates, then his status shali be determined
as follows:

a) he shall be deemed w0 be a resident only of the State in which he
has & permanent home availabie (o hiny; if he has a permanent

home available 1o him in both States, he shall be deemed to be a |

resident only of the State with which his personal and economic
relations are closer (centie of vital interests);

b) if the State in which he bas his centre of vital interests cannot be
determined, or if he has not & permanent home availabie 1o him in
either State, e shall be deemed to be a resident only of the State in
which he has an habitual abode;
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¢} if he has an habiral abode in both States or in neither o7 them, he
shall be deemed to be @ resident only of the Swate of which he is &
national:

d)if he is 5 national of neither of the States, andfor if under the
previous paragraphs, he may not be deemed to be a resident of one
of the Contraciing States, then (he competent authorites of the
Contracting States shall selile the question by mutual agreement.

. Where by reason of the provisions of paragraph I a person other than
an individual is a resident of both Contracting States, then it shall be
deemed to be a resident only of the Stale in which its place of
effective management is situaled. If the State of residence of the
person cannot be determined as such, then the competent authorities
of the Contracting States shall seitle the question by mutual
agreement. In the absence of such agreement, such person shall not be
entitled to any relief or exemption from tax provided by this

Agreement except to the extent and in such manner as may be agreed |

upan by the competent authorities of the Contracting States.

Article §
PERMANENT ESTABLISHMENT

For the purposes of this Agreement, the term “penmanent
establishment” means a fixed place of business through which the
business of an enterprise is wholly or partly carried on.

. The term “permanent establishment” inciudes especially:
a) a place of management,
b} & branch;
¢) anofficg;
d) a factory,

e) a workshop; and

\'.'J}J C.".:.#J.z's.;
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£ 2 mine, an of} or gas well, a quarry or apy other place of
exploration, extraction or expicitauon of nawral resources.

_The term “permanent establishment” alsc encompasses 4 building

site, a construction, assembly or insteliation project or supervisory
activities in connection therewith, bui oniy if it lasts maove than 6
months.

. Notwithstanding the preceding provisions of this Article, the term
“permanent establishment” shail be desmed not o include:

a) the use of facilities solely for the purpose of storage or display of
goods or merchandise belonging to the enterprise;

b) the maintenance of a stock of goods or merchandise belonging 1o
the enterprise solely for the purpese of storage or display;

¢) (he maintenance of a stock of goods oy merchandise belonging to
the enterprise solely for the purpose of processing by another
enterprise;

d) the maintenance of a fixed place of business solely for the purpase
of purchasing goods or merchandise or of collectng information,
for the enterprise;

¢) the maintenance of a fixed place of business solely for the purpose
of carrying on, for the enterprise, any other activity of a preparatory
or auxiliary character;

) the maintenance of a fixed place of business solely for any
combination of activities mentioned in subparagraphs (2} to (e},
provided that the overall activity of the fixed place of business
resulting from this combination is of 2 preparetory or auxiliary
character.

. Notwithstanding the provisions of paragraphs 1 and 2, where a person
- other then an agent of an independem status to whom paragraph 6
applies - 15 acting on behzif of an enterprise and has, and habjtuaily
exercises, 1p 2 Conwracting State an authoerity to conciude contracts in
the name of the enferprise, that enterprise shall be deenmied 10 have a
permanent establishiment in that State o respect of any activities
which that person underiakes for the enterprise, unless the activities
of such person are limited to those mentioned in paragraph 4 which, 7
exercised through a fixed place of business. would not make this
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(3]

fixed place of business ¢ permanent eswablishmen! under the
movisions of that paragraph,

. An enterprise shall not be deemed 1o have & permanent establishment

in a Contracting Siate merely because {1 carries on business in that
State through a broker, general commission agenl or any other agent
of an independent status, provided that such persons are acting in the
ordinary course of their business. However, when the activities of
such an agent are devoted wholly oy almost wholly on behalf of that
enterprise, and conditions are made or imposed between that
enferprise and the agent in their commercial and financial relations
which differ from those which would have been made between
independent enterprises, he will not be considered an agent of an
independent status within the meaning of this paragraph.

. The fact that a company which is a resident of a Contracting State

controls or ts controlled by a company which is a resident of the other
Contracting State, or which carries on business in that other State
(whether through a penmanent establishment or otherwise), shall not
of itself constitute either company a permanent establishment of the
other.

Article 6
INCOME FROM IMMOVABLE PROPERTY

Income derived by a resident of a Contracting State from immovable
propesty {including income from agriculture or foresiry) situated in
the other Contracting State may be taxed in that other State.

- The term “immovabie property” shall have the meaning which it has

under the law of the Contracting State in which the property in
question is situated. The term shall in any case include property
accessary 1o immovable property, livestock and equipment used in
agriculture and forestry, rights to which the provisjons of general law
respecting landed property apply, usufruct of inunovable property and
rights to variable or fixed payments as consideration for the working
of, or the right to work, mineral deposits. souices snd other natural
resources including oil and gas; ships, boats and aircraft shall not be
regarded gs immovable property.

. The provisions of paragraph 1 shall apply to income derived from the

direct use, fetling or use in any other form of immovable property.
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4. The provisions of paragraphs 1 anc 3 shal! aise apply 1o the income
from inunovable property of an emerprise,

Article 7
BUSINESS PROFITS

1. Profits of an enterprise of @ Contracting State shall be taxabie only in
thal State unless the enterprise carries on businzss in the other
Contracting State through a permanent establishment situaied therein.
If the enterprise carries on business as aforesaid. the profits that are
attributable {0 the permanent eswablishment in accordance with the
provisions of paragraph 2 may be taxed in that other Siate.

2. For the purpases of this Article and Article 22, the profits that are
aitributable in each Contracting State to the permanent esiablishment
referred 10 in paragraph 1 are the profits it mi ghi be expected to make,
in particular in its dealings with other parts of the enterprise, if it were
a separate and independent enterprise engaged in the same or similar
activities under the same or similar conditions. taking into accoun{ the
functions performed, assets used and risks assumed by the enterprise
through the permanent establishment and through the other parts of
the enterprise.

3. Where, in accordance with paragraph 2, a Contracting Staie adjusis
the profits that are attributable 1w a permanent establishment of an
enterprise of one of the Contracting States and taxes accordingly
profits of the enterprise that have been charged to tax jn the other
State, the other State shall, to the extent necessary 1o eliminate double
taxation on these profits, make an appropriate adjustment to the
amount of the tax charged on those profits if it agrees with the
adjustment wade by the first-mentioned State. The aforesaid
corresponding  adjustment shall be subject to the time limits
provisioned in the domestic law of each Contracting State. In
deterinining such adjusument, the compeient authorities of the
Contracting Siates shall if necessary consult each other.

4. Where profits include jteins of income which are dealt with separately
in other Articles of this Agreement, then the provisions of those
Articles shall not be affected by the provisions of this Anicle,
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Article §
INTERNATIONAL TRAFFIC

1. Profits of an enterprise of a Contracting Stare from the operation of
ships, aircrafi or road and railway vehicles in interpational traffic
shatl be taxable only in that State,

. The provisions of paragraph 1 shall also apply to profits from the
pasticipation in & pool, a joint business or an international operating
agency, but only 10 so much of the profits so derived as is attributable
te the participant in proportion 1o its share in the joint operatior.

Articie 9
ASSOCIATED ENTERPRISES
1. Where

a) an emerprise of a Conuacting Swuale perticipates directly or
indirectly in the management. control or capital of an enterprise of
the other Contracting Siate, or

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

and in either case conditions are made or knposed batween the two
enterprises in their commercial or financial relations 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
50 accrued, may be included in the profits of that enterprise and taxed {
accordingly,

(o]

- Where a Contracting State includes in the profits of an emerprise of
that State - and taxes accordingly- profits on which an enterprise of
the other Contracting State has been charged to tax in that other State
and the profits so included are profits which would have accrued to
the enterprise of the first-mentioned State if the conditions made
between the two enterprises had been those which would have been
made between independent enterprises, then thut other State shall
meke an appropriate adijustment to the amount of the tax charged
therein on those profits if it agrees with the adjustment made by the
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firsi-mentioned State, The albresaid appropriate adjusumen: shall be
subject 1o the time limits provisioned in the domestic law of each
Contracting State. In determining such adjustument, due regard shal)
be had 1o the other provisions of this Agreement and the competent
authorities of the Contracting States shall if necessary consuli each
other,

Article 10
DIVIDENDS

- Dividends paid by a company which is a resident of a Contraciing

State, to a resident of the other Contracting State, being the beneficial
owner of the dividends, shali be taxable only in that other Siate.

The term “dividends™ as used in this Article means income from
shares, “jouissance” shares or “jouissence” rights, mining shares,
founders™ shares or other rights, not being debt-claims, participating
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 State of which the company making the distribution is a
resident.

- The provisions of paragraph 1 shall ot apply if the beneficia: owner

of the dividends, being a resident of a Contracting State, carties on
business in the other Contracting State of which the company paying
the dividends is a resident thraugh & permanent esiablishment sitvated
therein and the holding in respect of which the dividends are paid is
effectively connected with such permanenmt establishment. In such
case the provisions of Article 7 shall apply.

. Where a company which is a resident of g Contracting State derives

profits or income from the other Conuacting State, that other Siate
may not impose any tax on the dividends paid by the company, except
insofar as such dividends are paid 1o a resident of tha other State or
insofar as the holding in respect of which the dividends are paid Is
effectively connected with a permanent establishiment situated in that
other State, nor subjec! the company's undistributed profits 1 2 tax
on the company’s undistributed profits, even if the dividends paid or
the undisiributed profits consist wholiy or partly of profits or income
zrising in such other State,
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Article 11
INTEREST

. Interest arising in & Contracting State and paic 1o & resident of the

other Conuacting State may be taxed in thar other State.

- However, such inierest may also be texed in the Contracting State in

which itarises and according to the laws of that State, but if the
beneficial owner of the interest is a resident of the other Corwacting
State, the tax so charged shall not exceed 5 per cent of the gross
amount of the interest,

. The term “interest” as used in this Article means incorme from debt-

claims of every kind, whether or not secured by morigage and
whether or not cawying a right to participate in the debtor’s profits,
and in particular, income from government securities and income
from bonds or debentures, including premiums and prizes attaching to
such securities, bonds or debentures, but does not include income
dealt with in Article 10. Penalty charges for late payment shall not be
regarded as interest for the purpose of this Article.

- Notwithstanding the provisions of paragraph 2, interest arising in 2

Contracting State and paid to 2 resident of the other Contracting State
who is the beneficial owner thereof shall be taxable only in that other
State if such interest is paid:

@) in connection with the sale on credit of any merchandise or
equipment;

b) on any loan or credit of whatever kind granted by a bank;

¢) to the Government of the other Coutracting State, including any
political subdivision or Jocal authority thereof, the Centra) Bank or
any financial institution owned or controlled by that Government;

d}10 & vesidenit of the other State in connection with any loan or ¢redit
guaranteed by the Government of the other State, including any
political subdivision or local authority thereof, the Central Bank or
any financial institution owned or controlled by that Govemnment.

- The provisions of parapraphs 1 and 2 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 imterest arises
through a permarnent establistinen situated therein and the debt-claim
in respect of whichi the interest is paid i effectively connected with
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such permanen: establishmant. In such case the provisions of Artice
7 shall apply.

-Interest shall be deemed to arise in 2 Contracting State when the paver

is 8 resident of that State. Where, however, the person paying the
interest, whether he is s resident of « Contracting State or not, has in a
Contracting State a permanent establishment in connection with
which the indebiedness on which the interest is paid was incurred,
and such interest is borne by such permanent establishment, then such
interest shall be deemed to arise in the State in which the permanent
establishmers is situated.

. Where, by reason of a special relationship between the paver and the

beneficial owner or hetween both of them and some other person, the
amount of the interesy, having regard to the debi-claim for which it is
paid, exceeds the amount which would 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 lasi-mentioned
amount. In such case, the excess part of the payments shall remain
taxable according to the laws of each Contracting State, duc regard
eing had to the other provisions of this Agrecment,

Article 12

ROYALTIES

- Royaltes arising in a Contracting State and pajd to a resident of the

other Contracting State may be taxed in that other State.

- However, such royalties may alse be taxed in the Contracling State in

which they arise, and according to the laws of that State, but if the
veneficial owner of the royalties is a resident of the other Contracting
State, the tax so charged shall not exceed 3 per cent of the gross
amount of the royaliies.

- The term “royalties” as used in this Ariicle means paymenls of any

kind received as a considerstion for the use of, or the right to use, any
copyright  of literary, artistic  or scientific work, including
cinematograph films, any patent, trade mark, design or mode], plan,
secret formula or process, or for information concerning industrial,
commercial or scientific experience,
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4. The provisions of paragraphs ) and 2 shall not apply if the benzficial
aowner of the royalties, being a residsnt of a Contracting Stare, carries
on business in the other Contracting State in which the royahies arise
through a permanent establishment situated therein and the right or
property in respect of which the royalties are paid is effectively
connected with such permanent establishment. In such case the
provisions of Atticle 7 shall apply.

5. Royalties shail be deemed to arise in & Contracting State when the
paysr is a resident of that State. Where, however, the person paying
the royalties, whether he is a resident of a Contracting Siate or not,
has in a Contracting State a permanent establishment in connection
with which the liability to pay the royahies was incurred, and such
royalties are bome by such perimanent establishment, then such
royalties shall be deemed to arise in the State in which the permanent
establishment is situated.

6. Where, by reason of a special relationship between the payer and the
beneficial owner or between both of them and some other person, the
amount of the royalties, having regard to the use, right or information
for which they are puid, exceeds the amount which would have been
agreed upon by the payer and the beneficial owner in the abseace of
such relationship, the provisions of this Article shall apply only 10 the
last-mentioned amount. In such case, the excess part of the payments
shall remain taxable secording 1o the laws of each Contracting State.
due regard being had to the other provisions of this Agreement.

Article 13
CAPITAL GAIKS

1. Gains derived by a resident of a Contracting State from the alienation
of immovable property referred 1o in Articie 6 and situated in ‘he
other Contracting State may be taxed in that other State.

3

- Gains from the alienation of movible property forming part of the
business property of a permanent estzblishment which en enterprise
of a Contracting State has in the other Contraciing State, including
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such gains from the alienation of such & permanem estadlishmen:
(alone or with the whole enierprise), may be fuxed in that ather State.

Gains derived by ap enterprise of a Contraciing State from the
alienation of ships, aircraft or road and railway vehicles operated in |
international affic or movable property periaining to the operation of |
such ships, airerafi or road and railway vehicles shall be 1axable only

in that State.

1. Gains derived by a resident of a Contract; ng State from the alienation
of shares or ather compareble carporate rights deriving more than 50
per cent of their value directly or indirectly from immovable property
situated in the other Contracting State may be taxed in that other
State,

- Gains from the alienation of any property, other than that referred 10
In paragraphs I, 2, 3 and 4, shall be taxabie only in the Contracting
State of which the alienator is a resident,

Articie 14
INCOME FROM EMPLOYMENT

- Subject 0 the provisions of Articles 15, 17, 18 and paragraph 2 of
Article 19, salaries, wages and other similar remuneration derived by
aresident of g Contracting State in respect of an employment shal] be
taxable only in that State uniess the employment is exercised i die
other Contracting State. if the emplovinent is so exercised, such
remuneration as is derived therefrom may be taxed in that other Siate,

. wai!hstanding the provisions of paragraph |, remuneration derived
by 2 resident of a Contraciing State ip respect of an employmeant
exercised in the other Centraziing State shall be taxable oniy in the
first-mentioned State if

a) the recipient is present 1o the other State for u period or periods not
exceeding in the aggregate 153 days in any twelve month peried

commencing or ending in the fisza) year concerned, and

b} the remuneration is paid by, or on behail of, an emplover who s
not aresident of the other State, and
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¢} tne remuneration is hot botne by & permanent establishment which
the emplover has in the other State.

3. Nowwithsianding the preceding provisions of this  Article,

remuneration derived in respect of an employment exercised aboard & |
ship, aircraft or road and railway vehicies operated in international {
traffic operated by an enterprise of 2 Contracting State, may be axed
in that State,

Articie 15
DIRECTORS’ FEES

Directors’ fees and other similar payments derived by a resident of a
Contracting State in his capacity as & member of the Board of
Directors of a company which is a resident of the other Contracting
State may be taxed in that other State,

Article 16
ARTISTES AND SPORTSPERSONS

. Notwithstanding the provisions of Articles 7 and 14, income derived
by a resident of a Contracting State as an entertainer, such as a
theatre, motion picture, radio or television artiste, or a2 musician, or as
a sportsperson, from his personal activities as such exercised in the
other Contracting Stete, may be taxed in that other State.

Where income in respect of personal activities exercised by an
enteitainer or a sporisperson in his capacity as such acorues not to the
entertainer or sportsperson himself but to another persan, that income
may, notwithstanding the provisions of Articles 7 and 14, be taxed in
the Contracting State in which the activities of the entertainer or
sportsperson are exercised,

3. Notwithstanding the provisions of paregraphs ! and 2 of this Article,

incone derived by a resident of & Contracting State from his activities
48 an entertainer or sportsperson performed in the other Contracting
Stae shall be taxabdle only in the first-mentioned Stale, provided that
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such activities are supported wholly out of public funds or performec
within the framework of cultural or sport agreements concluded
between the Contracting Stales.

Article 17
PENSIONS

Pensions and other similar remuneration arising in & Contracting State
and paid w a resident of the other Contracting State in congideration
of past employment shall be taxable only in the first-mentioned State.

Article I8
GOVERNMENT SERVICE

a) Salaries, wages and other similar remuneration paid by a
Contracting State or a local authority thereof 1o an individual In
respect of services rendered 1o that State or authority shall be
taxzble only in that State.

b) However, such salaries, wages and other similar remuneration shall
be taxable only in the other Contracting State if the services are
rendered in that Staie and the individual is a resident of that State
who:

{i} is a national of that State; or

(ii) did not become & resident of that State solely for the purpase of
rendering the services.

2. The provisions of Articles 14, 15 and 16 shali apply w salaries,
wages, and other similar remuneration in respect of services rendered
in conncction with a business carried on by & Contracting State or a
lacal authority thereof.
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Article 19
STUDENTS, TEACHERS AND PROFESSORS

. Payments which a studen:, apprentice or business trainec who is or
Y

was immediately before visiting a Contraciing State a resident of the
other Contracting Srate and who is present in the first-mentioned
State solely for the purpose of his education or training receives for
the purpose of his maintenance, education or training shalt not be
taxed in the first-mentioned Staie. provided that such payments arise
from sources outside that State.

. Likewise, remuneration received by 2 teacher or g professor whe

visits a Contracting State for a period not exceeding two years as of

the date he first visits that Contracting State and who is or was |

immediately before that visit a resident of the other Contracting State
and who is present in the first-mentioned State solely for the purpose
of teaching or engaging in scientific research at a university. college
or other recognised research insifate or other esiablishments for
higher education in that Contracting State shall be exempted from tax
in that State, provided that the sources of such payments are in the
other Contracting State.

This paragraph shall not apply 1o rermuneration and income from
research if such research is undertaken for enterprises with business
purposes.

Article 20

OTHER INCOME

- Ttems of income of a resident of 2 Contracting State, wherever arising,

not dealt with in the foregoing Articles of this Agreemeni shall be
taxable only in that State,

- The provisions of paragraph 1 shall not apply W income, other than

income from immavable propeity as defined in paragraph 2 of Article
6, if the recipient of such income, being a resident of a Contracling
State, carries on business in the other Contracting State through e
permanent establishment situated thercin and the right or property in
respect of which the income is paid is effectively connected with such
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permanem establishment. In such case the provisions of Article 7
shall apply.

Article 21

CAPITAL

- Capital represented by immovable property referred to in Ariicie 6,

owned by a resident of 8 Contracting State and situated in the other
Contracting State, may be taxed in that other State,

. Capital represented by movable property forming part of the business

property of a permanent esiablishment which an enterprise of a
Contracting State has in the other Contracting State may be wxed in
that other Siate.

- Capita] represented by ships, aircrak or road and railway vehicles

operated by an enterprise of a Confracting State in international
traffic, and by movable property pertaining to the operation of such
ships, aircraft or road and railway vehicles, shell be taxable only in
that State.

- Al other elements of capital of a resident of a Contracting State shall }

be taxeble only in that State.

Article 22

ELIMINATION OF DOUBLE TAXATION

- In the Islamic Republic-of Iran, double taxation shall be eliminated as

follows:

Where a resident of the Islamic Republic of Iran derives income or
owns capital which. In accordance with the provisions of this
Agreement, may be taxed in Hungary, the Islamic Republic of Iran
shali allow as a deduction from the 1ax on ibe income or capital of
that resident, an amount equal 1o the income or capital tax paid in
Hungary. Such deduction in either case shall not, however, exceed
that part of the tax as computed before the deduction is given, which
is attributable, as the case may be, to that income or capital,

- In Hungary, double 1axation shall be eliminated as follows:
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(e) Where a resident of Hungary derives income or owns capital
which. in accordance with the provisions of this Agreement mey be
taxed in the lslamic Republic of lran, and it is effectively taxed
there. Hungary shall, subject to the provisions of subparagraph (b} |
and paragraph 3, exempt such income or capital from tax.

(b) Where a resident of Hungary derives jlems of income which, in
accordance with the provisions of Articles 7, 11 and 12 may be
waxed in the Isiamic Republic of Iran, Hungary shall allow as a
deduction from the tax on the income of that resident an amount
equal to the tax paid in the Islamic Republic of lran. Such
deduction shall not, however, exceed that part of the tax, as
computed before the deduction is given which is attribuiable to
such items of income derived from the Islamic Republic of Iran.

(c) The provisions of subparagraph (a) shall not apply to income
derived or capital owned by a resident of Hungary where the |
Islamic Republic of lran applies the provisions of this Agreement |
to exempl such income or capital from tax or applies the provisions
of paragraph 2 of Articles 1] and 12 1o such income.

. Where in accordance with any provision of the Agreemnent income

derived or capital owned by a resident of a Contracling State is
exempt from tax in that State, such State may nevertheless, in
calculating the amount of wx on the remaining income or capital of
such resident, take into account the exempted income or capital.

Article 23

NON-DISCRIMINATION

. Natjonals of a Contracting State sha!l not be subjected in the other

Contracting State 1o any taxation or any requirement conpected
therewith, which 1s other ot more burdensome than the taxation and
connected requirements to which nationals of that other State in the
same circumstances, in particular with respect to residence, are or
may be subjected. This provision shall, notwithstanding the
provisions of Article 1, also apply to persons who ate not residents of
one or both of the Contracting States.

. The taxation on a permanent establishment which an enterprise of a

Contracting State has in the other Coniracting State shall not be less
favourably levied in that other Stale than the taxation levied on
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enterprises of that other State carrving on the same aciviiies. Thie
provision shall not be construed as obliging a Contracting Stae 10
grant to residents of the other Conuacting State any personal
allowances, reliefs and reductions for taxation purposes on account of
civi] status or family responsibiiities which it grants 10 ite own
residents.

. Except where the provisions of paragraph 1 of Anticle 9, paragraph 7
of Article 11, or paragraph 6 of Article 12, apply, interest. royalties
and other disbursements paid by an enterprise of a Contracting State
1o 4 resident of the other Contracting State shall, for the purpose of
determining the taxable profits of such enterprise, bz deductible under
the same conditions as if they had been paid to a resident of the first-
mentioned State. Similarly, any debts of an ecnterprise of &
Conltracting State to 2 resident of the other Contracting State shall, for
the purpose of determining the taxable capital of such enterprise. be
deductible under the same conditions as if they had been contracted to
a resident of the first-mentionad State,

wd

4. Enterprises of a Contracting $tate, the capital of which is wholly or
partly owned or controlled, directly or indirectly, by one or more
residents of the other Contracting State, shall not be subjected in the
first-mentioned State to any taxation or any reguirement connected
therewith which is other or more burdensome than the taxation and
connected requirenients to which other similar enterprises of the first-
mentioned State are or may be subjected.

5. The provisions of this Article shall, notwithsiending the provisions of
Anticie 2, apply to 1axes of every kind and description,

Article 24
MUTUAL AGREEMENT PROCEDURE

|. Where a person considers that the actions of one or both of the
Contracting States result or will result for him in taxation not in
accordance with the provisions of this Agreement, he may,
irrespective of the remedies provided by the domestic law of those
States, present his case to the competent authority of the Contracting
State of which he is a resident or, if his case comes undey puragraph |
of Arnticle 23, to that of the Conwacting State of which he is a
national. The case must be presented within three vears from the first
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notification: of the action resulting it taxation not ir: accordance with
the provisions of the Agreement.

The competent authority shall endeavour, if the objection appears to it
to be juétiﬁcd and if it is not itself able 1o arrive at a satistactory
solution:, to resalve the case by mutual agreement with the compstent
authority of the other Comraciing State, with a view to the avoidance
of taxation which is not in accordance with the Agreement. Any
agreement reached shall be implemented notwithstanding any time
Limits in the domestic law of the Contracting States.

. The competent authorities of the Contracting States shall endeavour

to resolve by munual agresmeit any difficulties or doubts arising as to
the interpretation or applicetion of the Agrcement They may also
consult together for the efimination of double taxation in cases not
provided for in the Agreemsnl.

The competent authorities of the Contracting States may |

communicate with each other divectiy, including through & joint
commission consisting of themselves or their representatives, for the
purpose of reaching en agreement in the sense of the preceding
paragraphs. The competent authorities, through consultations, may
develap appropriate bilateral procedures, conditions, methods and
technigues for the implementation of the mutual agreement procedure
provided for in this Article.

Article 25

ENXCHANGE OF INFORMATION

. The competent authorizies of the Contracting States shall exchange

such information as is foreseeably relevant for carrying out the
provisions of this Agreement or ta the administration or enforcement
of the domestic laws concerning taxes of every kind and description
imposed on behul{ of the Contracting States, or of their local
authorities, insofar as the taxation thereunder is nol contrary lo the
Agreement. The exchange of information is not restricted by Articles
i and 2.

. Any information received under paragraph 1 by a Contracting State

shall be treated as secret i the same manner as information obtained
under the domestic laws of that Siate and shall be disclosed only to
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persons or authorities {including courts and administrative bodies)
concerned with the assessment or collection of, the enforcement or
prosecution in respect of] the determination of appeals in relation to
the taxes referred to in paragraph 1, or the oversight of the above.
Such persons or authorities shall use the information only for such
purposes. They may disclose the information in public court
. proceedings or in judicial decisions.

3. In no case shall the provisions of paragraphs 1 and 2 be construed so
as to impose on a Contracting State the obligation:

a} to carry out administrative measures at variance with the laws and
administrative practice of that or of the other Contracting State;

b) to supply information which is not obtainable under the laws or in
the normal course of the adminisiration of that or of the other
Contracting State;

¢} to supply information which would disclose any trade, busimess,
industrial, commercial or professional secret or trade process, or
information the disclosure of which would be contrary to public
policy {ordre public).

4. Il information is requested by a Contracting State in accordance with
. this Article, the other Contracting State shall use its information

gathering measures to obtain the requested information, even though
that other State may not need such information for its own tax
purposes. The obligation contsined in the preceding servence is
subject to the Himitations of paragraph 3 but in ne case shall such
limitations be construed to permit a Contracting State to decline to
supply information solely because it has ne domestic interest in such
information.

Article 26
MEMBERS OF DIPLOMATIC MISSIONS
AND CONSULAR POSTS

Nothing in this Agreement shall affect the fiscal privileges of
- members of diplomatic missions or consular posts under the general
- rules of international law or under the provisions of special agrecments.
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Article 27
ENTITLEMENT TO BENEFITS

Notwithsianding the other provisions of this Agreement. & benefrt
under this Agreement shall not be gramted in respect of an item of
income or capital if it is reasonable 10 conclude, having regard to zil
reievant facts and circumstances, that obtaining that benefit was one of
the principal purposes of any amrangement or transaction that resulied
directly or indirectly in that benefit, unless it is established that graniing
that benefit in these circumstances would be in accordance with the
object and purpose of the relevant provisions of this Agreement.

Refore a resident of a Contraciing State is denied the benefits under
this Agreement by reason of the preceding sentence, the competent
authorities of the Contracting States shall consult zach other. Likewise,
the competent authorities of the Contracting States may consult each
other with repard to the application of this Article.

Article 28
ENTRY INTO FORCE

i. The Contracting States shall notify each other through the diplomatic
channels that their dowmnestic requirements for the entry inio force of
this Agreement have been complied with.

2 This Agreement shall enter into force on the 15" day following the
receipt of the latter of the notifications referred to in paragraph 1 and
its provisiops shall have effect in both Contracting States:

) with respect to taxes withheld at source, on income derived on or
afier the 11" of Dey Solar Hijra corresponding 1o 17 of Jaouary of
the calendar year nexi following that in which the Apreement
enters into force;

bywith respect 10 other taxes on income and on capifal, for taxes
chargeable for any taxable year beginning on or afier the 117 of
Dey Solar Hijra corresponding to 1% of January of the calendar
year next folfowing that in which the Agreesment enters into foree.
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Article 29

TERMINATION

This Agreement shall remain in force untl terminated by a
Contracting State. Either Contracting State may terminate the
Agrecment, through diplomatic channels, by giving notice of
termination at ieast six months before the end of any calendar vear
after five years from the date of entry inte force of the Agreeinent. In
such event, the Agreement shall cease to have effect in both
Contracting States:

a} with respect to taxes withheld at source, on mcome derived on or
after the 11" of Day Solar Hijra corresponding to 1 of January of
the calendar year next following that in which the notice has been
given;

b} with respect 1o other taxes on income and on capitel, for taxes
chargeable for nny raxable year beginning on or afier the 117 of
Dey Solar Hijre corresponding to 1% of January of the calendar
year next following that in which the notice has been given.

This Agrsement consisting of a preamble and 29 Articles and & Protocol
was made in duplicate in Persian, Hungarian and English languages, at
Tehran on 1394/9/9 Solar Hijra corresponding to 2015/11/30 all of |
which being equally authentic. In case of any divergence in
interpretation, the English text shall prevail.

IN WITNESS WHEREOF the undersigned. duly autherized thereto, by
thelr respective Governments, have signed this Agreement.

For the Goverament of For the Government of
the Islamic Republic of Iran Hungary
—~ A . -
/‘f‘« }(»’ L‘.A,(’Ji.i - e ey
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PROTQCOL

t

to the Agreement between
the Government of the Istamic Republic of Iran
and the Government of Hungary

for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income and on Capital

The Government of the Istamic Rzpublic of lran and the Gevernment of
Hungary have in addition to the Agreement for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with respect 10 Taxes on
Income and on Capital signed at Tehran on 1394/9/9 Selar Ayra
corresponding 1o 2071571 1/30 agreed on the following provisions, which
shell form an integral part of the said Agreement:

1. The Government of Hungary understands thar the oblipations of

Hungary under this Agreement are consistent with its obligations as 8
member of the European Union. However, if Hungary finds out in the
future ihat its obligations under this Agreemen are inconsisient with
the requireimnents that apply to Hungary as a member of the Luropean
Union, both Contracting States may consult each other zbour the
passible amendments of the Agreement.

AL

. With reference to Arlicle 25 (Exchange of Information), it 1s
understood that:

(2) In no case shall the provisions of paragraph 3 be counstrued o

permit a Contracting State 10 decline to supply information solely

because the information is held by a bank, other financil
institution, noiminee o person acting in an agency or a fiduciery
capacity or because it relates to ownership interests in a person.

(b) However, the applicaiion of subparagraph (a) in both States
depends on the legislative amendments of the relevant domestic
laws and regulations that do not allow for the time being such
exchange of information in the Islamic Republic of lran. The
competent authority of the Islamic Republic of lran shall notif
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the competent awthority of Hungary without delay when the
conditions for the application of this provision are met.

This Protocol consisiing of & preamble and 2 paragraphs was made in
duplicate in Persian, Hungarian and English languages, at Teiwan on
1394/9:9 Solar Hijra corresponding 10 2015/11/3C all of which being
equally eutheatic. In case of any divergence in interpretation, the
English text shall prevail.

IN WITNESS WHEREOF the undersigned, duly autherised thereto, by
their respective Governmenis, have signed this Prowcol,

For the Government of For the Government of

the Islamic Republic of Iran ~ Hungary
A ST A )
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