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MEASURTS TAKEL] BY THL COVLPNMMINTD OF TiiS
YEDERAL FPEPUBLIC OF CIMMANY TC IECOUTWGE IMVES Xt
IN INDUSTRIAL FOJLTS TV YDVELCPING COUNTRIES

I. INTPODUCTION

1. As soon as the Federal Republic of Germany had sufficiently
rebuilt her indusiry after the Second World Vlar, she took an
active part in assisting developing countrive. An important
part of this policy is to encourage and stimuiate the business
community to invest in these countries. For that purpose, &
number of mcasures have bee: introduced.

2. Measures introduced at the national level incluvde tax

incentives, agsistance with financing, and an investment insurance
gsheme. In addition, at the international level the Governmen.

has signed double-taxation treatics with 9 developing couniries
and bilaieral investmen® guarantee treaties with nearly 30 developing
countries. Subsequent sections of the paper will discuss these

measgures in this order.

3. The Covernment also helps to supply the nccessary inform.ticn
for doing business in developing countries, an aspect which is
extremely important for small and mediuwnr-sized husinesses; 1o a
large extent, these gservices are proviZed by government ~gencies
of government-owned corpvoraticns which can operate mere flexitly

than the Government itself.

S8ige and distribution of resulting private investuent

4. The vulue of German private investmenis in developine couiiiries
at 30 June 1968 is cstimited by the author at arproximitely

DM 6,000 million. Pigures collected 2oy the Finistry of Economy
since 1952 show that the total net capital cutflow of direct foreign
privute inves:ment abroad has uasen DM 13,043 million, of which

M 3,793 million has taen iavestcd in develuping countries,

5. This latter statistic, however, gives an inaccuraie picture

of farman private direcct investments wbroud fo1r 4wo reasons. First




they do not lake into account waldiztribuied and reinvested
profits, waich .:':'.g‘;ht te esvinated between 200 miilion all g
500 miilion L‘!«E.U’ Secendly, he ovinoing investmeat is |
allocated accordine o re inislel ceotin-ticn ol the ovtflew

of capital. Por wux an other recoons, many <0MNALLES USC
1 J

foreign internediary hoiding compuni:s, meidly lecated in ¥
Swiizeriand and Cancde. A s bpiwantial shove of the inves stmenis ]
; of these base companies — incinging edlitiorut funds raised out-
side the couliry and not inleudel in dhe avy e & ctatistics — io \
i eventually direstid o ravelopin eciatrieg ‘?’\ .
6. For these reasons .isc, w“he rectraghinal distribubion cannot ‘\
Pa accurately detrrmina ., e folleviag *utle lists those
developing counirive ich huvo at*tracted meve “han D O1CC million
of the DM 3,793 million ncazured capital ontflow o developing -
couniries since 1792 as iefined wruve: “"f
Brazil T# 4,087 million
Argentina ™ 348 aillion
i Mexico D 172 million
, Irdia DM 15[ nillion
LS:by& ¥ iS0U milion
Liberia DY 437 million
Colombia DM 10c millien

Phere is little informatioy: available cn ike tranch or type of

industry which this investment nag helped to establish,

. A :\

{1) The Teutsche Bunde:dank roporied that thc transier of :

dividencr and profi’s back to Germany hid veen neglisible

and therelfore onc can acsume that s’..!:sr,;.nt;al sreiits %

were r:tuirccé. ©f. Deutsche Bundesban.: Die ooutscuen ,
Mirektinvestiiioner 13 Ausl: mql. ilog,_ﬁ.‘r;':ricz_ul._;_ce_,ier L jufschen

Bun uh AAI’ - I}\e(.:s .‘: anr 1)3‘) d.lbO v .J.¢«lu Y. “‘1::1; O ,.

(2) See H. (~3i<crt: Die deuwtschen Direktiavestitionen i@ ~“

Auslandi. :8la und Upladen 1967. pp. 23 ~ 5. ;
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7. An analysis of the effect of tax incentives introduced 1n
1963 to stimulate jnveciment in developing countries showed that
just over 100 investors invested DH 200 miilion in exsh of the
years 1963 ard 1954. Investnments qualifying for incentives were
DM 75 million in 1963 and DM 123 million in 19564.

IT. INSUPANCE AND GIATAITENS FOR TINISTHENT IN
DEVELOPIIG CCUMT.MILS

Ao Investment Insurance Schemes

8. Businesces may obtaln insuraace from the Governmeat against
political risks for thuir investmeiats in devecloping countries. This
guaraﬁ%ee covers losces suffcred by ~ationalization, expropriation,
war, riots, revolution, standetill-agreement, exchange and transfer
riskoc. Besides tone oririnal invesirtent, profits and interes?® payments
may also be included in tie guarantec. In general, the investor will
have to take only 10, of the total rigk. The annual feo for the
guarantee comes to 0.% of the amount guarunteed; tﬁe guaruntec 1is
generally limited to 195 years; this period nay be ¢xtended to 20

years only in exceptional cases.

9, Applications for ouch a gusrantee will bde accapted by the
Peutsche Rzvisions und Preuhand-aG, (llemburg !, Hermannstrasse 40)only
for investments 1n countries which seem to provide for a suflicient
degrec of legal protection. As a genaral rule this condition is
fulfilled by all couniries wi‘ch have concluded an investment promotisy

treaty with the Federal Teputlic.

B. Investment gunrante. treaties with dgveioping countries

4C. Since 1959 the vYederal Tepublic has enncluded treatics with
develoring countriss for the rurpose of increasing the legal nositicn

of Cerman inveetors in the countiry receivin; the iuvrataont. In thece

¢reaties the pairtners Lhave agreed to the foliowing priuciples:

-~ PFair, just and non-difcrininating trs vment of invest~
ments, for exatple by providing moat-favoured-nation
stains;

- Cuarartec of transfer of profits andi of tLe proecis

raalizod when the in ctment 13 scld or lloulleted;




.. Protection azainst arhitrary nationalization without
payment of an adequaie indemnity;
- Clause of arbityation in casc of disputec about the

intcrprctation or application of thoe ireaty;

5.4

~ In case of termiration, the treaty chould iemain in

force for a certain number of additional ycars a8
far as investments are concerned vhricl. were made rrior

%o the date of termination of the adaitional treaty.

41. Even when theae agreenents follow a certain model, the individual
treaty may contain provisione which may aiffer quite subatantially
fro: cne countrv to the other. This is empecially tvue in rounect
nf ¢xchange 1ejulallions, the application of the treaty on ipvegtmentis

1mde prior to the date when ihe treuty cure into force, tie exteni of

the legal prctection cic. In any particular case the wording of the |

respective treaty rust be thoroughly checked.

12. The bil-teral trestics for tne prcmotion and protection of
investments which nave been either sipgned, ratified, or are already

4. force are listed in Annox A

III. A ISTANGE GITH FINATCING INVESTH:NTS IF
DEV.u0r 1" CON L8

13. Two invtitutes have boen establishod to provide long-term finlnco(3)
fer investments 1n developing countries — the I‘reditanata)t filr
diederaufbau (i'F.i) and the Deutache Entwicklungszecellechaft (DuG).

In acdition, grants are provicded by the Suvernment for the training

of labour fcr curtain projects 1in developing countries.

1, Yreditonoialt fUr <iederau!oau

14. The KP{ gronts lonz-tern loane 0 Wsinces enterprises resident
4n the Pederai “e,ubiic cf serveny out of the E.R.P. Counterpart Mund

- e

(3) Pinance ;rovided in iie form v expert credits and related
fusurance Juaranieos sre Rrot considered im-this paper.




iniended purposa is the financing of the establisliment, expansion,

or the acquisition of interests in incustrial and other enterprises
in developing ccuntries. 5S¢ far under this programme lcans totalling
more than DH 100 million have heen made. The loans are primarily
intended for small to medium-sired businesses. Larger companics may
be consideredi in cases where invec*ment projecte of a consicderable

development potential could not be otherwise financed.

15. Applicants are required to contribute their own funds which must

be adequate in relation to tieir profiis and net worth and the

Yusiness needs for domestic uperaticns. ‘fhe loan may not be used for
repaying and for funding existing oblizatrons. The individual loans

are usually limited to Di 500,00 but in nxceptional circumstances

loans of DM 1 million may be granted. The amount of DM 1 million may,
however, be excecded in cases where investment projects of e considerable
development potential to the nost country could not be otheiwise financed.
The interest rate is 6, per anmum; the loan is paid out at its nominal
value. The duration of the loan is up to 12 years, with repayments

starting not later than after 4 years.

46. The lcan can only be provided with the consent of the Federal
Ministry of Covernment loldinge (Schatzministerium), The necessary
conpent is obtained by the Kreditanstalt tiir Wiederaufbau on bchalf
of the applicant.

2. Deutsche Entwickiungsgesellschaft

7. The German Devel opment (ompany (Deutische Entwicklungsgesecllschaflt
= DEG) is an investmert company wWith an authorised capital of

DM 115 milliorn. The company was establiched by the German Federal
Government in September 1902 witl. the objec. of stimulating private
enterprise Lo invest in developing cowntries and of supportine such

projects.(4>

(4) Serman lavelopment Company: Pcseibilities of Co-cperation.
Second edition. Cologne 1966. 16 p.

Deutsche Sesullschaft fUr irtschaftiiche Zusanmenarbeit,
Durgner S4rasse 295, 5 K8ln-Lindenthal, Pederal Nenublic
of Gernany.




18, DEQ's activities are based on the principles of private
entervrise. The German Development Company invests in private
enterprises ir developing comntries (a) by participating in the
aquity oapital, and (b) by grantin; loans with equity fcatures,
a8 & rule in combination with an equity participation. This
applies to completely new investments ar well as to invesiments

for expansion of existing enterprises,

19. The DIG advises cuterprises intereeted in investments in
developing countries and endeavours to bring tognther prospective
partners of a joint venture. Invesiments are carried out by DEG
together withq pariners from both developing and industrialized

countriee,

20, Invesiments by DEG are ¢n ccndition that at least one partner
is able and willing to make availeble his business experience and
technical knou~how to the eniervrise in the developing country.
These partncrs who provide know-liow are expected to acquire an
adequate financial interest and to enswe competent management of
the enterprise. In the case of new ventures, it may be assumed that

the know-how comes from an industrial country.

21. DEQ gives no preference to any particular developing country,
branch or sector of industry. However, inveztmenis of DEG are
primarily designed to promote the establishment of small and medium—

pize enterprises.

22. The amount invested by 112G depends - inter alia - on the
financial commitments of DEG's partners and on the special require=—
ments of the project. It is not the aim of LG to obtain majority
gharehollin.;s, DEG will invest only in projects which show prouise
of cummercial success, The proposed venture should, thercfore, have
& sound financial structure and should offer good prospects of

providing an adequate return,

23, Investrents of DxG will normally take the form of equity
participation in the rihare capital of enterprises in developing

countries, whereby its liability is limited to & fixed amount., In




oonsideration ot its participatiun DEG expects 1o be accorded
the ucual rishis in respect to votes, representaticn on the Boasd
or other ripghts of rcupcrvision end making decigions, as well am a

proporiicnate share in the profitc of the anicrpriege,

24. In s#pecial instances the Company may grant so-called "loens

witn equity tecatures", mostly in connexion wivh an ermiity participa=-
tion  The cerd:tions of such loans and the extent of Diu's influence
on thc enterprise will be similar to the terms of an equity participa-
ticr of DEU anc wil'. depend on the specific circumstances of the
preiz2et concernud., As a matter of principle, loans with egquity
features ace granied in Deutschmarke and must be repaid in the aome

ourrency.

25. As an invesimen: instituvvion, the German Development Company
acts in co-opordation with its partners' bankers; it does not give

loans euch as ¢xtended by banks.

26, Investment projecis must serve the purposes of development
policy, l.c. they should further the economic growth in the respoc-
vive developing country. This requirement would be wmet, for instance,
if the proj-ct ii. question astiuted the country's development policy
Dy

- previdirg technicz:i and wmanigerial Lknow-how;

- vreducing imports by increased local production for

the domestic market;
-~ increasing exports by expanding production;
- creating new permanent jobe;

- coovdinating the project with develovment plans.

o

27. A favourable investment climate 1a the developing country
conceined is an e¢ssential pro-riguicute for an investmenrt by UEG,

It will invest itc furos only if the logal necition and the ectual
conditions prevailing in the coun*ry may %We exjucted to ensur2 adequate
protection of capital investients froem povernient interfercuce, ow

well a3 thie narestricted traunsfer = carninzs and capital,
28. As a malter of princirle, *the Garuan Lavelopment Cempany is free

to participate in any «xind ol enterprise in devaloping countries. The

s




Compeny will, however, not iavers 143
. enterpriuec oprratea or controlled by local govavn-

ments;

- jnfrcotruciure projects, sich as oudlic utilities,
gclools, Lonsirvction of rouds anc rorte;

- entcrorices with the main murrose ¢f rinancirg
axport transactions;

- companics wilich zre colely in need of current
acscia;

- gonganiec which shovll be reccnsiructed.

29, at tho beriumin” of 1969 DIG wes airecily or indissctly engogad

in i44 inveainens projects situatea in aboul 40 developing sowrtries,
1t claims it has co far mwae sosritls toral irvesimentis of abeut

D¢ 0 wmillion b gulscr.biny shares or ziving loans totalling

o 86 million. Of iis 57 dir:oi heldings, 41 have starteld production
and 23 have veccme urofitable. Invesiments in the Ycdiierranean area

and ia Latinamerica were asoasiolty sucececsful,

30. 1o orrer to cone with he increcascd volume cf businesz, the
mansgement of D00 recently mnovr eq ite intention to 28X the Federal

Government to incrsase the share capital from I 115 million to

2!.‘) mil‘] Olie

3, Grouis Tor traininz lue .l perscnnel

31. For the purposc of training local eliilled labour and ranagement
personnc). for investueni projecie in developing countries, grauts may
ba rivea by the Federal llinietry of wconemic Co—cperation, Bonn,
Kaiscretracse 139-197.

32. 4s a ruiz, labour choutd be truined at the piant in the dcvaloping
country, while managenort parsoinsl nay be trained in Germany as well,
Projects provicing for training faciliiies Logord the requirerentr of

tha enterp.ie» 2re gaven preferectial support,




Iv.  THE PAXATICN OF INVISTONTS il DEVILOFILVG NC1n MIES

33. The Governuwrh's tax policy in respect 1o direch investuents
in d'evclo;:irw countries appears somewhat auntigvrous. Whereas some
agtrong incestives are granted for the initial investnernt decigion,
incone derived frca such invesiments is guiie ofven heavz}y
discriminated azeinet in comparison to donestic inccne.(si This is
esnccially truc for investments in countriss w'ich have 1) tax
4reaty with the Federal ilepublic of Germany. Dut even when a tar
treaty cxists, income derived from direct irvesiments may stitl be
heavil; taxed ia Germany, although such tixation could in many ciases
be avcided hy cdegurte tax planning. These different 281 >~ts of
the “exatior of investment in developing countries are discissel 1n

this sectiun cf tliic paper.

A. Tax jnecentives graated for_new investment in developing cowntries

(1) ‘Mhe incentives enacted in 1961

i34, In 1961, special tax measvures were introduced in the Income

Tax Law && an incentive for German private investment in developing
countri:s for tie first time. Theses neasures provided for a special
dedvcticn frem dcaentic taxabie income of up to one-tlhird of the
qualifying irvestimen®. ™is crount cculd be set aside as a tax-free
reserve bui rad to be subsequently ruincorporated in the enterprise's
declared taxcile incume in fiv: annual installments, the first being
dve after thres years. Consegquently this provision rasulted in an

(6)

averazc tax Jeferral of 5.5 years.

35, Cf course, thie deferred taxation was rot applicable uvhen thre
foreigr investiaent proved to ve a failure, HYowever, since tre tatutes
ganerally tax basiness capital faine w3 ordinary income, Iin CeS9 of

& failurs the whole anouni of tre inveutment in a developing country

may be written off ar a Loazs,.

(5) This is also officiallv recornized: see, for exanple, the article
ty B. Cf{cinann:  Frage der Lrirosnuestourerun usutucrer irect-
ijnvestitionen in ntwicilun-ssilindern., uropdiccrs Sceunr- .e1tlung
Pr. 31, ecenber 1400, p. 132-134 {aiss in Franch),

(6) 'See a.J. Lidler, Capriei .cvori Incentives — [he st Cerman
Lxperiment. Can.dix Tag Journal 571, n 339-40C.
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50 8 eption Lo dedest Torwign Laer ae tases fram Vasable ingeme.
Pare 40 se indireat tas sredit fer scrperation imeceme to8 18 the
anne of dividowis disrributad by o foveign esbaifiary,

€% The nevmai rates »f Tareas corperats iscore Vag (K @r-wrsenalte
shogne |, are 4t = setaissd profils e 1% o dket riduted prefits;

Pow posecnal inesme ol (Tissarwmemsirasr |, the mmlismes rate s %ﬁ

Bammves, tiase Fudles Five o e cwr ibe siew of bue total las
Sapbon. Gines | jmmwesy 9%} 4 sureharge of 1 of the ascertsined
e is pagebie. la additise %o Whet, & mamicipal treis taa
{Downrsnatowns | = roughip 1Y of prediis ams o @8t worth a2 of 7%

{Puligesstoanr wsre ievied o8 SETRER L AR EeTIRFEte DO LAGSESE.
Budne $he trmie tas i3 & feia table ite far Lhe pursee of somputal ing

WBedis income xf 158 sanw peatr, the #ffaaties rate 8 L

Sh. e tetai isceme Sas Supdan o thas £ sed B abeu. 33 em
Wit et es sergme - te sref i las dew Yo 4 e mem eate of sbont &5

e prefite sarvad 5§ @ wsiescsiroiw’ cudossgs. iy isceme earaed

8 Pureigh pes amast sat 3 cemest s spempt Frec Lhe Sreds tad.

Poa bpd Worden o me L2 PERT Wad L & B BEREL FY EOMPES Y won? el il

B B BEvs s ang oot Fy way tomesf ovw e daew sk Ll ime tea Falliawing

s & .
f* TR Bl s g W SR PO LB Sad s PRURLE sl T A8 T

Lomary 4. « ' o# coansme of a8 setuidisd; ® 2% 18 aesweed al

1,406 whwe tsees, & § serrereit ibewe Led is ieviek B2 the
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developiiy couniry. The remaining income should W distributea
40 the ferman shareholder, whereby the developing country levies
& X¥, withliclding tax on dividends.

Computation:
Income of the subsidiary before taxes 1,000
4U’ corporate income tax - 400
dividends paid out 600
37 withholding tax on dividends - 180
smount received by Cerman parent company 420
1%, Cerman irade tax on taxable income e

(157 of 500-78 = 522) ' - 18
&40% Germen corporate inconme tu(gjon

taxadble incone (522) - 209 | ;

foreign tux credit 180 s 29
Y. surciarze on remaining German _

corporate income tax - 1
income after taxes. 328

47. As o special concession, foreign income from certain direct
tinvestments abroad may be taxed at a reduced flat rate of 2%, but
then foreign income taxes wa, neither be credited nor deducted.
T™hies reduction is granted oniy upon the taxpayer's request. The
reduction may be claimed for income of: (a) a foreign permanent
establishment; (b) a share in a foreign partnersiip; (¢) an inter—
eompany holding of 257 or more in a foreign corporation, when the
Geraan investcr is a company.

48, A furthe: limitation reguires tha® the activities cf the
foreign establishment are linitet to those listed above in pera )9,
This concession was introduced 12 elimirate the well-known dige
advantage o7 *he tax credit sysiem in relatisn 10 countrieas having

& oomparatively low incone tax oi countries siving special itax coo~

oeesionas o nioneer industries.

AR

(9) ™e rate of Curmcr corporate incone *ax i assured to .be
F. a8 an ave: age “ato on icial taxable in-ome,




W

{1i)  Polief undar tux treatier

- —

49. OCcrnmanv nas concludeld tax trentu.es with ithe Tolicwing
dovelopins counviies: FPalastan (1253), lndia, Ygypt (1999),
Cevlon, Is.. ) _19G2). 3recce, argentiing, Spain (1960). Thailand
(1967). Treatiss ..th o namber of vther comiriec arge in preparte

tion.

5. The basic concent of Gorman ircaty 1oviey is:
(i) To exempt income from tic fellowin. sourcen

‘
from German taxes: perrancut ectab:icimente®

(1c)

shares in partoecs.ips’ y holdings cf moron

thao €50 in 1010130 COrmaTetione wnen tho
{4

Gearman taxpaver is a corporation\ ",

(1i) o limit the right cr the country of sourec to
levy taxes on interest, dividends ani rcvnlvies)

(iii) To impede the developiment couniry tu levy incume
taxes on other activities of a German businease,
when it dogs nov Lave a permonent cstablicnment
or an agent in the developing country;

(iv) To aveid double vaxaticn by araating a tax
credit when the foreign incorme is not exempted
from Cerman tax.

lleomparison f zome import:nt points of the Jerman treaties with

developings countries is given in Annex A,

51« In order to counteraci tho resative effect or tne o credil

system on irve.iment incentives pranted by cdeveloring ~ountriee,
. . . . ] {14}
tax sparine provisions are incicded in a nuwioer of tac tresties /.

-

Thesz are iisted in Arnex B.

(1@) A bill! cursrently Lefore the Pederal FP-rlianent provides for a
relicef .lien Ilcrses are incurred in a nemanen: establishment in
a treaty countrr, G0 Tar such 2ozces couala nol e wet off
from texcble 1nsore: an Zurean; LASAuSC acconting ‘¢ Jorman
iaterpretation the oXemdtror U2 a weedly apolies Lo lnszem
aB Weiil a3 o profits, The nuw propoual would troviae that
such 10 +'s ire weuwvclablic; ncucever, eilsequent profite froa
the san2 -
inclodel 1m Caxavle oo s A LS it el total loLges

whiich ere provicusly daiucied.

uniry winich would ntiloriize be excinted nust be

:\ TV s s = o - oy M g
(1i) See Tax S;asin, by Durcpesa Cuwnt ars. lutulecn Taxalion,

& o

1960, . 15T 2y,




52, An ecomomic amalysis s ¢ neceecsnrily ¢vw s the oamslestien
that the Germau rules of tx2 ag fureign izoewr> are 82t Dagnd on
ar roonomic concejt Mut are ‘ue rewwult of & camber of 4i"%srend
Ristorical, pelitical, nometar> and eeomamit idens wd ol leseses
wi.ich have prevailed at one Lie~ oF anetic’ sinse Vh: Deginning of
this century

53. Por example, the prineiple of worlduids tanstion, ®u whish
Gerran tax law is based, cannet be L reonlt of waersl essnemie
eonsiderations when wnier + ‘reiiy tePtaic Yypee of fareign ineame
are senerally axempisa from Gwress tas, Thers (s slee » sovenis
¢ ic present when incess fom & swlsidiary in & doveloning ssptry
(for example wivm its stharshe .der 40 o individen!) is Voaud, ehe: eas
Ancome from a permarent setablishe !l in Lo same sowniry (* smewpt
from Cerman tares,

S4. Portunately, it is more and aavre Pecagr a0d Ny seanamists a8
well as politicians and the genera. pubile that the g

3 _bew d)egrimset

ﬁ", foreign eoperations, 'lat L8 sgn'nat Vae iaterests of the seowss

Al that a genersl revisice of A interunatics i sapeate of *sa Law
say therefors be needed,

%5. The comiined impact of tasstionr in & do.:lopise 2eumivy snd
the taz law ir the Pedersl Repubiic of Jemeny ami She VYrenly wmplice-
tions on the different types of [ereign spestien is amalpend i
Apremliz C., The esorpuiatic takes inte & coumt Prown o) viiani aed
esrporate income tax at 2 rate 37 W amd Jerwman irere tas od & Fate
of 19, of tasalle inceme. [V 18 Bise asmewa tha' Whs iseane of
subeidiaries is always fuil, & siribnisd, .8 table is "Saws on
saleuiations similar *s "rat mar s 1 pAre 4 above, ™e e lastene
which may bo drawe fr-m tie tiaie sre
= im the Absence -” 4 Leeaty x AE o misg PRl distsimtien
it is aiwary ere Siveclagesny L5 201 459 & Seun.y of iy
PaSiR8: ire sai f & wakei iery,
- VOB whar & LPealy 2. '8 FAEed aFs FARELREY L we el
" e .viiunl (o7 & grewg &7 Ladiccinn.s; wmie ¥ &
POPREY 1L & S0 wping Sgetry;




o B e ean: of & enbsritiaay the V0tai lan Wpden
Sagonts isrseis sn whatier e daveieving S gn ATy
Seoes tie Fecaign oubabiiary sv its 3o 04Y diotpis
lions, Phes af 8 ievied m AisiTibubieve he
Sotal Ve wunes iy salij "weh jever.

W, B ramber of fisaccisl, tan i S4har amsenree have boon
SHIER 98 sssumtage privets Lavegbeore bo MeRe Lawestments ia
Sovaleosias seurtsiss. Gas .* L6 Aot IMPETIaNt seassres SOMND
S B8 S paensasce Bl guete . ese for Laveeleent ba imiaetrisl
PO Jonte ir Femiepin; sawedPiee,

$7, Sesietames »i %6 Fisancing e pPw ete 46 Beeisally tntenied
WIEE She O Mas escet o Yially ismreneed 148 sesivities.  bpard £ -
PrONtbbag wgeity o7 isam saprdal it ofTere wery bupartoci serviess
e oonil aod middle-9i50d INTMER RN iseeeRe By SPERRFIEg cf o
TeNtmest staling wed Sf Tering Lte Suketantial SRew-iow.  Tew FLaNe
e Inoreass the [imee: wal potential of Krewitasetait e siererendion
So finamee Sermam 4ireet iavsstisente sheosl aad sevew iaily W
Srwidoping cranis o8 2re swrcent ¢ welee SN Lderet ben,

o, 1% eeews that the Big earpersiiems, whish cepresen Vi Wl
of e sew issenveent s dwveisziac scustsies, hase finansed SheLP
forsign sperniisme 18 OWRisPIng SURLFLEE SREtly ewt of hagr owm
Pumin oni sut of Pucis Wissh wers Lervewnd shreed,

5, Taw policF R ceEERai ¥ sifust L gpatent in Sews spis

S S L8 SPema % Pobweiat 2R fEEet, e rnan Saa §°Peng beosnk i Iee
e pg%% For thg 250 Siai CRPRRBAISY e i 0o, Lk e 1t ol FPom
Gl ineestows s ¥ g b8 STiem aa®iid o ReR peanabed awisat W8
SUPPaF LSS 5 il e se SRaE 3 Rae . S %em WoB 8 oy tPwmsts e,
9 saeme % 4t tox Ee @ o #R, T $h. i RS PR g PN

P wbase LEANE SagRt t a8 .8 Sl®eTE.

P, Bu aeeon he i Takd k., B Pagasl ot AR sewe e Usal
Sameme Sgrtons Fram pabe i LAF s s PR Tewten BELAL. Lok % e

Tl 8 e | SRLAZ el sPLe s sl WBemg . i oo Beces Cae. el
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onamgtion fo: incams fron & sabsidianry sight ales Mpply vhen W3
Vseti? {8 Mot & O aay.

$9. Por inteiost and rovaltios eatnyi i & d¢.cloying cewmivy,

& nhatmam tas 24,8 1ght ba granted even wher ne tax is levied
B Sas devel s as $W'§?};¥3}. Miitiorn]l relief frx: the leeal
Srade Vas mar sleév 0 wervapied, miRIMER (o riiremen. would bei

{;} swwspiion Tor divide=is frum & sabeitesry abvomd, irrespectively

whatier the invester is 4 cempany of o8 imdividual) (i1) red.etion
of Sax rate oy ividenis Frem povifalie Rajdir -5, interesi o9

puapnitiss esrne. is deenispiag evuivies; suon Lroume eould, fep

seawptie, e tased % i cud. of the sevmai raie,
G, I @ iserense in rrivals .avestaent in ‘evelepisg souniries

10 & goml, v & renilyament of DO tamation +f ineows eaned in

SVl aping ewnls i 08 sorbingd Bit V20 subetastial Lacenmiiv g poevided

fur e aitiai avestesat deeistien ssuid belp sshiewe WRis genl.

(W) Bos sow 3. (Frosmamms Progm too rretnctvmray Seeser
Longnivievn,

Phpeet covent s biomas 5 Pietas lang
Bedbam - v . e W3, BV,
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Ceylon
Chile
Colunbia
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Indonasia
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Ivory Coast
Kamozroon
Kenia
Kongn (Brasz.)
Korea
Literi
Madagoscar
Halzaysia
Meroceo
Niger
Taviitan
Philipnines
Rvanda
Sambla
Senesai
Sicrra Leone
Budan
Tansania
Tuaiiand
Toge
Tachad
Tanisia
Tarkc;
Uganaa
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fay-crarinr in *th: double-taxation treatics of

the Pederal! Remublic of Gemiany with develonins countiries

India

art. YVI(3)(*)(aa) and {3)(E)(bb) of the treaty with India of
1€ March 1359 siates that the Pederal Republic st grant its
resildents credit for Indian taxes paid on dividends en interest

egual to a* leasi %Y. of tlLe German tarx,

Ceylun
Art. 2v(2)(b)("b) of the ireaty of 4 July 1962 provides trat Gemrany
has to give a .ax credit for Ceylun taxes cn royalties received from

Ceylon; this credit must ai least amount to 7%) of the Ceylon tax.

This provision 18 not iypical rfor tax sparing eince the starting
point is not the waiving of tax by tie developing country, On tle
conirary, the minimum tax credit is based on the foreign tax, thus
setling aside any linitations to the tax credit based on rational
{German) law: The tax credit has to be granted in accordance with
the treaty even when the average :ax rato of the recivient is lower

(which is thc normal maximum limit for a tax credit),

Israel
According to the treaty of 9 July 1962, the Israeli tax on dividends
s linmited to 24> and the tax on interest to 15°. A tax rparing
clause provides for mimirum credits of 25 or 15’ respectively when
tho lsraeli tax has been wholly or partly relieved for a iinmited
perind of lime under provisions of Ieraeli tax law specified by
mutual agreemcnt between the ccntracting states. Arte.i2(1),13(1),
16(1)(c).

Pakistan

A protocol of 27 Augvet ‘963 amenling the ircaty of 7 Auguct 1953
provides that interest neid to F.R.0. residents on loans riade {0
enterpriser vcuident iz P kistan and upproved by the Goverrm nt of
Pakistan arc¢ exempt from «kistan tar. It 4as alsc stipulated tlat
German residentia receivin: such interect maiy credit zgainst P.P.6.

tax an amount equal t¢ . cf the P.R.C. %2y, out not lose thawu 7O°

!




preaded the maiioom ared.t doos ol Sasewt ié [alictan *ay
othervise isrpovzble, This jreiec”t Wwia nel .0 sens petified
aad sceoraing te o 71cial P 2.0, soure & i1 seew liaely Sy

1t will te »eulaced By & eompiete Yeriaien of a8 itrecty,

Sreege

The treaty of 15 April )06 prevides that J=rece samy 188 iLatevms
sarmed in Greece by P.R.C, residents 8L a ate met srcesting 0N | f
this tax is allowed as 4 credit againe: tue P.72.0. las papsble, -
A tax sparing clause in the treaty praviiss Lnat 1{ gush ieds eed ‘ f

18 exemii irom Greek tax, dus to «decisl pre.ision of Traer luw isd
the pronction o the couniry 3 cecnomic deva'opment, 7.2,.3 residonte
may stili cre.it 10, of the iuterest paymemt. Art, (TI11e2;(fg{m),

"he treaty of 13 July 1366 limits Argentiss Vo tax dividends ot -
1%, interest at 20% and royalties at 1¥. 7?1 sparing clasees

%
provide that P.N.0. residents may claim ecredite against P.R.8, Vg ’? i
of's § :
- 154 irrespective of the percemtage of Argeatine taz %
imposed on dividends, (Art.2C{1){(v'(1}); §
= )% for Arceriine tax on interest; this credit is
reduced only ‘o %une extent % .at the gemerslly spplisadle : % ,

rate under «reentine law is lower hﬁ.lﬁ{t}(ﬁé’l}};{“)

« 19 on royalties, even i’ .rgentine tax is whelly »
partly reduced provided .he exesmvtion or redvetion apnlise
ferr a limited reriod of time (art, 206(1)(®}{(3),.

Reain

™ trerty of S December 1350 ccn*ains & ‘az sparing rrovision en

es>tain intsrest vhich is normelly Saxed at W', Juen imterest

is received by a 2.8.0, penking orgavisati~r aad tis tazx rete is

Juwer than "0 o account ©f i s.8cCids wi wish iaw of YHRY, thes

the P.R.G. cucinient can still Ziaum a tax ev™wdit totalling W

Art. 2¢ 13 (v {e%). .

I A

(i4) Thie %ar oraring evi.iee wee an 107 ert .ot (reter for e
TeCaat Jp.4ance €. 8 Wb I2.m 3. v Reed e of Arewting
in Qerwary,
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