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CONVENTION 

BETWEENTIlE GOVERNMENT OF THE REPUBLIC OF TilE 
PHILIPPINES 

AND 

THE GOVERNMENT OF nm STATE OF {(UW AlT , 
FOR THE A VOIDANCE OF DOUBLE TAXATiON .\ND THE 

PREVl<:NTlON OF FISCAL EVASION WITH RESPECT TO TAXES ON 
INCOME 

The Government of the Republic of the Philippines and the Goycmmcnt of 
t;\,: ""ate of Kuwait desiring to promote their mutual economic relations tlm'"gh 
t:.c conclusion between them of a convention for the avoidance of dc·uhk 
wxatlon and the prevention of fisCJi evasion with respect to taxes on income: 

l hlvc agreed as follows: 

nLP}.:\'\:'.~c\l~ .1,< 
-.----~------- _.-
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Article 1 
PERSONS COVERED 

This Convention shall apply to persons who are residents of one or botb of 
the Contracting States. 

, Article 2 
TAXES COVERED 

l. This Convention shall apply to taxes on income imposed on behalf ora 
Contracting State or of its political subdivisions or local authorities, 
irrespective of the manner in vvhich they are levied. 

2. There shall be regarded as taxes on income all taxes imposed on total income 
or on elements of income, including tnes on gains from the alienation of 
movable or immovable property, and 18xes On the total amount of wages or 
salaries paid by enterprises. 

J. The c;<isting taxes to which this Convention shall apply are, in particular: 

a) in the case of the Philippines: 

(1) the tax on individuals; 

(2) the tax on corporations; 

(3) the tax on estates and tlllsts; and 

(4) the withholding taxes e' 

(ilereinaf[er referred to as "Philippine tax"); 

b) in the case of Kuwait: 

(I) the corporate income tax; 

(2) the contribution frOlI1 the net profits of the Kuwaiti sharcholdillg 
companies payable to the Kuwait Foundation for Ad"ancement of 
Science (KFAS); 

(3) tile Zakat; 
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4, The Convention shall apply also to any identical or substantially similar taxes 
that are imposed after the date of signature of the Convention in addition to, 
or in place of, the existing taxes. The competent authorities of the 
Contracting Stales shall notify,tach other of any significant changes that have 
been made in their taxation laws, 

Article 3 
GENERAL DEFINITIONS 

1, For the purposes of this Convention, unless the context otherwise requires: 

a) the term "Philippines" as defined in Article I of the 1987 Philippine 
Constitution means the national territory which comprises the Philippine 
archipelago, with all the islands and waters embraced therein, and all other 
territories over whicl{ the Philippines has sovereignty or jurisdiction, 
consisting of its terrestrial, fluvial and aerial domains, including its 
territorial sea, the seabed, the subsoil, the insular shelves, and other 
submarine areas, The waters around, between, and connecting the islands 
of the archipelago, regardless of their breadth and dimensions form part of 
the internal waters of the Ph'ilippines; 

b) the term "Kuwait" means the territory of the State of Kuwait including any 
area beyond the territorial sea which in accordance with international law 
has been or may hereafter be designated, under the laws of Kuwait, as an 
area over which Kuwait may exercise sovereign rights or jurisdiction; 

c) the term "person" includes an individual, a company and any other body of 
persons; 

eI) the term "national", in relation to a Contracting State, means: 

(l) any individual possessing the nationality or citizenship of that 
Contracting State; and 

(2) any legal person, partnership or association deriving its status as such 
from the laws in Jorce in that Co,;tracting State; 

e) the term "company" means any body corporate or any entity which is 
treated as a body corporate for tax purposes; 

t) the term "enterprise" a[Jplic~ to tlle carrYin~CJJm£i~imqV[(;;Sii"iZLii~'C(jr);-\ 
g) the terms "enterprise of a Contracting Stat" and "enterprise of the other 

Contracting State" mean rcspectiYcly an en erpri;;e carri(~d on by a rcsider,H, , 
~,dC,\ O!.I' flO' f F"/.\ 

r l' ~,\ ,1~; r~!t O}I, .".', 11):; ~" o· \ 
JT'.'~'r' .. ' , <,!IN 

" ~ ~,'~, I ,_,I I, 



of a Contracting StJte and an enterprise carried on by a resident or the 
other Contracting State; 

il) the terlTI "intel11Rtional traffic" ITIeans any transport by a ship or aircraft 
operated by an enterprise that has its place of effective management in a 
Contracting State, except when the ship or aircraft is operated solely 
between places in the other Contracting State; 

i) the term "tax" means Philippines tax, or Kuwaiti tax, as the context 
requIres; 

j) the term "competent authority" means: 

(l) in the case of the Philippines: the Secretary of Finance or his 
authorized represelltative; 

(2) in the case of Kuwait: the Minister of Finance or an authorized 
representative ofthe Minister of Finance. 

k) the te1111 "bnsiness" includes the perfonnallce of professional servIces and 
of other activities of an independent character. 

2. As regards the application of the Convention at any time by a Contracting 
Statc, any term not defined therein shall, unless the context otherwise 
requires, have the meaning that it has at that time 1!nder the law of that State 
for the purposes of the taxes to which this Convention applies, any meaning 
under the applicable tax laws of (hat State prevailing over a meaning given to 
the term under other laws of that State. 

Article 4 
RESIDENT 

I. F"r tbe purposes of this c.onvention, the term "resident of a Contracting 
Stule" IneallS: 

a) in the case of the PhilippinGs: 

(I) if the person is a company or dt] entity which is incOIVorated, created 
or organized in the Philippines or LInder its laws anci is treated as a 
body corporate ror purposes of Philippine tax; 

m if the pcr~OIl, not being a cO!llpanj or iillt@itYl lije~ieifiil'l;i;:~I:UiWIDiV~ 
body corporate for the jlUljJoses of I' 1ilippinc tax, is T' ent of the 
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Philippines for the purposes of Philippine tax in accordance with 
domicile, residence and citizenship. 

b) in the case of Kuwait: an individual who has his domicile in Kuwait and is 
a Kuwaiti national, and a company which is incorporated or has its place 
of effective management in Kuwait. 

2. For the purposes of paragraph I, a resident of a Contracting State shall 
include all of the following: 

a) the Government of the Contracting State and any political subdivision or 
local authority thereof; 

b) any govenullental institutiop created in that Contracting State under public 
law such as a corporatiolt, Central Bank, fund, authority, foundation, 
agency or other similar entity; 

c) any entity established in that State, all the capital of which has been 
provided by that State or any political subdivision or local authority 
thereof or any govenunental institution as de tined in subparagraph (b), 
together with other states. 

3. Where by reason of the provisions of paragraph I an individual is a resident of 
both Contracting States, then his status shall be determined as follows: 

a) he shall be deemed to be a resident only of the State in which he has a 
permanent home available to him; if he has a permanent home available to 
him in both States, he shall be deemed to be a resident only of the State 
with which his person~1 and economic relations are closer (center of vital 
interests); 

b) if the State in which he has his center of vital interests cannot be 
determined, or if he has not a permanent home available to him in either 
State, he shall be deemed to, be a resident only of the State in which he has 
an habitual abode; " 

c) ifhe has an habitual abode in both States or in neither of them, he shall be 
deemed to be a resident only of the State of which he is a national; 

d) if his status calUlOt be determined under the provisions of subparagraphs 
(a) to (c), the competent authoritks of the Contracting States shall settle 
the question by mutual agreement. 

-I. Where by reason of the provisions of pmagraphs I and 2, a person other than 
an individual is a resident of both Contracting States, then it shall be deemed 
to be a resident only 01" the State in II hich it is il cowim~lf~!{)I~arIHyi,i~t1C-iJI::;-'i;--'1 

fJn!,~(:l(h' ~{l_' I-Ies DI\.'I~ro,''''' 

(Hf!C~= I.n~ L[D";, /),FfAWS 

EEP/\f{ i i~lIE~_r OF f!~:~~~~~' 0_~~,~~~1!"~~_ 
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Article 5 
PER!Y\;~NENT ESTABLISHMENT 

I. For the purposes of this Convention, the term <"permanent establishment" 
means a fixed place of business Ihrough which the business of an enterprise is 
wholly or partly canied on. 

2. The terlll "permanent establish\llent" includes especially: 

a) a place of management; 

b) a branch; 

c) an office; 

d) a factory; 

c) a workshop; and 

!) a mine, an oil or gas well, a quarry or any other place relating 10 the 
exploration, exploitation or extraction of natural resources. 

3. A building site, a construction, assembly, erection or installation project or 
supervisory activities in connection therewith carried out in a Contracting 
State, constitutes a perm~nent establishment only if such site, project or 
activities continue for a period of more than three months. 

4. The furnishing of services, including consultancy or managerial services, by 
an enterprise of a Contracting State through employees or other personnel 
engaged by the enterprise for ,such purpose, in the other Contracting State 
constitutes a permanent establishment only if activities of that nature continue 
Itlr a period or periods aggregating more than three months within any twelve

month period. 

S. An enterprise of a Contracting State shall be deemed to have a permanent 
establishment in the other Contracting State if substantial technical, 
mechanical or scientific equipment or machinery is used or installed for more 
than three lllonths within any twelve-month period, in that other Contracting 
State by, for or under contract with the enterprise. 

(,. Notwithstanding the preceding provi,;iollS of this At1icle. the terlll "permanent 
establishment" shall be deemed not to lnciude: 

a) the use of facilities soldy for the purpose of storage, display or delivery of 
goods or merchandise belonging tD the enterprise; __ .. _._._ 

III the maintenance or a stock 01 g0UUS amI 1 ~;'~~ieFlllil&ll~:iR~lfu~tlR)'Y 
enterprise solely for the pllrp(1~:e or stolage. di play or uelivc 

. , 
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c) the maintenance of a stock of goods or merchandise belonging to the 
enterprise solely for the pu~pose of processing by another enterprise; 

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

e) 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; 

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

7, Notwithstanding the provisions of paragraphs land 2, where a person - other 
than nnngent or an independent status to whom paragraph 8 applies - is acting 
in a Contrncting State on behalf of an enterprise of the other Contracting 
State, that enterprise shall be deemed to have a pcnnanent establishment in 
the first-mentioned Contracting State, in respect of any activities which that 
person ulldertak~s for the enterprise, if: 

a) he has, and habitually eXel-cises in the first-mentioned Contracting Stnte, 
an authority to conclude contracts in the name of such enterprise, unless 
the activities of such person are limited to those mentioned in paragraph (, 
which if exercised through a fixed place of business, would not make this 
fixed place of business a permanent establishment under the provisions of 
(hat paragraph; 

b) he has no such authority, but habitually maintained in the first-mentioned 
Contracting State a stock of goods or merchand!se belonging to such 
enterprise from which he regularly delivers goods or merchandise on 
behal f of such enterprise; 

c) he habitually secures orders in the first-mentioned Contracting State, 
exclusively or almost, exclusively for the enterprise itself or for such 
enterprise and other enterprises which are controlled by it or have a 
controlling interest in it; 

B. An enterprise of a Contracting State sldi not be deerllcd to have a permanent 
establishment in the other Contracting State merely because it can-ies on 
business in that other State through a broker, general commission agent or any 
other agent of an independent status, provided that such persons are ..!!.c_~~!~.llL_ 
the ordinary course of their bUSiness. Howe\' r, w!!~:;r\\fNllivttlR'I.:ijrJ @Ch"ti')i 
~gent are devoted wholly or almost wholly n 't'i~haJi~ at that enterprise and 
other <.:nteqnis-;:.-s of the ContracUng State, \\'h ell are control! )' or hl1\e a 



controlling interest ill it, he shall not be considered an agent of an independent 
status within the meaning of this paragraph. 

9. The fact that a company which is a resident of a Contracting State controls or 
is 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 permanent 
establishment or otherwise), shall not of itself constitute either company a 
permanent establishment of the other. 

Article 6 
INCOME FROM IMMOVABLE PROPERTY 

I. Income derived by a resident of a Contracting State from immovable property 
(including income from agriculture and forestry) situated in the other 
Contracting State may be taxed in that other State. 

2. The term "immovable property" shall have the llleaniug which it iJas under the 
lawaI' the Contracting State in which the property in question is situated. The 
term shall in any case include property accessory to immovable property, 
livestock and equipment used in agriculture and forestry, rights to which the 
provisions of general law respecting landed property apply, usufruct of 
immovable property and rights to variable or fixed payments as consideration 
for the working of, or the right to work, mineral deposits, sources and other 
natural resources; ships, boats and aircraft shall not be regarded as ilmnovable 
property. 

3. The provisions of paragraph I shall apply to income derived from the direct 
use, letting, or use in any other form of immovable propelfy. 

4. The provisions of paragraphs 1. and -' 
immovable property of an enterprise. 

shall also apply to the income ii-om 

--C !ii~TiFI[OTiZ lJE[;Of' ;-i- ._\ 

Article 7 
BliSINESS PROFITS 

:n, "_.,,,; ",e" ~",,'.J 
u "~crOI~ )h;:,41i'1!:;J ,:~),,,'.~IUI',j \ 
'J:' -1"/: .oF UJ~ ~~L 1.\ i- J-"~IRS 
,~,~ ~h rrt l {?'" 

OEP;'\fUMENT OF l·r'~~E.ll~~\~._~_:·_~~~.'_' ':'~ .. 

I. The protlls of an enterprise of a Lontracting State 8hallh~~-k~~I;-in that 
State unless the enterprise carries on business ill the other Contracting State 
through a permanent establIshlllent situated therein. I f the enterprise carnes 
on llusiness as :ltoresaiti, the prollts of the enterprise may he taxed 111 tile other 
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State but only so much of them as is attributable to that permanent 
establishment. 

2. Subject to the provisions of paragraph 3, where an cnterprise of a Contracting 
State carries on business 'in the other Contracting State through a permanent 
establishment situated therein, there shall in each Contracting State be 
attributed to that pcrmanent establislunent the profits which it might be 
expected to make if it were a distinct and separate enterprise engaged in the 
same or similar activities under the same or similar conditions and dealing 
wholly independently with the enterprise of which it is a permanent 
establishment. 

3. In determining the profits of a permanent establishment, there shall be allowed 
as deductions, expenses which are incurred for the purposes of the permanent 
establishment, including executive and general administrative expenses so 
incurr~d, whether in the State in which the permanent cstablishment is 
situated or elsewhere, taking into consideration any applicable law or 
regulations. 

c1-. No profits shall be attributed to a permanent establishment by reason of mere 
purchase by that permanent establishment of goods or merchandise for the 
enterprise. 

5. Insofar as it has been cust6mary in a Contracting State to determine the profits 
to be attributed to a permanent establishment on the basis of an apportionment 
of the total profits of the enterprise to its various parts, nothing in paragraph 2 
shall preclude that State from determining the profits to be taxed by such an 
apportionment as may be customary; the method of apportiomTIcnt adopted 
shall, however, be such that; the result shall be in accordance with tlte 
principles contained in this Article. 

6. For the purposes of the preceding paragraphs, the profits to be attributed to the 
permanent establishment shall be determined by the same ll1ethod year by year 
wrless there is good and sufficient reason to the contrary. 

7. vVhere profits include items of income which are dealt with separately in other 
Articles of this Convention, then the provisions of those Articles shall not be 
affected by the provisions of this -"-,-tide. 
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Article 8 
SHIPPING AND AIR TRANSPORT 

I. Profits from the operation of ships or aircraft in international traffic shall be 
taxable only in the Contracting State in which the place of effective 
management of the enterprise is situated. 

2. Notwithstanding the provisions of paragraph I, profits from sources within a 
Contracting State derived by an enterprise of the other Contracting State frol]] 
the operation of ships or ail'craft in international traffic may be taxed III the 
first-mentioned Slate but the tax so charged shall not exceed the lesser of: 

a) one and one-half per cent of the gross revenues derived Ii'Olll sources in 
that State; and 

b) the lowest rate that may be imposed on profits of the same kind derived 
under similar circumstances by a resident of a third State. 

3. For the purposes of this Article, profits from the operation of ships or aircraft 
in international traffic include all o[ the following: 

a) Plllllts from the rental on a bareboat basis of ships or aircraft; 

b) Profits from the use, maintenance or rental of containers, including t@ilers 
and related equipment foi- the transport of containers, used for the 
transport of goods or merchandise; 

where such rental or such use, maintenance or rental, as the case may be, is 
incidental to the operation of ships or aircraft in international traffic. 

'I. rLe provisions of paragraphs I and 2 shall also apply to profits derived from 
tlw participation in a pool, a joint business or an international operating 
agency. 

1_ Where 

Article 9 
ASSOCIATED ENTERPRISES 

a) an enterprise of a Contracting State parliciratcs directly or indirt>ctly in the 
management. control or capital or an enterprise of the other Contracting 
State, or ' -----~--------.-----.------

CEIH1FJHI HWE ~;[JF'Y 

lj·.1:.C"I, .... IUJ_;\1' "_" I.>! \ 'I ':. I(} \1 
OffiCi:: (H~ U~{;i\J. t\Fi \!:?S 

OEP/\WflHf.:Ni Of- f-Oi?:. N1N I\Fi':/~li;~S 
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b) the same persons pal1icipate directly or indirectly in the management, 
control or capital of an entcrprise of a Contracting State and an enteillrise 
of the other Contracting State, 

and in either case conditions are made or imposed between 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 accmed to one of the enterprises, but, by 
reason of those conditions, have not so accrued, may be included in the profits 
of that enterprise alld taxed accordingly, 

2. Where a Contracting State includes in the profits of an enterprise 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 enteillrise of the first
mentioned Statc if the conditions made between the two enterprises had been 
those which would have beeI~ made between independent enteillrises, then 
that other State shall make an appropriate adjustment to the amolint of the tax 
charged therein on those profits. In determining such adjustment, due regard 
shall be had to the other provisions of this Convention and the competent 
authorities of the Contracting States shali, If necess;mc.s.Qllsult.ga$'·,';'f\'~ri;m;·;i;--

CERTlfl ED ~ d.lL 

Article 10 
DIVIDENDS 

.~, ... I ,--!,~,t/~ 
;" .: ~ t):VI~)IG,'\1 

lHI:.,.L. , " 6i~r,'.1eS 

OI~FlU :. j< 1_'_,.1 ""'C:'l t,fF!\m;; 
Ep

lin ri\.~,f·"'-{ Ol·' J ((,II:., .1;>: _~."_~_~ ___ _ 0- /\\,1. ~:_~ __ . ___ ._~_.~ ____ _ 

I. Dividends paid by a company which is a residen 0, aCoi1tracting State to a 
resident of the other Contracting State who is the beneficial owner of such 
dividends shall be taxable only in that other State. 

The provisions of this paragraph shall not affect the taxation of the company 
in respect of the profits out of which the dividentb arc paid. 

2. However, such dividends may qlso be taxed in the Contracting State of which 
tlte company paying the dividehds is a resident and according to the laws of 
that State, but if the beneficial owner oLlIe dividends is a resident of the other 
Contracting State, the tax so charged ';hallnot exceed: 

a) 10 per cent of the gross amount or the dividends if the beneficial owner is 
a company (excluding partncrship.3j which holds dirl'ctly at least 10 per 
cent 01 the capital or tile paying clll1lpany: 
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b) 15 per cent 01 the gross amount of the dividends in all other cases. 

3. The term "dividends" as used in this Article means income from shares, 
"jouissance" shares or "jouiss3nce" rights, mining shares, founder's shares or 
other rights, not being debt-claims, participating in profits, as well as income 
from other corporate righ\S 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 paragraph I shall not apply if the beneficial owner of the 
dividends, being a resident of a Contracting State, carries on business in the 
other Contracting State of which the company paying the dividends is a 
resident through a permanent establishment situated therein and the holding in 
respect of which the dividends are paid is effectively connected with such 
permanent establishment. In such case, the provisions of Article 7 shall apply. 

5. Where a company which is a resident of a Contracting State derives profits or 
income Ii"om the other Contracting State, that other State may not impose any 
tax on the dividends paid by the company, except insofar as such dividends 
are paid to a resident of that other State who is the beneficial owner of the 
dividends or insofar as the holding in respect of which the dividends are paid 
is effectively cOllnccted with a permanent establishment situated in that other 
State, nor subject the company's undistributed profits to a tax on the 
company's undistributed profits, even if the dividends paid or the 
undistributed profits consist wholly or partly of profits or income arising in 
slIch other Contracting State. 

" Article 11 
INTEREST L .? C~·J)· ,U':;):"d II: <., ;)i ','1:,1(1:'; 

{J,'·fIC:;; UF Lf(~l't !t::r .... \':t::: 
Df::l"'/1HliH(::ra Or: Fn;?:_W?,,' /,,;-j }\'1:':) 

I. Interest anslllg in a Contracting State and paid to -a""Tcsiuent-of""thc-ctITel- -
Contracting State who is the beneficial owner of such interest shall be taxable 
only in that other Slate. 

1. HOI, ever, sllch interest lIlay abo be (":,,,,1 in the Contracting State in which it 
arises, allli according to the laws of lilat State, but if the beneficial 0\>l1Cr of 
the intel'est is a resident of the {)lher State, the tax. so charged shall not exceed 

10 per cent of the gross amollnt oJ' th~ illterest. The competent authorities of 
the Contracting States ,hall, by mutual agreement, settle the modc of 
npplicntion of this limitatio,n. 
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3. Notwithstanding the provIsiOns of paragraph 2, interest arising JI1 a 
Contracting State shall be exempt fram tax if derived by or on: 

a) the government of the other Contracting State or any governmental 
institution or other entity thereof, as defined in paragraph 2 of Article 4; 

b) an institution or company which is a resident of the other Contracting State 
whose capital is wholly owned by the government or a governmental 
institution or other entity as defined in paragraph 2 of Article 4 as agreed 
upon between the competent authorities of the two governments; 

c) loans guaranteed by the govcrmnent of the other Contracting State or any 
governmental institution or other entity thereof, as defined in paragraph 2 
of Article 4. 

4. The term "interest" as used in this Article means income from debt-claims of 
every kind, whether or not secured by mortgage and whether or not carrying a 
right to participate in the debtor's profits, and in particular. income from 
governmental securities and income fi'Olll bonds or debentures, including 
premiums and prizes attaching to such securities, bonds or debentures, as well 
as income which is subje6ted to the same taxation treatment as income [rom 
money lent by the taxation laws of the Contracting· State in which the income 
arises. Penalty charges for late payment shall not be regarded as interest for 
the purpose of this Article. 

5. The provisions of paragraphs 1 ,and 2 shall not apply if the beneficial owner of 
the intercsi, being a resident of' a Contracting State, carries on business in the 
other State in which the interest arises tlu'ough a permanent establishment 
situated therein and the debt-claim in respect of which the interest is paid is 
effecl1vely connected with such pelmanent establishment. In such case, the 
provisions of A11icle 7 shall apply. 

6. Interest shall be deemed to arise in a Contracting State when the payer is a 
resident of that State. Vvl1ere, howe,er, the person paying the interest, 
whether he is a resident of a Contracting State or not, has in a Contracting 
State a permanent establisllment in connection with which the indebtedness on 
which the interest is paid was incurred, and sllch interest is borne by such 
perlllanent estHblishment, then such interest shall be deemed to arise in the 
State in which the permanent establishment is situated. 

I 

7. Where, by reason of a special relationship between the pay~r and the 
beneticial owner or between both of tllt~m and some other person, the amount 
of the interest, ha, ing regard to the debt-claim 19!-,-~hich it is Jlaid..._~liJ:.e.edL--
the amount which would have been agreed u}I1)l£lt>nm<£n'aJdH.lJiiJ;I.M?Y 
beneficial owner ill the absel\c~ of such relati nship, the provisions of tIllS 
Article shall ilpply only to the la,Hncntioncc amount. In slich CCloC, the 

nY.Me 
C ~.\,; " ,: -'" ~: 

OfHC~ uJ~ LEL l I.ttf Al:7S 
DEI'MHMENT OF r-[);;Ulii~ Ar~.:,~(.:;_. 
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excess part of the payments shall remain taxable according to the laws of eacb 
Contracting State, due regard being had to the other provisions of this 
Convention. 

}\l-ticle 12 
ROYALTIES 

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

2. However, such royalties may also be taxed in the Contracting State in which 
1hey arise and according to the laws of that State, but if the beneficial owner 
of the royalties is a resident of the other Contracting State the tax so charged 
shall not exceed 20 per cent orthe gross amount orthe royalties. 

3. The term "royalties" as used in this Article means payments of any kmd 
received as a consideration [01;' the alienation of or the use of, or the right to 
use, any copyright of literary, artistic or scientific work including 
cinematograph films and works on films, tapes or other means of reproduction 
for use in connection with television or radio broadcasting, any patent, trade 
mark, design or model, plan, secret fonnula or process, or for the use of, or 
the right to use, industrial, commercial or scientific equipment, or for 
information (know-how) concerning industrial, commercial or scientitlc 
experience. 

4. The proviskllls of paragraphs I and 2 shall not apply if the beneficial owner of 
the royalties, being a resident of a Contracting State, carries Oil business in the 
other Contracting State in which the royalties arise through a permanent 
establishment situated in that other State and the right or property in respect of 
which the royalties are pilid is elTcctivcly connected with such permanent 
establislunent. In such case, the provisions of the Article 7 shall apply. 

5. Royalties shall be deemed to arise in a Contracting State when the payer is a 
resident of that State. Where, however, the person paying the royalties, 
whether he is a resident of a Contracting State or not, has in a Contracting 
State a permanent establishmcI)t ill connection with which the liability to pay 
the royalties \Va~ incurred, and sud\ royalties are borne by such permanent 
establishment, thell such royalties ,hall I1C iJeemed to arise in the CQntractlllg 
State in \\ hich the permanent establishment is ,ituated. 

(1. WlJere, by re300n or a special relation:;ll:p betwcn~r:pnrf.:n¥bt~eRt~~qW;;-Y
owner ()r between both or them and some otl er person. the amount ot the 
royalties, ha\'ing regard to the USG. ,j,'llt or int{Jrlnation for \\hich they are 

'~A 11':::[1//\ 
",' .... \. i:,2:, fJl\;iSIO J 

Oh-'Icr~ l1l~ I t:(i",t (\ j:r: ,\1 f':-S 
Dff'MlfME,1if OF ftHIUli,;' i\FFld1?3 
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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 last-mentioned amount. In such case, the 
excess part of the payments shall remain taxable according to the laws of eacb 
Contracting State, due regard being had to the other provisions of this 
Convention. 

Article 13 
CAPITAL GAINS 

, 
I. Gains derived by a resident df a Contracting State from the alienation of 

immovable property referred to in Article 6 and situated in the other 
Contracting State may be taxed in that other State, 

2. Gains ii'om the alienation of movable property fanning part of the business 
property of a permanent establishment which an enterprise of a Contracting 
State has in the other Contracting State, including such gains from the 
alienation of such permanent establishment (alone or with the whole 
enterprise), may be taxed in that other State. 

3. Gains from the alienation of ships or aircraft operated in international traffic 
or movable property pertaining to the operation of such ships or aircraft shall 
be taxable only in the Contracting State in which the place of effective 
management of the enterprise is situated. 

4. Gains from the alienation of any property other than that refen'cd to in 
paragraphs 1,2 and 3 shall be taxable only in the Contracting State of which 
the alienator is a resident. CEiT!I-i[~";-:i-:~(Ji;-i~op~;:-

I. Subject to the provisions of Articles 15, 17, 18 and 19, salaries, wages and 
other similar remuneration JcriveJ by a resident of a Contracting State in 
respect or an employment slJall be laxablc only in llmt State unle:;s tile 
employment is exercised in the other Contracting State. If the employment is 
so exercised. such remunerntion as derived therefrom I1lny be taxed in that 
other State. 
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2. Notwithstanding the pro,,'isions of paragraph 1, remuneration derived by a 
resident of a Contracting State in respect of an employment exercised in the 
other Contracting State shall be taxable only in the first-mentioned State if: 

a) the recipient is present in the other State for a period or periods not 
exceeding in the aggregate 183 days in any twelve-month period 
commencing or enciing in tile flscal year concerned, and 

b) the remuneration is paid by, or on behalf of, an employer who is not a 
resident of the other State, and 

c) the rellluneration is not borne by a permanent establislunent which the 

employer has in the other State. 

3. Notwithstanding the preceding provisions of this Article, remuneration 
derived in respect of dn employment exercised aboard a ship or aircraft 
operated in international traffic may be taxed in the Contracting State ill 
which the place of effective management of the enterprise is situated. 

4. Ground staff appointed to top level llnnagerial positions who are from the 
head offiee ofa national carrier ofa Contracting State to the other Contracting 
State, the number of which shall not exceed two (2), shall be exempted from 
taxes levied on their remunerations in the other State. 

Article 15 
DIRECTOR'S FEES 

Director's fees and other .similar payments derived by a resident of a 
Contracting State in his capacity as a member of the board of directors or other 
similar organ of a company which is a resident of the other Contr!!Sting~,lte.-l11ay-.
be taxed in the lirst-mcntioned State.-C'ERTIFIHJ 1 :(L!f: copy 

I. Nlll\,ithstanding the provisions of /\J1icies 7 and 14. incol11e derived by a 
resident of a Contracting State as 311 !~ntertail1er. such as a theatre, l11otion 

picture, radio and television artiste, or J musician, or as a sportsman, frol11 IllS 
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personal activities as slIch exercised in the other Contracting State, may be 
taxed in that other State. . 

2. Where income in respect of personal activities exercised by an entertainer or a 
sportsman in his capacity as such accrues not to the entertainer or the 
sportsman himself but to another person, that income may, notwithstanding 
tile provisions of Articles 7 and 14, be taxed in the Contracting State in which 
the activities of the entertainer or sportsman are exercised. 

3. The provisions of paragraphs 1 and 2 shall not apply to income derived by 
entertainers or sportsmen who arc residents of a Contracting State from 
personal activities as such exercised ill the other Contracting State if their visit 
to that other State is substantially supported from the public funds of the first
mentioned State, including those of any political subdivision, a local authority 
or statutory body thereof, nor to income derived by a non-profit making 
organization ill respect of such activities provided no part of its income is 
payable to, or is otherwise available for the personal benefit of its proprietors, 
foullders or members. 

Article 17 

PENSIONS 

Subjcct to the provisions of paragraph 2 of Article 18, pensions and other 
similar remuneration paid to a resident of a Contracting State in consideration of 
past employmcl't shall be taxable only in that State. 

Article 18 
GOVERNMENT SERVICE 

i. a) Salaries, wages and other similar p:muneration paid by a Contracting State 
or a poiitical subdivision or a local authority thereof to an individual in 
P2spect of services rendered,to that Slate or subdivision or authority shall 
be taxable <)l1ly in that State.' -CElnIFIE~--1:I(I..;E-Cf.jf')-;---

I TI' {UL Gl"j ," ..... "'{ ,11,';, nH~ ffi!/1 
tl!(~d;;f},~ \.··'\Td~,(~ ;.~i'" ~],d,\J 

OFt n:f~ (if" t~ll:1L £)(~:,\lJ;~ 

DfPJH1TME~T Of- rf':U'_/(;''''i AFFf\!f?3 _. ___ . __ .~·_·w._. , __ ._" '" ._~~ .. ~_. ___ . 
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b) However, such salaries, wages and other similar remuneration shall be 
taxable only in thc other Contracting State if the services arc rendered in 
that State and the individual is a resident of that State who: 

(I) is a national of that State; or 

(2) did not become a resident of thai State solely for the purpose of 
rendering the services. 

2. a) Notwithstanding the provisions of paragraph I, pensions and orhcr similar 
remuneration paid by, hr out of funds cleated by, a Contracting State or a 
political subdivision or a local a\lthority thereof to an individual in respect 
of services rendered to that State or subdivision or authority shall be 
taxable only in that State. 

b) However, such pension alll! other similar remuneration shall be taxable 
only in the other ContractiIl'g State if the individual is a resident ot: and a 
national of, that State. 

3. The provisions of Articles 14, 15, 16 and 17 shall apply to salaries, wages, 
pensions, and other similar reilluneration in respect of services rendered in 
connection with a business carried on by a Contracting State or a political 
subdivision or a local authority thereof. 

Article 19 
TEACHERS AND RESEARCHERS 

An individuall'lho is or was immediately before visiting a Contracting State 
a resident of the other Contracting State and who, at the invitation of tbe 
Government of the tirst-mentioned State or of J university, college, sChool, 
museum, or other cultural institution in ~hat lIrsHnentioncd State or under an 
official prograllUlle of cultural exchange, is present in that State for a period not 
exceeding two consecutive years' solely flU' the~ purpose 0f teaching, giving 
lectures, or carrying out research at such institution shall be exempt from tax 111 

tilnt State 011 his ('emulleratioll for such activety. 

~-H'''' -, ~ l' 
L ~,.GJ!),· '." ',fiLS ('J\'i'.IO,',j 

OJ-r'"!Cr~ Uf" ,l _,!lIIL /:>,i-!~,c\U:E; 
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Article 20 
STUDENTS AND TRAINEES 

I. Paymenls which a studeni or business trainee who is or was inul1ediately 
before visiting a Contracting State a resident of the other Contracting State 
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 shall not be taxed in that State. 

, 
2. Notwithstanding the provisions"ofparagraph I, remuneration which a student 

or business trainee who i3 or was immediately before visiting a Contractmg 
State a r~sident of the other Contracting State and who is present in tbe first
mentioned State solely for the purpose of his education or training derives 
!i'0111 tempol'Ul'y se\\'ices rendered in the first-mentioned State shall not be 
taxed ill tlIdt Slate for an aggregate period of not more than 4 years 1'1'0111 the 
elate of his first arri':al, rrovieleel that such services are in connection \V ith his 
education 01' Irainint; and that the remuneration for such services is necessary 
(0 supplement the resources available to him for the purpose of his 
maintenance. 

Article 21 
OTHER INCOME 

I. ttelns of ir1L'()\l1c of a resident of a Contracting State, wherever arising, llot 
oeal! "vitll in ;he foregoing Acticles of this Convention shall be taxable only In 

that State. 

2. The provision,; of' paragraph I shall not apply to income, other than income 
fi'om immovable property as detlned in paragraph 2 of Article 6, if the 
recipient of such income, being a resident of a Contracting State, carries on 
bU:1incss in the other Contracting State through a permanent establishment 
,ituatcd therein and the right or proper1y in respect of which the income is 
paid is effectively connected with such permanent establishment. In such case 
the provision of Article 7 shall appl)'. 
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Article 22 
ELIMINATION OF DOUBLE TAXATION 

1. The laws in force in either of tHe Contracting States shall continue to govern 
the tax(ltion in the respective Contracting States except where the provisions 
to the contrary are made in this Convention. 

2. It is agreed tbat double taxation shall be avoided in accordance with the 
following paragraphs of this A!ticle: 

a) In the case of thc Philippines: 

Subject to the laws of the Philippines and the limitations thereof regarding 
the allowance of a credit against Philippine tax of tax payable in any 
COlll1try other than the Philippines, Kuwaiti tax payable in respect of 
iecome derived from Kuwait shall be allowed as credit against Philippine 
tax payable in respect o~ that income. 

b) In the case of Kuwait: 

Where a resident of Kuwait derives income which, in accordance with the 
provisions of this Convention, may be taxed in both the Philippines and 
Kuwait, Kuwait shall allow as a deduction from the tax on the income of 
that resident, an amount equa'l to the income tax paid in the Philippines; 

Such deduction in either case shall not, however, exceed that part of the 
tax 011 income, as computed before the deduction is given, which is 
attributable, as the case may be, to the income which may be taxed in the 
Philippines. 

3. For the purposes of allowance as a credit in a Contracting State, the tax paid 
in the other Contracting State shell include the tax which is otherwise payable 
in that other State, but has been waived or reduced in accordance with the 
special investment incentive laws or measures designe_QtO-PJ:.9mot~J:.\:.QI1Q!!liL _____ . ___ . ___ _ 
development in that other State. CERTlFIFn TlnH: COPY 

Artid~ 23 
NON-DISCRIMINATION 

".,,-,' \,. ~,,, \~. ru~ [Mil 
tJlI?E(;1 " .un I S!OI'IJ 
OFfJCI~ v;" 1.<"i;nL I\Fr.Ali·?S 

OEPJlRTME,1!T ,IF j'O:H,ll;;1i M;f!\II~:i 

I. Imli> idunlo posscssing the nilli,onaiil; of a Contracting State shall not be 
subjected in the otbe! Contracting SWte to any ta~ation or any requiremcnt 
connected therewith which is more burdensome th311 the taxatiol1 and 
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connected requirements to which individuals possessing the nationality of that 
other State 1I1 the same circumstances are or may be subjected. 

2. The taxation on a permanent establishment which an enterprise of a 
Contracting State has in the other Contracting State shalillot be less favorably 
levied in that other State than the taxation levied 011 enterprises of third states, 
can-ying on the same activities in the same circuIl1stances. This provision 
shall not be construed as obliging a Contracting State to grant to residents of 
the other State any personal allowances, relieves and reductions for taxation 
purposes on account of civil status or family responsibilities which it grants to 
its own residents. 

3. Enterprises of a Contracting State, the capital of which is wholiy or partly 
owned or controlled, directly or indirectly, by one or more resider-ts of the 
other Contracting State, shall not be subjected in the first-mentioned State to 
allY taxation or any requirement connected therewith which is other or more 
burdensome than the taxation ;and cOl1l1ected requirements to which other 
similar enterprises the capital of which is wholly or partly owned or controlled 
directly or indirectly by one or more residents of any third states are or !l'.ay be 
subjectcu. 

4. Nothing in this Article shall be interpreted as imposing a legal ouligatiol1 on a 
Contracting State to extend to the residents of the other Contractlllg State, the 
benefit of any treatment, preference or privilege which may be accorded to 
any third state or its residents by virtue of the formation of a customs union. 
economic union, a free trade area or any regional or sub-regiunal arrangement 
relating wholly or mainly to taxation or movement of capital 10 whIch such 
the first-lllentioned State may he a party. 

5. In this Article, the terill "t'!xation" means taxes whi£E~I~J!~<:...~ubl"_~!._ of.tl1,i§_ ..... _____ _ 
Convention. CE!~ n fl [I) r;,)E COP Y 
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Article 24 U:i?~\:,("; ,,'''1',/0', \ 

MUTUAL AGREEMENT I'ROCE MJ~1h~;~N~'~" ',1 i!/ :\~';~'lrl" - ----- - -- ---- -- ~ ------- - ._--

I. \Vhere a person considers that the adolls of one 01' both of the Contracting 
Stntes result or ivill result for him taxation not in accordance with the 
provisions of this Convention, he 111ay, irrespective of the remedies provided 
hy the dOlilcstic law of thc,;e Stales. iJresent his case to the competent 

authDiity uf the Contracting State (If ',\ilich he is a resident or, if his case 
comes under par~grapil I· of r\rtidc ~3. to (ilat of the Contracting State of 
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which he is a national. The case must be presented within three years from 
the nrst notiticatioll of the actioll resulting in taxation not in accordance with 
the provisions of this Convention. 

2. The competent authority shall cndeavor, if the objection appears to It to be 
justified and if it is not itself able to arrive at a satisfactory solution, to resolve 
the case by mutual agreement with the competent authority of the other 
Contracting State, with a view to the avoidance of taxation which is not in 
accordance with this Convention. Any agreement reached shall be 
implemented notwithstanding any tilne limits in the domestic law of the 
Contracting States. 

3. The competcnt authorities of the Contracting States shall endeavour to resolve 
by mutual agreement any difficulties or doubts arising as to the interpretation 
or application of this Convention. They may also consult together for the 
elimination of double taxation in cases not provided for in the Convention. 

4. The competent authorities of the Contracting States may communicate with 
each other directly, inciuding tlu'ough a joint commission consisting of 
themselves or their repre.sentatives, for the purpose of reaching an agreement 
in the sense of the preceding paragraphs. 

Article 25 
EXCHANGE OF INFOR.MATION 

1. The competent authorities of the Contracting States shall exchange such 
infonnallon as is necessary for c,arrying out the provisions of this Convention 
or of the domestic laws of the Contracting States concerning taxes covered by 
this Convention insofar as the taxation thereunder is not contrary to this 
Convention. Any information recelved by a Contracting State shall be treated 
as secret in the same manner as information obtained under the domestic laws 
of that Contracting State and shall be disciosed only to persons or authorities 
(including cOllrts and admini,trative bodies) involved in the assessment or 
collection of, the enforcement C't l'rosecution in respect of. or the 
determination of appeals in relation to, tl,~ taxes covered by this Convention. 
Such pel'sons 01' authorities sl1.11 U'C tiE' inforl11~tion only for sllch pUnJOSCS. 

They may disclose the infcrmatl'lI1 ii, [lllu!ic court proceeJings or in judicial 
decisions. 
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2. [n no case shall the provisions of paragraph I be construed so as to impose 011 

a Contracting State the obligation: 

a) to carry out administrative measures at variance with the laws or 
administrative practices of that or of the other Contracting State; 

, 
b) to supply informatiotJ whicl\ is not obtainable under the laws or in the 

normal course of the administration of that or of the other COlltracting 
State; 

c) to supply information which would disclose any trade, business, industrial, 
commercial or professional secret or trade process, or mfonnatlOn, the 
disclosure of which would be contrary to public policy (ordre public). 

Article 26 
MISCELLANEOUS RULES 

I. The provisions of this Convention shall not be construed to restrict in any 
manner any e"elusion, exemption, deduction, credit or other allowance now or 
hereafter accorded either: 

a) by the laws of a Contracting State in the determination of the tax imposed 
by that State; 

lJ) by any other special arrangement on taxation in connection with the 
economic or technical cooperation between the Contracting States: 

2. The competent authorities of each Contracting State may prescribe Iegulations 
in order to calTY out the provisions of this Convention. 

Article 27 
:\1E:\IBERS OF' DIPLOMATIC MISSIONS AND CONSULAR POSTS 

Notbing in tbis COl1vcntion:shdil affect the fiscal privileges of members of a 
diplomatic mi~sioll, a consular post or an international organization under the 
general rules of international law or under the provIsions of special 
agreements. 
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Article 28 
ENTRY INTO FORO: 

I. Each of the Contracting States shall notify the other of the completion of its 
constitutional procedures for the entry into torce of this Convention. This 
Convcntion shall enter into force on the date of the later of these notifications 
and its provisions shall therenpon have effect in both Contracting States: 

a) in respect of taxes withheld at source, for amounts paid or credited on 
income patd to non-residents on or after the first day of January in thc 
calendar year next. following that in which the Convention enters into 

force; 

b) in respect of other taxes,' on income in any for taxable year beginning on or 
after the first day of January in the calendar year next following that ill 
which the Convention enlers into force. 

, , 

Article 29 
DURATION AND TERMINATION 

This Convention shall rcmain in force lor a pennd of fi ve years and shall 
\~ontil1ue in force thereafter for a similar period l'r periods unless either 
('()!ltracting State notifies the other in writing, six months before the expiry of the 
initial or any subsequent period, of its intention to terminate this Convention. In 
'HICh event, this COllvention shall cease to have effect in both Contracting States: 

a) in respect of taxes withheld at source, for amounts paid or credited on or 
after the fIrSt day of January of the year next following that in which the 

notice of lermination is given; 

b) in respect of other taxes, for the taxable periods beginning on or after the 
first day of January of the year next following that in which the notice of 

termination is given. 

'~ / ~'jv/:\ 
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IN WITNESS WHEREOF the respective plenipotentiaries of both Contracting 
Slates have signed this Convention. 

Done al Kuwait this 151h dayofThulqida 1430 H corresponding to the 3'd 
day of November 2009, in two originals, in the English and Arabic languages, 
all texls being equally authentic. In case of divergency, lhe English text shall 
prevail. 

For The 

Government of The Republic 

of The Philippines 

r~~h'{1r 

, , 

Ricardo M, Endaya 

Ambassador ExtmorJinary and 
Plenipotenliary of The Republi,c 

of The Philippines in 

The State of Kuwait 

For The 

Government of The 

State of Knwait 

Khalifa :\1. Hamada 

Undersecretary For 

Ministry of Finance 
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