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4.4 Pensions 
 
The basic rule of Article 18 of the Convention says that pensions and similar remuneration are taxable only 
in the Contracting State from which they originate, no matter where the person resides. 
 
Further information for retirees living abroad, as well as the fiscal treatment of pensions, is provided by the 
Austrian National Pension Administration (Pensionsversicherungsanstalt, PVA)3.  
 
 
Example 6: 
 
Professor F, based in Austria, receives a pension from the University of Toronto. Professor F’s pension is 
taxable in Canada. 
 
 

4.5 Alimonies 
 
Alimonies are defined as periodic payments made pursuant to a written separation agreement or a decree of 
divorce, separate maintenance, or compulsory support. They, like pensions, are regulated in Article 18 of the 
Convention. Alimonies and similar payments are taxable in the Contracting State in which the person 
receiving the payment resides. 
 
 

5 Students/Apprentices/Trainees 
 
Special rules for students, apprentices, and trainees are regulated in Article 20 of the Convention. Basically, 
students, apprentices, and trainees are exempt from taxation in the Contracting State under the following 
conditions: 
 

• Either: Purpose of stay is full-time education  
• Or: Purpose of stay is full-time training  

 
AND (full-time education OR full-time training) 
 

                                                        
3 Document in German:  
http://www.pensionsversicherung.at/mediaDB/537709_11 - Versteuerung von Pensionen.pdf 
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• The student/apprentice/trainee is a resident in the other Contracting State or was a resident before the 
beginning of his studies, apprenticeship or traineeship, and 

• he/she receives payments from sources in the other Contracting State, and 
• these payments are for hishe/her maintenance, education, or training.  

 
Example 7: 
 
Student G, based in Salzburg, begins full-time study at McGill University in Canada. Student G receives a 
scholarship from the Ministry of Science and Research (BMWF) in the amount of € 3,000. per month. The 
scholarship is exempt from taxation in Canada. This rule also applies, if student A should move his place of 
residence to Canada.  
 
If Student G receives € 2,000. a month from his parents for his maintenance, he also does not have to pay 
taxes on this amount. 
 
If Student G takes on a side job in Canada, he has to pay taxes on his earnings in Canada according to Article 
15 of the Convention. This income is also subject to taxation in Austria, but Canadian taxes are deducted 
from Austrian taxes to avoid double taxation.  
 
 
Example 8: 
 
Student H, an Austrian citizen based in Austria, studies in Canada for a year. She receives a scholarship from 
a Canadian institution. Student H has to pay taxes on her scholarship in Canada. This income is also subject 
to taxation in Austria, but Canadian taxes are deducted from Austrian taxes to avoid double taxation.  
 
 

6 Avoiding Double Taxation 
 
According to Article 23 of the Convention, and the exemption method used in the Convention, the taxes paid 
in one Contracting State are deducted from the taxes to be paid in the State of Residence (“Tax Credit 
Method”). Following the Tax Credit Method, the Country of Residence maintains the right to taxation of a 
person’s world income. The actual taxes paid in a foreign country (Source Country) will be deducted from 
the taxes to be paid in the country of residence. Also, Canada deducts the taxes paid in Austria. 
 
In practice, the Tax Credit Method is limited in several ways: 
 

 The taxpayer has to make use of all options of tax benefits in the source country. If the 
taxpayer neglects any options, the deductible tax refund will not be deducted from his or her 
taxes in the country of residence. 
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 The maximal amount of deducted taxes corresponds to the amount of taxes actually paid in 
the foreign country.  

 The tax credit cannot be higher than the sum, with which foreign incomes are pro -rata 
taxable under the Austrian Income Tax. The tax credit cannot be higher than the average 
Austrian tax burden for foreign incomes. The maximum contribution for tax credit has to be 
calculated with the following formula4:  

 

 
 

                                                        
4 VwGH 22/2/1994, 93/14/0202, to be found (in German) on: 
http://www.ris2.bka.gv.at/Dokument.wxe?QueryID=Vwgh&Dokumentnummer=JWR_1993140202_19940222X01&W
xeFunctionToken=eea0f2a6-da9e-459c-8260-821ab02bb50c 


