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CONVENTION

The President of the United States of America and His Majesty the King
of Sweden, being desirous of avoiding double taxation and of establishing
rules of reciprocal administrative assistance in the case of income and other
taxes, have decided to conclude a Convention and for that purpose have
appointed as their respective Plenipotentiaries:

The President of the United States of America:
Sumner Welles, Acting Secretary of State of the United States of America;
and

His Majesty the King of Sweden:
W. Bostrém, Envoy Extraordinary and Minister Plenipotentiary at Wash-
ington; '

who, having communicated to one another their full powers found in
good and due form, have agreed upon the following Articles:

Article 1
The taxes referred to in this Convention are:
(a) In the case of the United States of America: -

(1) The Federal income taxes, including surtaxes and excess-profits
taxes.

*15 UST 1824; TIAS 5656.
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(2) The Federal capital stock tax.
(b) In the case of Sweden:

(1) The National income and property tax, including surtax.
(2) The National special property tax.
(3) The communal income tax.

It is mutually agreed that the present Convention shall also apply to any
other or additional taxes imposed by either contracting State, subsequent
to the date of signature of this Convention, upon substantially the same bases
as the taxes enumerated herein.

The benefits of this Convention shall accrue only to citizens and residents
of the United States of America, to citizens and residents of Sweden and
to United States or Swedish corporations and other entities.

Article I1

An enterprise of one of the contracting States is not subject to taxation by
the other contracting State in respect of its industrial and commercial profits
except in respect of such profits allocable to its permanent establishment in
the latter State. The income thus taxed in the latter State shall be exempt
from taxation in the former State.

No account shall be taken, in determining the tax in one of the contracting
States, of the mere purchase of merchandise effected therein by an enterprise
of the other State.

The competent authorities of the two contracting States may lay down
rules by agreement for the apportionment of industrial and commercial
profits.

Article 11T

When an enterprise of one of the contracting States, by reason of its partici-
pation in the management or capital of an enterprise of the other contracting
State, makes or imposes on the latter in their commercial or financial rela-
tions conditions different from those which would be made with an inde-
pendent enterprise, any profits which should normally have appeared in the
balance sheet of the latter enterprise but which have been in this manner
diverted to the former enterprise may, subject to applicable measures of
appeal, be incorporated in the taxable profits of the latter enterprise. In such
case consequent rectifications may be made in the accounts of the former
enterprise.

Article 1V

Income which an enterprise of one of the contracting States derives from
the operation of ships or aircraft registered in that State is taxable only in
the State in which registered. Income derived by such an enterprise from
the operation of ships or aircraft not so registered shall be subject to the
provisions of Article II.
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Article V

Income of whatever nature derived from real property, including gains
derived from the sale of such property, but not including interest from mort-
gages or bonds secured by real property, shall be taxable only in the con-
tracting State in which the real property is situated.

Article VI

Royalties from real property or in respect of the operation of mines, quar-
ries, or other natural resources shall be taxable only in the contracting State in
which such property, mines, quarries, or other natural resources are situated.

Other royalties and amounts derived from within one of the contracting
States by a resident or by a corporation or other entity of the other contracting
State as consideration for the right to use copyrights, patents, secret processes
and formulas, trade-marks and other analogous rights, shall be exempt from
taxation in the former State. '

Article VII*®

1. Dividends shall be taxable only in the contracting State in which the
shareholder is resident or, if the shareholder is a corporation or other entity,
in the contracting State in which such corporation or other entity is created
or organized; provided, however, that each contracting State reserves the
right to collect and retain (subject to applicable provisions of its revenue
laws) the taxes which, under its revenue laws, are deductible at the source,
but not in excess of 10 per centum of the amount of such dividends. For
the purposes of this Article the National income and property tax imposed
by Sweden shall be deemed to be a tax deducted at the source.

2. Notwithstanding the provisions of Article XXII of this Convention,
the provisions of this Article may be terminated by either of the contracting
States at the end of two years from the date upon which this Convention
enters into force or at any time thereafter, provided at least six months’
prior notice of termination is given, such termination to become effective on
the first day of January following the expiration of such six-month period.
In the event the provisions of this Article are terminated, the provisions of—

(1) Article XIII (2), in so far as they relate to the special property tax
imposed by Sweden upon sharesin a corporation;

(2) Article XIV (b)(2), relating to the allowance of an additional
deduction from taxes on dividends; and '

(3) Article XVI, in so far as they relate to exchange of information with
respect todividends,

* For new provisions replacing art. VII, see convention of Oct. 22, 1963 (15 UST 1824;
TIAS 5656). ’
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will likewise terminate.
Article VIII?

Interest on bonds, notes, or loans shall be taxable only in the contracting
State in which the recipient of such interest is a resident or, in the case of
a corporation or other entity, in the State in which the corporation or other
entity is created or organized; provided, however, that each contracting
State reserves the right to collect and retain (subject to applicable provisions
of its revenue laws) the taxes which, under its revenue laws, are deductible
at the source.

Article IX

Gains derived in one of the contracting States from the sale or exchange
of capital assets by a resident or a corporation or other entity of the other
contracting State shall be exempt from taxation in the former State, pro-
vided such resident or corporation or other entity has no permanent estab-
lishment in the former State.

Article X

Wages, salaries and similar compensation and pensions paid by one of
the contracting States or by the political subdivisions or territories or posses-
sions thereof to individuals residing in the other State shall be exempt from
taxation in the latter State.

Private pensions and life annuities * derived from within one of the con-
tracting States and paid to individuals residing in the other contracting
State shall be exempt from taxation in the former State.

Article XI

(a) Compensation for labor or personal services, including the practice
of the liberal professions, shall be taxable only in the contracting State in
which such services are rendered.

(b) The provisions of paragraph (a) are, however, subject to the fol-
lowing exceptions:

A resident of Sweden shall be exempt from United States tax upon com-
pensation for labor or personal services performed within the United States
of America if he falls within either of the following classifications:

1. He is temporarily present within the United States of America for a
period or periods not exceeding a total of one hundred eighty days during
the taxable year and his compensation is received for labor or personal

® For new provisions replacing art. VIII, see convention of Oct. 22, 1963 (15 UST 1824;
TIAS 5656).
* For an understanding relating to the term “life annuities,” see protocol, p. 819.
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services performed as an employee of, or under contract with, a resident
or corporation or other entity of Sweden; or

2. He is temporarily present in the United States of America for a pe-
riod or periods not exceeding a total of ninety days during the taxable

year and the compensation received for such services does not exceed
$3,000.00 in the aggregate.

In such cases Sweden reserves the right to the taxation of such income.

(¢) The provisions of paragraph (b) of this Article shall apply, mutatis
mutandis, to a resident of the United States of America deriving compen-
sation for personal services performed within Sweden.

(d) The provisions of paragraphs (b) and (c) of this Article shall have
no apphcanon to the professional earnings of such individuals as actors,
artists, musicians and professional athletes.

(e) The provisions of this Article shall have no application to the in-
come to which Article X relates.

Article XII°

Students or business apprentices from one contracting State residing in
the other contracting State exclusively for purposes of study or for acquiring
business experience shall not be taxable by the latter State in respect of
remittances received by them from within the former State for the purposes
of their maintenance or studies.

Article XIII

In the case of taxes on property or increment of property the following
provisions shall be applicable:

(1) If the property consists of :

(a) Immovable property and accessories appertaining thereto;
(b) Commercial or industrial enterprises, including maritime ship-
ping and air transport undertakings;

the tax may be levied only in that contracting State which is entitled under
the preceding Articles to tax the income from such property.

(2) Inthe case of all other forms of property, the tax may be levied only
in that contracting State where the taxpayer has his residence or, in the
case of a corporation or other entity, in the contracting State where the
corporation or other entity has been created or organized.

The same principles shall apply to the United States capital stock tax with
respect to corporations of Sweden having capital or other property in the
United States of America.

® For new provisions replacing art. XII, see convention of Oct. 22, 1963 (15 UST 1824;
TIAS 5656).
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Article XIV ©
It is agreed that double taxation shall be avoided in the following manner:

(a) Notwithstanding any other provision of this Convention, the United
States of America in determining the income and excess-profits taxes, in-
cluding all surtaxes, of its citizens or residents or corporations, may include in
the basis upon which such taxes are imposed all items of income taxable
under the revenue laws of the United States of America as though this Con-
vention had not come into effect. The United States of America shall,
however, deduct the amount of the taxes specified in Article I(b) (1) and
(3) of this Convention or other like taxes from the income tax thus computed
but not in excess of that portion of the income tax liability which the tax-
payer’s net income taxable in Sweden bears to his entire net income.

(b)(1) Notwithstanding any other provision of this Convention, Swe-
den, in determining the graduated tax on income and property of its resi-
dents or corporations or other entities, may include in the basis upon which
such tax is imposed all items of income and property subject to such tax under
the taxation laws of Sweden. Sweden shall, however, deduct from the tax so
calculated that portion of such tax liability which the taxpayer’s income and
property exempt from taxation in Sweden under the provisions of this Con-
vention bhears to his entire income and property.

(2) There shall also be allowed by Sweden from its National income
and property tax a deduction offsetting the tax deducted at the source in
the United States of America, amounting to not less than 5 per centum of
the dividends from within the United States of America and subject to such
tax in Sweden. It is agreed that the United States of America shall allow a
similar credit against the United States income tax liability of citizens of
Sweden residing in the United States of America.

Article XV

With a view to the more effective imposition of the taxes to which the
present Convention relates, each of the contracting States undertakes, subject
to reciprocity, to furnish such information in the matter of taxation, which
the authorities of the State concerned have at their disposal or are in a posi-
tion to obtain under their own law, as may be of use to the authorities of the
other State in the assessment of the taxes in question and to lend assistance in
the service of documents in connection therewith. Such information and cor-
respondence relating to the subject matter of this Article shall be exchanged
between the competent authorities of the contracting States in the ordinary
course or on demand.

° Ij'or understandings relating to art. XIV, see protocol, p. 819;, for new provisions re-
placing art. XIV(b), see convention of Oct. 22, 1963 (15 UST 1824; TIAS 5656).
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Article XVI

1. In accordance with the preceding Article, the competent authorities
of the United States of America shall forward to the competent authorities
of Sweden as soon as practicable after the close of each calendar year the
following information relating to such calendar year:

(a) The names and addresses of all addressees within Sweden deriving
from sources within the United States of America dividends, interest, royal-
ties, pensions, annuities, or other fixed or determinable annual or periodical
income, showing the amount of such income with respect to each addressee;

(b) Any particulars which the competent United States authorities may
obtain from banks, savings banks or other similar institutions concerning
assets belonging to individuals resident in Sweden or to Swedish corporations
or other entities;

(c) Any particulars which the competent United States authorities may
obtain from inventories in the case of property passing on death concerning
debts contracted with individuals resident in Sweden or Swedish corpora-
tions or other entities.

2. The competent authorities of Sweden shall forward to the competent
authorities of the United States of America as soon as practicable after the
close of each calendar year the following information relating to such calen-
dar year:

(a) The particulars contained in the forms delivered to the Swedish
authorities in connection with the payment to individuals or corporations or
other entities whose addresses are within the United States of America of
dividends on shares in a corporation or participation certificates in coopera-
tive societies, and interest on bonds or other similar securities;

(b) The particulars contained in permits accorded to individuals resi-
dent in the United States of America or to United States corporations or
other entities to enable them to acquire for business purposes immovable
property situated in Sweden;

(c¢) Any particulars which the central Swedish authorities may obtain
from banks, savings banks or other similar institutions concerning assets be-
longing to individuals resident in the United States of America or to United
States corporations or other entities;

(d) Any particulars which the central Swedish authorities may obtain
from inventories in the case of property passing on death, concerning debts
contracted with individuals resident in the United States of America, or
United States corporations or other entities;

(e) Alist of the names and addresses of all United States citizens resident
in the United States of America who have made declarations to the Central
Committee in Stockholm in charge of the taxation of taxpayers not resident
in Sweden for purposes of the Swedish tax on income and property;

308-582—73—-53
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(f) Particulars concerning annuities and pensions, public or private, paid
to individuals resident in the United States of America.

Article XV1I

Each contracting State undertakes, in the case of citizens or corporations
or other entities of the other contracting State, to lend assistance and support
in the collection of the taxes to which the present Convention relates, together
with interest, costs, and additions to the taxes and fines not being of a penal
character. The contracting State making such collection shall be respon-
sible to the other contracting State for the sums thus collected.

In the case of applications for enforcement of taxes, revenue claims of each
of the contracting States which have been finally determined shall be accepted
for enforcement by the other contracting State and collected in that State
in accordance with the laws applicable to the enforcement and collection of
its own taxes. The State to which application is made shall not be required to
enforce executory measures for which there is no provision in the law of the
State making the application.

The applications shall be accompanied by such documents as are required
by the laws of the State making the application to establish that the taxes
have been finally determined.’

If the revenue claim has not been finally determined the State to which
application is made may, at the request of the other contracting State, take
such measures of conservancy as are authorized by the revenue laws of the
former State.

Article XVIII

The competent authority of each of the contracting States shall be entitled
to obtain, through diplomatic channels, from the competent authority of the
other contracting State, particulars in concrete cases relative to the applica-
tion to citizens or to corporations or other entities of the former State, of the
taxes to which the present Convention relates. With respect to particulars in
other cases, the competent authority of each of the contracting States will
give consideration to requests from the competent authority of the other
contracting State,

Article XI1X

In no case shall the provisions of Article XVII, relating to mutual assist-
ance in the collection of taxes, or of Article XVIII, relating to particulars in
concrete cases, be construed so as to impose upon either of the contracting
States the obligation

(1) to carry out administrative measures at variance with the regulations
and practice of either contracting State, or

" For an understanding regarding the term “finally determined,” see protocol, p- 820.
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(2) to supply particulars which are not procurable under its own legisla-
tion or that of the State making application.

The State to which application is made for information or assistance shall
comply as soon as possible with the request addressed to it. Nevertheless, such
State may refuse to comply with the request for reasons of public policy or if
compliance would involve violation of a business, industrial or trade secret or
practice. In such case it shall inform, as soon as possible, the State making
the application.

Article XX

Where a taxpayer shows proof that the action of the revenue authorities of
the contracting States has resulted in double taxation in his case in respect of
any of the taxes to which the present Convention relates, he shall be entitled
to lodge a claim with the State of which he is a citizen or, if he is not a citizen
of either of the contracting States, with the State of which he is a resident, or,
if the taxpayer is a corporation or other entity, with the State in which it is
created or organized. Should the claim be upheld, the competent authority of
such State may come to an agreement with the competent authority of the
other State with a view to equitable avoidance of the double taxation in

question.
Article XXI

The competent authorities of the two contracting States may prescribe
regulations necessary to interpret and carry out the provisions of this Con-
vention. With respect to the provisions of this Convention relating to ex-
change of information, service of documents and mutual assistance in the
collection of taxes, such authorities may, by common agreement, prescribe
rules concerning matters of procedure, forms of application and replies
thereto, conversion of currency, disposition of amounts cellected, minimum
amounts subject to collection and related matters.

Article XXII

The present Convention shall be ratified, in the case of the United States
of America, by the President, by and with the advice and consent of the
Senate, and in the case of Sweden, by His Majesty the King, with the consent
of the Riksdag. The ratifications shall be exchanged at Stockholm.

This Convention shall become effective on the first day of January follow-
ing the exchange of the instruments of ratification and shall apply to income
realized and property held on or after that date. The Convention shall
remain in force for a period of five years and indefinitely thereafter but may
be terminated by either contracting State at the end of the five-year period
or at any time thereafter, provided at least six months’ prior notice of termi-
nation has been given, the termination to become effective on the first day
of January following the expiration of the six-month period.
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In witness whereof the respective Plenipotentiaries have signed this Con-
vention and have affixed their seals hereto.

Done in duplicate, in the English and Swedish languages, both authentic,
at Washington, this twenty-third day of March, nineteen hundred and
thirty-nine.

For the President of the United States of America:

SuMNER WELLES [sEAL]
For His Majesty the King of Sweden:
W. BosTrOM [sEAL]
ProTocor ®

At the moment of signing the Convention for the avoidance of double
taxation, and the establishment of rules of reciprocal administrative assistance
in the case of income and other taxes, this day concluded between the United
States of America and Sweden, the undersigned plenipotentiaries have agreed
that the following provisions shall form an integral part of the Convention:

1. As used in this Convention:

(a) The term “permanent establishment” includes branches, mines and
oil wells, plantations, factories, workshops, warehouses, offices, agencies,
installations, and other fixed places of business of an enterprise but does not
include the casual or temporary use of merely storage facilities. A permanent
establishment of a subsidiary corporation shall not be deemed to be a perma-
nent establishment of the parent corporation. When an enterprise of one of
the contracting States carries on business in the other State through an em-
ployee or agent, established there, who has general authority to contract for
his employer or principal, it shall be deemed to have a permanent establish-
ment in the latter State. But the fact that an enterprise of one of the con-
tracting States has business dealings in the other State through a bona fide
commission agent, broker or custodian shall not be held to mean that such
enterprise has a permanent establishment in the latter State.

(b) The term “enterprise” includes every form of undertaking whether
carried on by an individual, partnership, corporation, or any other entity.

(c) The term “enterprise of one of the contracting States” means, as the
case may be, “United States enterprise” or “Swedish enterprise”.

(d) The term “United States enterprise” means an enterprise carried
on in the United States of America by a resident of the United States of
America or by a United States corporation or other entity; the term ‘“United
States corporation or other entity” means a partnership, corporation or other
entity created or organized in the United States of America or under the law

® For new provisions replacing parts of paras. 1 and 6 and paras. 7 and 13, see conven-
tion of Oct. 22, 1963 (15 UST 1824; TIAS 5656).
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of the United States of America or of any State or Territory of the United
States of America.

(e) The term “Swedish enterprise” is defined in the same manner,
mutatis mutandis, as the term “United States enterprise”.

2. 'The term “corporation” includes associations, joint-stock companies,
and insurance companies.

3. A citizen of one of the contracting States not residing in either shall
be deemed, for the purpose of this Convention, to be a resident of the con-
tracting State of which he is a citizen.

When doubt arises with respect to residence or with respect to the taxable
status of corporations or other entities, the competent authorities of the two
contracting States may settle the question by mutual agreement.

4. The provisions of Swedish law concerning the taxation of the undivided
estates of deceased persons shall not apply where the beneficiaries are directly
liable to taxation in the United States of America.

5. The term “life annuities” referred to in Article X of this Convention
means a stated sum payable periodically at stated times during life, or
during a specified number of years, under an obligation to make the payments
in consideration of a gross sum paid for such obligation.

6. The Swedish so-called “fees tax” (bevillningsavgift for vissa offentliga
forestillningar) based on gross income in so far as it affects such individuals
as actors, artists, musicians and professional athletes shall be deemed to be an
income tax for the purposes of Article XIV (a).

The credit for taxes provided in Article XIV shall have no application to
taxes deducted at the source from dividends and interest except to the extent
provided in paragraph (b) (2) of that Article.

In the application of the provisions of this Convention the benefits of
section 131 of the United States Revenue Act of 1938, relating to credits for
foreign taxes, shall be accorded, but the credit provided for in Article XIV
(a) shall not extend to United States excess-profits taxes nor to the surtax
imposed on personal holding companies.

7. Citizens of each of the contracting States residing within the other
contracting State shall not be subjected in the latter State to other or higher
taxes than are imposed upon the citizens of such latter State.

8. The provisions of this Convention shall not be construed to deny
or affect in any manner the right of diplomatic and consular officers to
other or additional exemptions now enjoyed or which may hereafter be
granted to such officers, nor to deny to either of the contracting States the
right to subject to taxation its own diplomatic and consular officers.

9. The provisions of the present Convention shall not be construed to
restrict in any manner any exemption, deduction, credit or other allowance
accorded by the laws of one of the contracting States in the determination
of the tax imposed by such State. )
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10. In the administration of the provisions of this Convention relating
to exchange of information, service of documents, and mutual assistance in
collection of taxes, fees and costs incurred in the ordinary course shall be
borne by the State to which application is made but extraordinary costs inci-
dent to special forms of procedure shall be borne by the applying State.

11. Documents and other communications or information contained
therein, transmitted under the provisions of this Convention by one of the
contracting States to the other contracting State shall not be published,
revealed or disclosed to any person except to the extent permitted under the
laws of the latter State with respect to similar documents, communications
or information.

12.  As used with respect to revenue claims in Article XVII of this Con-
vention the term “finally determined” shall be deemed to mean:

(a) In the case of Sweden, claims which have been finally established,
even though still open to revision by exceptional procedure;

(b) In the case of the United States of America, claims which are no
longer appealable, or which have been determined by de01s10n of a compe-
tent tribunal, which decision has become final.

13. As used in this Convention the term “competent authority” or
“competent authorities” means, in the case of the United States of America,
the Secretary of the Treasury and in the case of Sweden, the Finance
Ministry.

14. The term “United States of America” as used in this Convention
in a geographical sense includes only the States, the Territories of Alaska
and Hawaii, and the District of Columbia. ‘

15. Should any difficulty or doubt arise as to the interpretation or appli-
cation of the present Convention, or its relationship to Conventions between
one of the contracting States and any other State, the competent authori-
ties of the contracting States may settle the question by mutual agreement.

16. The present Convention and Protocol shall not be deemed to affect
the exchange of notes between the United States of America and Sweden
providing relief from double income taxation on shipping profits, signed
March 31, 1938.°

Done at Washington, this twenty-third day of March, nineteen hundred
and thirty-nine.

SuMNER WELLES [SEAL]
W. BosTrROM [SEAL]

® EAS 121, ante, p. 806.



