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PROTOCOL
AMENDING THE CONVENTION BETWEEN
JAPAN AND SWEDEN
FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME

The Government of Japan and the Government of Sweden,

Desiring to conclude a Protocol to amend the
Convention between Japan and Sweden for the avoidance of
double taxation and the prevention of fiscal evasion with
respect to taxes on income signed at Stockholm on January
21, 1983 (hereinafter referred to as "the Convention"),

Have agreed as follows:
ARTICLE I

Sub-paragraph (b) of paragraph 1 of Article 2 of the
Convention shall be deleted and replaced by the following:

"(b) In Sweden:

(i) the national income tax, including the
withholding tax on dividends;

(ii) the income tax on non-residents;

(iii) the income tax on non-resident artistes
and athletes;

(iv) the municipal income tax; and

(v) the tax on means intended for expansion
purposes;

(hereinafter referred to as '"Swedish tax")."

ARTICLE II

Article 9 of the Convention shall be deleted and
replaced by the following:

"Article 9

1. Where
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(a) an enterprise of a Contracting State
participates directly or indirectly in the
management, control or capital of an
enterprise of the other Contracting State,
or

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

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

2. Where a Contracting State includes, in accordance
with the provisions of paragraph 1, in the profits of
an enterprise of that Contracting State - and taxes
accordingly - profits on which an enterprise of the
other Contracting State has been charged to tax in
that other Contracting State and where the competent
authorities of the Contracting States agree, upon
consultation, that all or part of the profits so
included are profits which would have accrued to the
enterprise of the first-mentioned Contracting State if
the conditions made between the two enterprises had
been those which would have been made between
independent enterprises, then that other Contracting
State shall make an appropriate adjustment to the
amount of the tax charged therein on those agreed
profits. In determining such adjustment, due regard
shall be had to the other provisions of this
Convention."

ARTICLE IIIX

Paragraphs 2 and 3 of Article 10 of the Convention

shall be deleted and replaced by the following:

v2. (a) Dividends mentioned in paragraph 1 may also
be taxed in the Contracting State of which
the company paying the dividends is a
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resident and according to the laws of that
Contracting State, but if the beneficial
owner of the dividends is a resident of the
other Contracting State, the tax so charged
shall not exceed 15 per cent of the gross
amount of the dividends.

Notwithstanding the provisions of
sub-paragraph (a) of this paragraph, such
dividends may also be taxed in the
Contracting State of which the company
paying the dividends is a resident and
according to the laws of that Contracting
State, but if the beneficial owner of the
dividends is a resident of the other
Contracting State, the tax so charged shall
not exceed 5 per cent of the gross amount of
the dividends, if such beneficial owner is a
company which owns at least 25 per cent of
the voting shares issued by the company
paying the dividends during the period of
six months immediately before the end of the
accounting period for which the distribution
of profits takes place.

Notwithstanding the provisions of
sub-paragraphs (a) and (b) of this
paragraph, such dividends shall be taxable
only in the Contracting State of which the
beneficial owner is a resident, if such
beneficial owner is a company which owns at
least 25 per cent of the voting shares
issued by the company paying the dividends
during the period of six months immediately
before the end of the accounting period for
which the distribution of profits takes
place, and satisfies on the date of payment
of such dividends the following conditions:

(i) the shares issued by such beneficial
owner are regularly traded at a
recognized stock exchange of the
Contracting State of which such
beneficial owner is a resident; or

(ii) more than 50 per cent of the total

shares issued by such beneficial owner
is owned by:

| R
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(aa) the Government of that
Contracting State, local
authorities thereof or
institutions wholly owned by the
Government of that Contracting
State or local authorities
thereof;

(bb) one or more individuals who are
residents of that Contracting
State;

(cc) one or more companies, being
residents of that Contracting
State, the shares issued by which
are regularly traded at a
recognized stock exchange of that
Contracting State, or more than
50 per cent of the total shares
issued by which is owned by cne
or more individuals who are
residents of that Contracting
State; or

(dd) any combination of the
Government, local authorities,
institutions, individuals and
companies mentioned in
sub-paragraphs (aa), (bb) and
(cc) .

The provisions of sub-paragraphs (b) and (c)
shall not apply in the case of dividends
paid by a company that is a resident of
Japan and a Special Purpose Company or a
Securities Investment Corporation in Japan,
or, by a company, being resident of Sweden,
similar to a Special Purpose Company or a
Securities Investment Corporation in Japan
which may hereafter be introduced in Sweden.

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

3. Notwithstanding the provisions of paragraph 1,
dividends paid by a company being a resident of Japan
to a company which is a resident of Sweden shall be
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exempt from Swedish tax to the extent that the
dividends would have been exempt under the laws of
Sweden if both companies had been Swedish companies.
This exemption shall not apply unless the profits out
of which the dividends are paid have been subjected to
the normal corporation tax in Japan or an income tax
comparable thereto."

ARTICLE IV

Paragraph 2 of Article 11 of the Convention shall be
deleted and replaced by the following:

"2. However, such interest may also be taxed in the
Contracting State in which it arises, and according to
the laws of that Contracting State, but if the
beneficial owner of the interest is a resident of the
other Contracting State, the tax so charged shall not
exceed 10 per cent of the gross amount of the
interest."

ARTICLE V

Paragraph 2 of Article 12 of the Convention shall be
deleted and replaced by the following:

"2. However, such royalties may also be taxed in the
Contracting State in which they arise, and according
to the laws of that Contracting State, but if the
beneficial owner of the royalties is a resident of the
other Contracting State, the tax so charged shall not
exceed 10 per cent of the gross amount of the
royalties."

ARTICLE VI

Paragraph 2 of Article 22 of the Convention shall be
deleted and replaced by the following:

"2. (a) Subject to the provisions of sub-paragraph
(b) of this paragraph and of paragraph 3 of
Article 10, where a resident of Sweden
derives income which may be taxed in Japan
in accordance with the provisions of this
Convention, Sweden shall allow as a
deduction from Swedish tax on the income of
that resident an amount equal to the tax
paid in Japan. Such deduction shall not,
however, exceed that part of the Swedish tax
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as computed before the deduction is given,
which is appropriate to the income which may
be taxed in Japan.

(b) Where a resident of Sweden derives income
which shall be taxable only in Japan in
accordance with the provisions of Article
18, Sweden may, when determining the
graduated rate of the Swedish tax, take into
account the income which shall be taxable
only in Japan."

ARTICLE VII

The following new Article shall be inserted

immediately after Article 25 of the Convention:

1.

"Article 25A

1. Each of the Contracting States shall endeavour to
collect such taxes imposed by the other Contracting
State as will ensure that any exemption or reduced
rate of tax granted under this Convention by that
other Contracting State shall not be enjoyed by
persons not entitled to such benefits. The
Contracting State making such collections shall be
responsible to the other Contracting State for the
sums thus collected.

2. In no case shall the provisions of paragraph 1 be
construed so as to impose upon either of the
Contracting States endeavouring to collect the taxes
the obligation to carry out administrative measures at
variance with the laws and administrative practice of
that Contracting State or which would be contrary to
the public policy (ordre public) of that Contracting
State."

ARTICLE VIII

This Protocol shall be ratified and the instruments of

ratification shall be exchanged at Tokyo as soon as
possible.

2.

This Protocol shall enter into force on the thirtieth

day after the date of the exchange of instruments of
ratification and shall have effect:

(a) in Japan:
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(i) with respect to taxes withheld at source,
for amounts taxable on or after the first
day of January of the calendar year next
following that in which this Protocol enters
into force;

(ii) with respect to taxes on income which are
not withheld at source and the enterprise
tax, as regards income for any taxable year
beginning on or after the first day of
January of the calendar year next following
that in which this Protocol enters into
force; and

(b) in Sweden:

(i) with respect to taxes withheld at source,
for amounts paid or credited on or after the
first day of January of the calendar year
next following that in which this Protocol
enters into force;

(ii) with respect to other taxes on income, for
taxable years beginning on or after the
first day of Januvary of the calendar year
next following that in which this Protocol
enters into force.

3. This Protocol shall remain in effect as long as the
Convention remains in force.

IN WITNESS WHEREOF the undersigned, duly authorized
thereto by their respective Governments, have signed this
Protocol.

DONE in duplicate at Stockholm on the nineteenth day
of February, 1999, in the English language.

For the Government
of Japan:

For the Government
of Sweden:

Toshi Taga Lil L. Lonnberg
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