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PROTOCOL MODIFYING AND SUPPLEMENTING
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 modifying and
supplementing the Convention for the Avoidance of
Double Taxation and the Prevention of Fiscal Eva-
sion with respect to Taxes on Income, signed at Tokyo
on December 12, 1956,

Have accordingly appointed their respective repre-
sentatives for this purpose, who have agreed as
follows:

Article I

Paragraph 1 of Article I shall be deleted and re-
placed by the following:
“l. The taxes which are the subject of the present
Convention are:
“(a) In Japan:
The income tax, the corporation tax, the

&+
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prefectural inhabitant tax on income and
the municipal inhabitant tax .on income
(hereinafter referred to as “Japanese
tax”).
“(b) In Sweden:

The State income tax, including the sailors
tax and the coupon tax, the tax on public
entertainers and the communal income tax
(hereinafter referred to as “Swedish
tax”).

Article II

1. Paragraph 1 (j) of Article II shall be deleted
and replaced by the following:

“(j) (1) The term ‘‘permanent establishment”
means a fixed place of business in which
the business of the enterprise is wholly
or partly carried on.

“(2) A permanent establishment shall include
especially:
“(aa) a place of management;
“(bb) a branch;
“(ce) an office;

“(dd) a factory;

“(ee) a workshop;
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“(ff) a mine, quarry or other place of
extraction of natural resources;

“(gg) a building site or construction or
assembly project which exists for
more than twelve months.

The term “permanent establishment”
shall not be deemed to include;

“(aa) the use of facilities solely for the
purpose of storage, display or de-
livery of goods or merchandise be-
longing to the enterprise;

“(bb) the maintenance of a stock of
goods or merchandise belonging to
the enterprise solely for the pur-
pose of storage, display or de-
livery;

“(ce) the maintenance of a stock of
goods or merchandise belonging to
the enterprise solely for the pur-
pose of processing by another
enterprise;

“(dd) the maintenance of a fixed place
of business solely for the purpose
of purchasing goods or merchan-
dise, or for collecting information,

BB
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for the enterprise;

the maintenance of a fixed place
of business solely for the purpose
of advertising, for the supply of
information, for scientific research
or for similar activities which
have a preparatory or auxiliary
character, for the enterprise.

“(4) An enterprise of one of the contracting
States shall be deemed to have a perma-
nent establishment in the other contract-
ing State if

:Am.m.v

« AUUV

it carries on supervisory activities
in that other contracting State for
more than twelve months in con-
nection with a construction, in-
stallation or assembly project
which is being undertaken in that
other contracting State;

it carries on a business which con-
sists of providing in that other
contracting State such services
of public entertainers referred to
in paragraph 2 of Article X as
are rendered on behalf of that
enterprise.
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“(5) A person acting in one of the contracting

173 Amv

States on behalf of an enterprise of the
other contracting State—other than an
agent of an independent status to whom
subparagraph (j) (6) applies—shall be
deemed to be a permanent establishment
in the former contracting State if
“(aa) he has, and habitually exercises in
the former contracting State, an
authority to conclude contracts in
the name of the enterprise, unless
his activities are limited to the
purchase of goods or merchandise
for the enterprise; or
“(bb) he maintains in the former con-
tracting State a stock of goods or
merchandise belonging to the en-
terprise from which he regularly
fills orders on behalf of the enter-
prise.
An enterprise of one of the contracting
States shall not be deemed to have a per-
manent establishment in the other con-
tracting State merely because it carries
on business in that other contracting
State through a broker, general commis-

B8R
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sion agent or any other agent of an in-
dependent status, where such persons are
acting in the ordinary course of their
business.

The fact that a corporation of one of the
contracting States controls or is control-
led by a corporation of the other con-
tracting State or a corporation which
carries on business in that other con-
tracting State (whether through a per-
manent establishment or otherwise), shall
not of itself constitute either corporation
a permarnent establishment of the other.”

2. Paragraph 1 (k) of Article II shall be deleted
and replaced by the following:

“(k) The term “industrial or commercial profits”
does not include income in the form of divi-
dends, interest, rents, royalties, recipts in re-
spect of the operation of a mine, quarry or
any other place of extraction of natural re-
sources, capital gains or remuneration for
personal services.”

8. Paragraph 1 (1) of Article II shall be deleted.

Article III

Article III shall be deleted and replaced by the
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“Article III

“l. The industrial or commercial profits of an
enterprise of one of the contracting States shall
not be suhject to tax in the other contracting State
unless the enterprise carries on a trade or business
in that other contracting State through a perma-
nent establishment situated therein. If it carries
on a trade or business in that other contracting
State as aforesaid, tax may be imposed on those
profits in the other contracting State, but only on
so much of them as is attributable to that perma-
nent establishment.

“2. Where an enterprise of one of the contracting
States carries on a trade or business in the other
contracting State through a permanent establish-
ment situated therein, there shall be attributed to
that permanent establishment the industrial or
commercial profits which it might be expected to
derive in that other contracting State if it were
an independent enterprise engaged in the same or
similar activities under the same or similar condi-
tions and dealing on an independent basis with the
enterprise of which it is a permanent establish-
ment. In determining the industrial or commercial

B |
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profits of the permanent establishment, there shall
be allowed as deductions all expenses which are
reasonably allocable to the permanent establish-
ment, including executive and general administra-
tive expenses so allocable.

“3. In determining the profits of a permanent es-
tablishment, no account shall be taken of the mere
purchase by that permanent establishment of goods
or merchandise for the enterprise.”

Article IV

Article VI shall be deleted and replaced by the
following:

“Articlé VI

“1. The amount of tax imposed in one ot the con-
tracting States on royalty derived from sources
within that contracting State by a resident or a
corporation of the other contracting State shall not
exceed 10 percent of the amount of such royalty.
“2. The term “royalty” as used in the present
Convention means any royalty and other amount
paid as consideration for using, or for the right
to use, anyv copyright, patent, design, secret process
and formula, trade-mark or other like property,
and includes rentals and like payments in respect
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of motion picture films or for the use of industrial,
commercial, or scientific equipment, as well as re-
ceipts from a bare boat charter of a ship or an
aircraft; but does not include any royalty and other
amount paid in respect of the operation of a mine,
quarry or any other place of extraction of natural
resources.

“3. Royalties for using, or for the right to use,
in one of the contracting States, copyrights, pa-
tents, designs, secret processes and formulae, trade-
marks or other like property as well as motion
picture films and industrial, commercial, or scien-
tific equipment shall be treated as income from
sources within that contracting State. Royalty
from a bare boat charter of a ship or an aircraft
shall be treated as income from sources within the
contracting State of which the charterer is a resi-
dent or a corporation.

“4., The amount of tax imposed in one of the con-
tracting States on the income derived from sources
within that contracting State from the sale of any
patent, design, secret process and formula, trade-
mark or other industrial invention as well as motion
picture films (excluding such films as to which pay-
ment of royalty is inconceivable) by a resident or
a corporation of the other contracting State shall

BIH It
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HiHE

not exceed 10 percent of the gross amount received.
“5. Income derived from the sale of the property
mentioned in the preceding paragraph shall be
treated as income from sources within that con-
tracting State in which such property is to be used.
“6. The provisions of paragraphs 1 and 4 of the
present Article shall not apply where a resident or
a corporation of one of the contracting States has
a permanent establishment in the other contracting
State and such royalty or income is attributable to
that permanent establishment.”

Article V
Paragraph 1 of Article VII shall be deleted and

m replaced by the following:

“1. The amount of tax imposed in one of the con-
tracting States on dividends paid by a corporation
of that contracting State to a resident or a corpora-
tion of the other contracting State shall not exceed
15 percent of the amount of such dividends; provided
that the amount of tax shall not exceed 10 percent
of such dividends if the recipient of the dividends
is a corporation of the other contracting State
which beneficially owns, during the whole of the
taxable year for which the dividends are paid,
more than 50 percent of the voting shares of the
corporation paying the dividends.”
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2. The following new paragraphs shall be inserted

immediately after paragraph 4 of Article VII:
“5. The provisions of paragraph 1 of the present
Article shall not apply where a resident or a cor-
poration of one of the contracting States has a
permanent establishment in the other contracting
State and such dividends are attributable to that
permanent establishment.
“6. If any of the rates of tax on the profits of
corporations are altered in either contracting State,
the Ministers of Finance or their authorized repre-
sentatives of both contracting States may consult
each other in order to determine whether it is
necessary for this reason to amend the provisions
of paragraph 1 of the present Article.”

Article VI

1. Paragraph 1 of Article VIII shall be deleted and
replaced by the following:
“l. The amount of tax imposed in one of the con-
tracting States on any interest derived from sources
within that contracting State by a resident or a
corporation of the other contracting State shall not
exceed 10 percent of the amount of such interest.”

| 2. Paragraph 2 of Article VIII shall be deleted and
| replaced by the following:

Bl H
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immediately after

BIHK

“2. The term “interest” as used in the present
Convention means interest on bonds, securities,
notes, debentures or any other form of indebted-
ness (including mortgages or bonds secured by real
property) as well as any excess of the amount re-
paid in respect of any form of indebtedness over
the amount lent.”

The following new paragraph shall be inserted
paragraph 4 of Article VIII:

“5, The provisions of paragraph 1 of the present
Article shall not apply where a resident or a cor-
poration of one of the contracting States has a
permanent establishment in the other contracting
State and such interest is attributable to that per-
manent establishment.”

Article VII
Article IX shall be deleted and replaced by the

following :

“Article IX

“1. Salaries, wages, pensions or similar remuner-
ation paid by the Government of one of the con-
tracting States (including any local government
thereof), or paid out of funds to which such Gov-
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ernment contributes, to any individual who is a
national of that contracting State in respect of
services rendered in the discharge of governmental
functions shall be exempt from tax in the other
contracting State.

“2. The provisions of the present Article shall not
apply to salaries, wages, pensions or sgimilar re-
muneration paid in respect of services rendered in
connection with any trade or business carried on
for the purposes of profif.”

Article VIII
Paragraph 1 (e) of Article XIV shall be deleted

and replaced by the following:

“(e) Salavies, wages, or similar remuneration for
labour or personal services as well as remuneration
for professional services shall be treated as income
from sources within the country where are render-
ed the services for which such remuneration is
paid, and the services performed on ships or air-
craft operated by an enterprise of one of the con-
tracting States shall be deemed to be rendered in
that contracting State.”

In paragraph 1 of Article XIV, the following new

subparagraph shall be inserted immediately after sub-
paragraph (e) thereof:

B
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B

“(f) Annuities paid under a contract with an
insurance corporation of one of the contracting
States or under a similar contract with a corpora-
tion thereof shall be treated as income from sources
within that contracting State, unless they are paid
in consideration of past services.”

Article IX
Paragraph 1 of Article XV shall be deleted and

replaced by the following:

2.

“l. Where a taxpayer in Japan derives income from
Sweden and that income, under the laws of Sweden
and in accordance with the provisions of the
present Convention, may be taxed in Sweden, an
amount equal to the Swedish tax payable shall be
allowed as a deduction from the Japanese tax on
the income of the taxpayer subject to the provi-
sions of the law of Japan. The deduction shall not,
however, exceed that part of the Japanese tax, as
computed before the deduction is given, which is
appropriate to the income derived from Sweden.”

Paragraph 2 of Article XV ghall be deleted and

replaced by the following:
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“2. Income from sources within Japan which un-
der the laws of Japan and in accordance with the
provisions of the present Convention is subject to
Japanese tax, whether directly or by deduction,
shall be exempt from Swedish tax:

Provided that where such income, being income
of a kind to which the provisions of paragraphs 1
and 4 of Article VI and paragraph 1 of Article VIII
are applicable, is paid to a resident or a corpora-
tion of Sweden, Swedish tax may be charged on
the gross amcunt of such income, but the amount
of Swedish tax chargeable shall be reduced by a
sum not exceeding 10 percent of the amount of the
income so charged.

Provided further that where the income .is a
dividend, to which the provisions of paragraph 1
of Article VII are applicable and the dividend is
paid by a Japanese corporation to a resident of
Sweden or to a Swedish corporation not exempted
from Swedish tax with respect to such a dividend
in accordance with the provisions of paragraph 2
of Article VII, Swedish tax may be charged on the
gross amount of the dividend, but the amount of
Swedish tax chargeable shall be reduced by a sum
not exceeding 15 percent or 10 percent, as the case
may be, of the amount of the dividend so charged.”

BHR
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Article X
Article XVI shall be deleted and replaced by the

W following:

“Article XVI

“The Ministers of Finance or their authorized
representatives of both contracting States shall
exchange with each other such information avail-
able under the respective tax laws in the normal
course of administration as is necessary for carry-
ing out the provisions of the present Convention
or for the prevention of fraud or for the adminis-
tration of statutory provisions against tax avoid-
ance in relation to the tax. Any information so
exchanged shall be treated as secret and shall not
be disclosed to any person other than those, includ-
ing a court, concerned with the assessment and
collection of the tax or the determination of appeal
in relation thereto. No information shall be ex-
changed which would disclose any trade, business,
industrial or professional secret or any trade pro-
cess.”

Article XI
Article XVII shall be deleted and replaced by the
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following:

“Article XVII

“Where a taxpayer shows to the satisfaction of
the Minister of Finance or his authorized repre-
sentative of the contracting State of which the
taxpayer is a resident or a corporation that the
taxpayer has not received the treatment in the
other contracting State to which the taxpayer is
entitled under any provision of the present Con-
vention, the Minister of Finance or his authorized
representative shall consult with the Minister of
Finance or his authorized representative of the
other contracting State with a view to the avoid-
ance of the double taxation in question.”

Article XII

Article XVIII shall be deleted and replaced by the
following:

“Article XVIII
“The Ministers of Finance or their authorized
representatives of both contracting States may
communicate with each other directly for the pur-
pose of giving effect to the provisions of the pres-
ent Convention and for resolving any difficulty or
doubt as to the application or interpretation of the

B4
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present Convention.”

Article XIII
Article XIX shall be amended by deleting para-

| graph 3 thereof.

Article X1V

The following new Article shall be inserted im-

mediately after Article XIX:

“Article XIX A

“1. The nationals of one of the contracting States
shall not be subjected in the other contracting
State to any taxation or any requirement connected
therewith which is other or more burdensome than
the taxation and connected requirements to which
nationals of that other contracting State in the
same circumstances are or may be subjected.

“2. The taxation on a permanent establishment
which an enterprise of one of the contracting
States has in the other contracting State shall not
be less favourably levied in that other contracting
State than the taxation levied on enterprises of that
other contracting State carrying on the same
activities.
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“3. Enterprises of one of the contracting States,
the capital of which is wholly or partly owned or
controlled, directly or indirectly, by one or more
residents or corporations of the other contracting
State, shall not be subjected in the former con-
tracting State to any taxation or N:d\ requirement
connected therewith which is other or more burden-
some than the taxation and connected requirements
to which other similar enterprises of the former
contracting State are or may be subjected.

“4. In the present Article the term “nationals”
means:

“(a) in the case of Japan, all individuals pos-
sessing the nationality of Japan and all
companies or other kinds of juridical per-
sons created or organized under the law of
Japan and all organizations without juridi-
cal personality treated for the purposes of
Japanese tax as juridical persons created
or organized under the law of Japan; and
in the case of Sweden, all Swedish subjects
and all legal persons, partnerships and as-
sociations deriving their status as such
from the law in force in Sweden.

“5. In the present Article the term “taxation”
means taxes of every kind and description.

B4
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6. Nothing contained in this Article shall be
construed:

“(a) as obliging either of the contracting States
to grant to nationals of the other contract-
ing State not resident in the former con-
tracting State those personal allowances,
reliefs and reductions for tax purposes
which are by law available only to residents
of that former contracting State; or
as affecting the provisions of the Japanese
lavs under which distributed profits are, In
the case of Japanese corporations, taxed at
a lower rate than undistributed profits and
the provisions of the Swedish law having
effect.”

“(b)

a similay

Article XV

1. The present Protocol shall be ratified and the in-
struments of ratification shall be exchanged at Stock-
holm as soon as possible

2. The piesent Protocol into force on
the date of exchange of instruments of ratification
and shall be applicable to income derived during the
taxable years beginning on or after the first day of
January of the calendar year next following that in

shall enter
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which the exchange of instruments of ratification
tukes place.

3. The present Protocol shall continue in force as
as the aforesaid Convention of December 12,
remaing effective.

long
1956

IN WITNESS WIEREOF, the representatives of
the two Governments duly authorized for the pur-
pose, have signed the present Protocol.

DONT at Tokyo, in duplicate, in the English lan-
guage, cn the fifteenth day of April, ene thousand
nine hundred and sixty-four.

IFor Japan:

Masayoshi Ohira

For Sweden:

K. F. Almqvist
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