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No. 377. CONVENTION1 BETWEEN THE GOVERNMENTS
OF DENMARK AND OF THE UNITED STATES OF
AMERICA FOR THE AVOIDANCE OF DOUBLE TAXA-
TION AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME (WITH PRO-
TOCOL OF EXCHANGE OF INSTRUMENTS OF RATIFI-
CATION). SIGNED AT WASHINGTON, ON 6 MAY 1948

His Majesty the King of Denmarkand the Presidentof the United States
of America,desiringto concludeaconventionfor the avoidanceof doubletaxa-
tion and the prevention of fiscal evasionwith respectto taxeson income, have
appointedfor that purposeas their respectivePlenipotentiaries:

His Majesty the King of Denmark:
Mr. Henrik Kauffmann,AmbassadorExtraordinaryand Plenipotentiary

of Denmarkto the UnitedStatesof America, and

The Presidentof the United Statesof America:

Mr. George C. Marshall, Secretaryof State of the United States of
America,
who, having communicatedto one another their full powers, found in good
anddueform, haveagreedupon the following Articles:

Article I

(1) The taxesreferredto in this Conventionare:

(a) In the caseof the United Statesof America:
The Federalincome tax, including surtaxes.

(b) In the caseof Denmark:
The national income tax, including the war profits tax.
The intercommunalincome tax.
The communalincometax.

(2) The presentConventionshall also apply to anyothertaxesof asub-
stantially similar characterimposedby either contractingStatesubsequentlyto
the date of signatureof the presentConvention.

Cameinto force on 1 December1948, upon the exchangeof the instrumentsof ratifica-
tion at Washington,in accordancewith article XXIII,
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Article II

(1) As used in this Convention:

(a) The term “United States”meansthe United Statesof America, and
when usedin a geographicalsenseincludes only the States,the Territories of
Alaska and Hawaii, and the District of Columbia.

(b) Theterm “Denmark” meansthe Kingdom of Denmark;the provisions
of the Conventionshall not, however,extendto the FaroeIslands;nor do they
apply to Greenland.

(c) The term “permanentestablishment”meansa branch office, factory,
warehouseor other fixed place of business,but doesnot include the casualand
temporaryuse of merely storagefacilities, nor does it include an agencyunless
the agenthasand exercisesa general authority to negotiateand concludecon-
tracts on behalf of an enterpriseor hasa stock of merchandisefrom which he
regularly fills orderson its behalf. An enterpriseof oneof the contractingStates
shallnot be deemedto haveapermanentestablishmentin the otherStatemerely
becauseit carries on businessdealingsin such other Statethrough a bona fide
commission agent, broker or custodian acting in the ordinary course of his
businessas such. The fact that an enterpriseof one of the contractingStates
maintainsin the other Statea fixed placeof businessexclusivelyfor the purchase
of goodsor merchandiseshallnot of itself constitutesuchfixed placeof business
a permanentestablishmentof such enterprise. The fact that a corporation of
one contractingStatehas asubsidiary corporationwhich is a corporation of the
otherState or which is engagedin tradeor businessin the otherStateshallnot
of itself constitutethat subsidiary corporation a permanentestablishmentof its
parentcorporation.

(d) The term “enterpriseof one of the contractingStates”means,as the
casemay be, “United Statesenterprise”or “Danish enterprise”.

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

(f) The term “United Statesenterprise”means an enterprisecarriedon
in the United Statesof America by a residentof the United Statesof America
or by a United Statescorporation or other entity; the term “United States
corporation or other entity” means a partnership,corporation or other entity
createdor organizedIn the United Statesof America or under the law of the
United Statesof America or of any State or Territory of the United Statesof
America.
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(g) The term “Danish enterprise”meansan enterprisecarriedon in Den-
mark by a residentof Denmarkor by a Danish corporationor otherentity; the
term “Danish corporationor other entity” meansa partnership,corporationor
otherentity createdor organizedin Denmarkor underDanishlaws.

(h) The term “competentauthorities” means,in the casc of the United
Statesthe Commissionerof Internal Revenueor his authorizedrepresentative;
and in the case of Denmark, the Chief of the Taxation Departmentof the
Ministry of Finance (Generaldirektørenfor Skattev~senet)or his authorized
representative.

(2) In the applicationof the provisionsof the presentConventionby one
of the contractingStatesanyterm not otherwisedefinedshall, unlessthe context
otherwiserequires,havethe meaningwhich such term has under its own tax
laws.

Article III

(1) An enterpriseof one of the contractingStatesshallnot be subject to
taxationin the othercontractingStatein respectof its industrialandcommercial
profits unlessit is engagedin tradeor businessin such other State through a
permanentestablishmentsituatedtherein. If it is so engagedsuch other State
may imposeits tax uponthe entireincomeof suchenterprisefrom sourceswithin
suchotherState.

(2) In determining the industrial or commercial profits from sources
within the territoryof oneof the contractingStatesof an enterpriseof the other
contractingState, no profits shall be deemedto arise from the mere purchase
of goodsor merchandisewithin the territory of the former contractingStateby
such enterprise.

(3) Where an enterpriseof one of the contractingStates is engagedin
tradeor businessin the territory of the othercontractingStatethrougha perma-
nent establishmentsituatedtherein, thereshall be attributedto suchpermanent
establishmentthe industrial or commercialprofits which it might be expected
to derive if it were an independententerpriseengagedin the sameor similar
activities under the sameor similar conditionsand dealingat arm’s length with
the enterpriseof which it is a permanentestablishmentand the profits so
attributedshall, subject to the law of such other contractingState, be deemed
to be income from sourceswithin the territory of such other contractingState.
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Article IV

Wherean enterpriseof oneof the contractingStates,by reasonof its partici-
pationin the managementor the financialstructureof an enterpriseof the other
contractingState,makeswith or imp6seson the latter, in their commercial or
financial relations,conditionsdifferent from thosewhich would be madewith
an independententerprise,any profits which would normally have accruedto
one of the enterprisesbut by reasonof those conditions havenot so accrued,
may be includedin the profits of that enterpriseandtaxedaccordingly.

Article V

(1) Incomewhich an enterpriseof one of the contractingStatesderives
from the operationof shipsor aircraft registeredin that Stateshall be exempt
from taxationin the othercontractingState.

(2) ThepresentConventionshallnot bedeemedto affect the arrangement
betweenthe United StatesandDenmarkprovidingfor relief from doubleincome
taxation on shipping profits, effected by exchangesof notes dated May 22,
August 9 and 18, October24, 25 and 28, andDecember5 and 6, in the year
1922.

Article VI

(1) Dividends shallbe taxableonly in the contractingState in which the
shareholderis residentor, if the shareholderis a corporationor otherentity, in
the contractingState in which such corporation or other entity is incorporated
•or organized.

(2) Eachof the contractingStatesreserves,however, the right to collect
and retain the tax which, under its revenuelaws, is deductibleat the source
with respectto such dividends,but the tax shallnot excee& 15 percent of the
amount of dividends derived from sourceswithin such State by a resident,
corporationor otherentity of the otherState;if the recipienthasno permanent
establishmentin the contractingState from which the dividendsare derived.

(3) It is agreed,however,that the rate of dividend tax at tile sourceshall
not exceedfive percentif the shareholderis a corporation controlling, directly
or indirectly, at least 95 percentof the entire voting power in the corporation
paying the dividend, and if not more than 25 percentof the gross income of
such paying corporation is derived from interest and dividends, other than
interest and dividends received from its own subsidiary corporations. Such
reductionof the rate to five percentshall not apply if the relationship of the
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two corporationshasbeenarrangedor is maintainedprimarily with the intention
of securingsuchreducedrate.

Article Vii

Interest on bonds, securities,notes, debentures,or on any other form of
indebtednessderived from sourceswithin one of the contractingStatesby a
residentor corporation or other entity of theothercontractingStatenot having
a permanentestablishmentin the former State shall be exempt from tax by
suchformer State.

Artz~cleVIII

Royalties and other amountsderivedas considerationfor the right to use
copyrights, patents, designs, secret processesand formulas, trade-marksand
other like property (including rentals and like paymentsin respectof motion
picture films) derivedfrom sourceswithin one of the contractingStatesby a
residentor corporationor otherentity of tile other contractingStatenot having
a permanentestablishmentin the former Stateshall be exempt from taxation
in suchformer State.

Article IX

(1) Incomefrom real property (not including interestderivedfrom mort-
gages and bonds securedby real property) and royalties in respect of the
operationof mines, quarries,or other natural resources,shall be taxable only
in the contractingState in which such property, mines, quarries, or other
naturalresourcesare situated.

(2) A residentor corporation of one of the contractingStatesderiving
any such income from sourceswithin the othercontractingState may, for any
taxableyear, electto be subject to the tax of such othercontractingState, on
a net basis,as if such residentor corporationwereengagedin tradeor business
within suchother contractingState through a permanentestablishmenttherein
during suchtaxableyear.

Article X

(1) Wages,salaries,and similar compensationand pensionspaid by one
of the contractingStatesor by any other public authority within that State
to individuals residing in the other State shall be taxableonly in the former
State.
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(2) Private pensionsand life annuities derived from within one of the
contractingStatesandpaid to individuals residingin the other contractingState
shallbe exemptfrom taxationin the former State.

(3) The term “life annuities” as usedhereinmeansa statedsum payable
periodically at stated times during life, or during a specified numberof years,
underan obligation to makethe paymentsin considerationof a grosssumpaid
for such obligation.

Article XI

(1) Compensationfor labor or personalservices,including the practiceof
the liberal professions,shall be taxableonly in the contractingState in which
such servicesare rendered. - - -

(2) Theprovisionsof paragraph(1) are,however,subjectto the following
exceptions:

(a) A residentof-Denmarkshall be exemptfrom United Statestax upon
compensationfor labor or personalservicesif he is temporarily presentin the
United Statesfor a period or periodsnot exceedinga total of ninety daysduring
the taxableyearandthe compensationreceivedfor suchservicesdoesnot exceed
$3,000 in the aggregate. If, however,his compensationis receivedfor labor
or personalservicesperformed as an employeeof, or under contractwith, a
residentor corporation or other entity of Denmark, he will be exempt from
United Statestax if his stay in the United Statesdoesnot exceeda total of
1 80~days during the taxableyear.

(b) The provisions of paragraph (2) (a) of this Article shall apply,
mutatisniutandis,to aresidentof the United Stateswith respectto compensation
for personalservicesotherwisesubject to income tax in Denmark.

(3) The provisionsof this Article shallhaveno application to the income
to which Article X (1) relates. -

Article XII’

Gains derived in one of the contractingStatesfrom the sale or exchange
of capital assetsby aresidentor corporationor otherentity of the othercontract-
ing Stateshall be~exempt from taxation in the former Stateif suchresidentor

~See Protocol of excharngeo~instrumentsof ratification, page 77. - -

No 377



1949 Nations Unies— Recueil des Traités 69

corporationor other entity is not engagedin tradeor businessin such former
State.

Article XIII

Studentsor apprentices,citizens of one of the contractingStates,residing
in the other contractingStateexclusively for purposesof study or for acquiring
businessexperience,shall not be taxablein the latter Statein respectof remit-
tances(other than their own income) receivedby them from abroadfor the
purposesof their maintenanceor studies.

Article XIV

A professoror teacher, a residentof one of the contractingStates,who
temporarily visits the territory of the other contractingState for the purpose
of teachingfor a period not exceedingtwo yearsat a university, college, school
or othereducationalinstitution in the othercontractingState,shallbe exempted
in such other contractingState from tax on his remunerationfor such teaching
for suchperiod.

Article XV

It is agreedthat doubletaxationshallbe avoidedin the following manner:

(a) The United States in determining the income taxes, including sur-
taxes, of its citizens, residentsor corporationsmay, regardlessof any other
provision of this- Convention,- include in the- basis upon which such taxes are
imposedall itemsof incometaxableunder the revenuelaws of the United States
as if thisconventionhadnot comeinto effect. The UnitedStatesshall, however,
subject to the provisions of section 131, Internal RevenueCode,deduct from
its taxesthe amountof Danishtaxesspecifiedin Article I of this Convention.

(b) Denmark,in determining its taxesspecified in Article I of this Con-
vention, may, regardlessof any other provision of this Convention, include in
the basis upon which such taxes are imposedall items of income subject to
suchtaxesunderthe taxationlaws of Denmark. Denmarkshall,however,deduct
from the taxesso calculatedthe United Statestax on income comingwithin the
provisions of Articles III, IX, X (1), XIII and XIV of this Conventionand
on earned income earned within the United States, but in an amount not
exceedingthat proportion of the Danishtaxeswhich such income bearsto the
entireincomesubjectto tax by Denmark. Denmarkwill also allow as a deduc-
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tion from its taxesan amount equal to 15 percent (five percentin the caseof
dividendcoveredby Article VI (3)) of the grossamount of dividends (reduced
by the United Statestax applicableto suchdividends) from sourceswithin the
United States.

Article XVI

(1) The citizens of oneof the contractingStatesshallnot, while resident
in the othercontractingState,be subjectedthereinto otheror moreburdensome
taxesthan are the citizens of such othercontractingStateresidingin its territory.
As usedin this paragraph,

(a) theterm “citizens” includesall legal persons,partnerships,andassocia-
tions createdor organizedunder the laws in the respectivecontractingStates,
and

(b) the term “taxes” meanstaxes of every kind or descriptionwhether
national, Federal,state,provincial or municipal.

(2) It is agreedthat section25, paragraph5, of the Danishlaw No. 391
of July 12, 1946, prescribingan additionof 50 percentto the capital increment
tax on corporationsin caseswhere more than 50 percentof the entire stock
capital is ownedby a singleshareholderresidingoutsideDenmark,shallnot be
applicable when the shareholderin questionis a residentof the United States
or a United Statescorporationor otherentity.

Article XVII

The competentauthorities of the contractingStatesshall exchangesuch
information (being information availableunder the respectivetaxation laws of
the Contracting States) as is necessaryfor carrying out the provisions of the
present Convention or for the prevention of fraud or the administration of
statutory provisions againsttax avoidancein relation to the taxes which are
the subjectof the presentConvention. Any information so exchangedshall be
treated as secret and shall not be disclosedto any person other than those
concernedwith the assessmentand collectionof the taxeswhich are thesubject
of the presentConvention. No information shall be exchangedwhich would
discloseany trade secretor tradeprocess.
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Article XVIII

(1) The contractingStatesundertaketo lend assistanceand support to
eachother in the collection of the taxeswhich are the subjectof the present
Convention, togetherwith interest, costsand additions to the taxes.

(2) In the caseof applicationsfor enforcementof taxes, revenueclaims
of eachof the contractingStateswhich havebeen finally determinedmay be
acceptedfor enforcementby the other contractingState and may be collected
in that State in accordancewith the laws applicableto the enforcementand
collection of its own taxes.

(3) Any applicationshall include a certification that under the laws of
the State making the application the taxeshavebeen finally determined.

(4) The assistanceprovidedfor in this Article shall not be accordedwith
respectto the citizens, corporationsor other entitiesof the Stateto which appli-
cation is made, except as is necessaryto insure that the exemptionor reduced
rate of tax grantedunder the presentconventionto suchcitizens, corporations,
or other entitiesshallnot be enjoyedby personsnot entitled to such benefits.

Article XIX

The Stateto which application is madefor information or assistanceshall
comply as soon as possiblewith the requestaddressedto it except that such
State may refuseto comply with the requestfor reasonsof public policy or if
compliancewould involve violation of a trade,business,industrialor professional
secretor tradeprocess.

Article XX

Wherea taxpayershows proof that the action of the revenueauthoritiesof
the contractingStateshas resulted in double taxation in his casein respectof
any of the taxesto which the presentConventionrelates,he shallbe entitled to
lodge a claim with the State of which he is a citizen or, if he is not a citizen
of eitherof the contractingStates,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
createdor organized. Should the claim be upheld, the competentauthority of
suchStatemaycometo an agreementwith thecompetentauthorityof the other
Statewith a view to equitableavoidanceof the double taxation in question.
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- Article XXI

(1) The provisionsof this Ooiivention shall not be construedto deny or
affect in any mannerthe right of diplomatic and consularofficers to other or
additional exemptionsnow enjoyedor which may hereafterbe grantedto such
officers.

(2) The provisions of the presentConventionshall not be construedto
restrict in any manner any exemption, deduction, credit or other allowance
accordedby the laws of one of the contractingStatesin the determinationof
the tax imposedby such State.

(3) Should any difficulty or doubt ariseas to the interpretationor appli-
cation of the presentConvention, or its relationship to Conventionsbetween
oneof the contractingStatesand any other State,the competentauthoritiesof
the contractingStatesmay settlethe questionby mutual agreement.

- ArticleXXII

The competent authorities of the two contractingStatesmay prescribe
regulationsnecessaryto interpretandcarry out the provisionsof this Convention.
With respectto the provisionsof thi~Convention relating to exchangeof infor-
mation and mutual assistancein the collection of taxes,such authoritiesmay,
by common agreement,prescriberules concerningmatters of procedure,forms
of applicationandrepliesthereto, conversionof currency,dispositionof amounts
collected, minimum amountssubject to collection and related matters.

ArticleXXIII

(1) The presentConventionshall be i atified andthe instrumentsof ratifica-
tion shallbe exchangedat Washingtonassoon as possible.

(2) Upon the exchangeof instrumentsof ratification, the presentCon-
vention shall haveeffect --

(a) in tile caseof United Statestax, for the taxableyearsbeginningon or
after the first day of Januaryof the year in which such exchangetakesplace;

(b) in the caseof Danishtax, for the taxableyearsbeginning on or after
the first day o~April of the year in which suchexchangetakesplace.

• (3) The presentConventionshall continue effective for a period of five
years and indefinitely after- that period, but may be terminatedby either of
the contractingStatesat the end of the five-year period or at any time there-

N° 377



1949 Nations Unies— Recueil des Traités 77

after, provided that at least six month’s prior notice of termination has been
given and, in such event, the presentConventionshall ceaseto be effective

(a) as respectsUnited Statestax, for the taxableyears beginning on or
after the first day of Januarynext following the expiration of the six-month
period;

(b) as respectsDanish tax, for the taxableyearsbeginningon or after the
first day of April next following the expiration of the six-month period.

DONE at Washington,in duplicate, in the Danish and English languages,
the two textshaving equalauthenticity,this 6th day of May, 1948.

For His Majesty the King of Denmark:
(Signed) Henrik KAUFFMANN

For the Presidentof the United Statesof America:
(Signed) G. C. MARSHALL

PROTOCOLOF EXCHANGE OF INSTRUMENTS OF RATIFICATION

The undersigned,Henrik Kauffmann, AmbassadorExtraordinary and
Plenipotentiaryof Denmark to the United Statesof America, and Robert A.
Lovett,Acting Secretaryof Stateof the United Statesof America,duly authorized
theretoby their respectiveGovernments,having met for the purposeof exchang-
ing the instrumentsof ratification by their respectiveGovernmentsof the con-
vention betweenDenmarkand the United Statesof America for the avoidance
of doubletaxation and the preventionof fiscal evasionwith respectto taxeson
income signed at Washingtonon May 6, 1948, and the respectiveinstruments
of ratification of the conventionaforesaidhaving been carefully comparedand
found to be in dueform, the exchangetookplace this day.

The ratification by the Governmentof the United Statesof America of the
convention aforesaid recites in its entirety the reservation contained in the
resolution of June 17, 1948, of the Senateof the United Statesof America
advisingand consentingto ratification of the conventionaforesaid,the text of
which reservationwas communicatedby the Governmentof the United States
of America to the Governmentof Denmark. The Governmentof Denmarkhas
acceptedthe reservation aforesaid. Accordingly, it is the understandingof
both Governmentsthat Article XII of the conventionaforesaidshall be deemed
to bedeletedandof no effect.
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IN WITNESS WHEREOF, the respectiveplenipotentiarieshave signed the
presentProtocol of Exchangeof Instrumentsof Ratification.

DONE in duplicate, in the Danish and English languages,at Washington
this first day of December,1948.

For the Royal Danish Government:
(Signed) Henrik KATJFFMANN

For the Governmentof the UnitedStatesof America:
(Signed) RobertA. LOVETT
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