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No. 1706. CONVENTION’ BETWEEN THE UNITED STATES
OF AMERICA AND THE SWISSCONFEDERATION FOR
THE AVOIDANCE OF DOUBLE TAXATION WITH
RESPECTTO TAXES ON INCOME. SIGNED AT WASH-
INGTON, ON 24 MAY 1951

The Presidentof the United Statesof America and The Swiss Federal
Council,desiringto concludea conventionfor the avoidanceof doubletaxation
with respectto taxes on income, have appointedfor that purposeas their
respectivePlenipotentiaries:

The Presidentof the UnitedStatesof America:
DeanAcheson,Secretaryof State of the UnitedStatesof America,and

The SwissFederalCouncil:
CharlesBruggmann,Envoy Extraordinaryand Minister Plenipoten-

tiary of the SwissConfederation,

who, having communicatedto one anothertheir full powers, found in good
anddueform, haveagreedas follows:

Article I

(1) The taxesreferredto in this Conventionare:
(a) In the caseof the UnitedStatesof America:The Federalincome

taxes, including surtaxesand excessprofits taxes.

(b) In the caseof The Swiss Confederation:The federal, cantonal
and communaltaxeson income(total income, earnedincome, incomefrom
property, industrial andcommercialprofits, etc.).

(2) The presentConventionshall alsoapply to any otherincomeor profits
tax of a substantiallysimilar characterimposed by either contractingState
subsequentlyto the date of signatureof the presentConvention.

I The Conventioncameinto forceon 27 September1951 by the exchangeof theinstruments
of ratification at Berne, in accordancewith article XX.
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Article II

(1) As usedin this Convention:

(a) The term “ United States” meansthe United Statesof America,
and when used in a geographicalsensemeansthe States,the Territories
of Alaska and Hawaii, and the District of Columbia.

(b) The term “Switzerland” meansThe SwissConfederation.

(c) The term “ permanentestablishment”means a branch, office,
factory, workshop,warehouseor other fixed place of business,but does
not include the casualandtemporaryuse of merely storagefacilities, nor
does it include an agency unlessthe agenthas and habitually exercisesa
general authority to negotiate and conclude contracts on behalf of an
enterprise or has a stock of merchandisefrom which he regularly fills
orderson its behalf. An enterpriseof one of the contractingStatesshall
notbe deemedto havea permanentestablishmentin the otherStatemerely
becauseit carrieson businessdealingsin suchotherState through a com-
mission agent, broker or custodianor other independentagentacting in
the ordinary course of his businessas such. The fact that an enterprise
of one of the contractingStatesmaintainsin the otherState a fixed place
of businessexclusively for the purchaseof goods or merchandiseshall
not of itself constitutesuchfixed placeof businessapermanentestablishment
of such enterprise. The fact that a corporationof one contractingState
has a subsidiarycorporationwhich is a corporation of the other State or
which is engagedin tradeor businessin the otherStateshall not of itself
constitute that subsidiary corporation a permanentestablishmentof its
parentcorporation. The maintenancewithin the territory of one of the
contractingStatesby an enterprise of the other contracting State of a
warehousefor convenienceof deliveryandnot for purposesof displayshall
not of itself constitutea permanentestablishmentwithin that territory
eventhoughoffers of purchasehavebeenobtainedby an agentof the enter-
prisein that territoryandtransmittedby him to theenterprisefor acceptance.

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

(e) The term “ United States enterprise” means an industrial or
commercial enterpriseor undertakingcarriedon in the United Statesby
a resident(includingan individual, fiduciary andpartnership)of the United
Statesor by a UnitedStatescorporationor other entity; theterm “United
Statescorporation or other entity” meansa corporation or other entity
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createdor organizedunderthe law of the United Statesor of anyStateor
Territory of the United States.

(f) The term “Swiss enterprise” meansan industrial or commercial
enterpriseorundertakingcarriedon in Switzerlandby anindividual resident
in Switzerlandor by a Swisscorporationor otherentity; the term “ Swiss
corporationor otherentity “ meansacorporationor institutionor foundation
havingjuridical personality,or apartnership(association”ennomcollectif”
or “ en commandite“), or other associationwithout juridical personality,
createdor organizedunder Swiss laws.

(g) The term “ competentauthorities” means, in the case of the
United States,the Commissionerof Internal Revenueasauthorizedby the
Secretaryof the Treasury; and in the case of Switzerland, the Director
of theFederalTaxAdministrationasauthorizedby theFederalDepartment
of FinancesandCustoms.

(h) The term “industrial or commercialprofits” includesmanufac-
turing, mercantile,mining, financial and insuranceprofits, but does not
include income in the form of dividends, interest, rents or royalties, or
remunerationfor personalservices: Provided,however,thatsuchexcepted
items of income shall, subject to the provisions of this Convention, be
taxed separately or togetherwith industrial or commercial profits in
accordancewith the laws of the contractingStates.

(2) In the applicationof the provisions of the presentConventionby one
of the contractingStatesanytermnot otherwisedefinedshall, unlessthe context
otherwiserequires,havethe meaning which such term has underits own tax
laws.

Article III

(1) (a) A Swiss enterpriseshall not be subject to taxation by the United
Statesin respectof its industrial andcommercialprofits unlessit is engaged
in tradeor businessin theUnitedStatesthrougha permanentestablishment
situated therein. If it is so engagedthe United Statesmay impose its
tax upon the entire income of such enterprisefrom sourceswithin the
United States.
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(b) A United Statesenterprise shall not be subject to taxation by
Switzerlandin respectof its industrial and commercial profits except as
to suchprofits allocableto its permanentestablishmentsituatedin Switzer-
land.

(2) No accountshall be taken in determiningthe tax in one of the con-
tracting Statesof the merepurchaseof merchandisetherein by an enterprise
of the otherState.

(3) Where an enterprise of one of the contractingStates is engagedin
trade or businessin the territory of the other contractingState through a
permanentestablishmentsituated therein, there shall be attributed to such
permanentestablishmentthe industrial or commercial profits which it might
be expectedto derive if it were an independententerpriseengagedin the same
or similar activities under the sameor similar conditionsand dealing at arm’s
length with the enterpriseof which it is a permanentestablishment.

(4) In the determinationof the industrial or commercial profits of the
permanentestablishmentthere shall be allowed as deductionsall expenses
which are reasonablyapplicable to the permanentestablishment,including
executiveandgeneral administrativeexpensesso applicable.

(5) The competentauthoritiesof the two contractingStatesmay lay down
rulesby agreementfor the apportionmentof industrial andcommercialprofits.

Article IV

Where an enterprise of one of the contractingStates, by reasonof its
participationin the managementor the financial structureof an enterpriseof
the other contractingState, makeswith or imposeson the latter, in their com-
mercial or financial relations,conditionsdifferent from thosewhich would be
madewith an independententerprise,any profits which would normally have
accruedto one of the enterprises,but by reasonof thoseconditions havenot
soaccrued,maybeincludedin theprofits of thatenterpriseandtaxedaccordingly.

Article V

Incomewhich an enterpriseof one of the contractingStatesderivesfrom
the operationof ships or aircraft registeredin that State shall be taxableonly
in the Statein which suchships or aircraftare registered.

Article VI

(1) Therate of tax imposedby oneof the contractingStatesupon dividends
derivedfrom sourceswithin such State by a residentor corporation or other

No. l7O~



236 United Nations— Treaty Series 1952

entity of the other contractingStatenot having a permanentestablishmentin
the former State shall not exceed15 percent: Provided, however, that this
paragraphshallhaveno applicationto Swisstax in the caseof dividendsderived
from Switzerlandby a Swiss citizen (who is not also a citizen of the United
States)residentin the United States.

(2) It is agreed,however,that suchrate of tax shallnot exceedfive percent
if the shareholderis a corporationcontrolling, directly or indirectly, at least
95 percentof the entirevoting powerin the corporationpaying the dividend,
andif not morethan 25 percentof the grossincomeof suchpayingcorporation
is derivedfrom interestanddividends,otherthaninterestanddividendsreceived
from its own subsidiarycorporations. Suchreductionof the rateto five percent
shallnot apply if the relationshipof the two corporationshasbeenarrangedor
is maintainedprimarily with the intention of securingsuch reducedrate.

(3) Switzerlandmay collect its taxwithout regardto paragraphs(1) and (2)
of this Article but will makerefund of the tax so collectedin excessof the tax
computedat thereducedratesprovidedin suchparagraphs.

Article VII

(1) The rate of tax imposedby one of the contractingStateson interest
on bonds, securities, notes, debenturesor on any other form of indebtedness
(including mortgagesor bondssecuredby realproperty) derivedfrom sources
within suchcontractingStateby a residentor corporationor otherentity of the
othercontractingStatenothaving apermanentestablishmentin the formerState
shall not exceedfive percent: Provided, however, that this paragraphshall
haveno applicationto Swisstax in the caseof interestderivedfrom Switzerland
by a Swisscitizen (who is not also a citizen of the United States)residentin the
United States.

(2) Switzerlandmay collect its tax without regardto paragraph(1) of this
Article but will makerefund of thetax so collectedin excessof the tax computed
at the reducedrateprovidedin suchparagraph.

Article VIII

Royaltiesand otheramountsderived,as considerationfor the right to use
copyrights,artistic andscientificworks, patents,designs,plans,secretprocesses
and formulae,trade-marks,andother like propertyandrights(including rentals
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and like paymentsin respectto motion picturefilms or for the use of industrial
commercialor scientificequipment),from sourceswithin oneof the contracting
Statesby a residentor corporation or other entity of the other contracting
Statenot having a permanentestablishmentin the formerStateshallbe exempt
from taxation in such former State.

Article IX

(1) Incomefrom real property (including gains derivedfrom the sale or
exchangeof suchpropertybut not including interestfrom mortgagesor bonds
securedby real property) and royalties in respectof the operationof mines,
quarries, or other natural resources,shall be taxableonly in the contracting
State in which such property, mines, quarries,or other natural resourcesare
situated.

(2) A residentor corporation or other entity of one of the contracting
Statesderivinganysuchincomefrom suchpropertywithin the othercontracting
State may, for any taxableyear, elect to be subject to the tax of such other
contractingState, on a net basis, as if such residentor corporation or entity
were engagedin tradeor businesswithin such othercontractingState through
a permanentestablishmentthereinduring such taxableyear.

Article X

(1) An individual residentof Switzerlandshall be exempt from United
Statestax upon compensationfor labor or personalservicesperformedin the
United States(including the practice of the liberal professionsand rendition
of servicesas director) if he is temporarily presentin the United Statesfor a
period or periodsnot exceedinga total of 183 daysduring the taxableyear and
either of the following conditionsis met:

(a) his compensationis receivedfor such labor or personalservices
performedasanemployeeof, or undercontractwith, a residentor corpora-
tion or other entity of Switzerland, or

(b) his compensationreceivedfor suchlabor or personalservicesdoes
not exceed$10,000.

(2) The provisions of paragraph(1) of this Article shall apply mutatis
mutandis, to an individual residentof the United Stateswith respectto corn-
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pensation for such labor or personal services performed in Switzerland.

(3) The provisionsof this Article shall haveno application to the income
to which Article XI (1) relates.

(4)1 The provisionsof paragraph(1) (a) of this Article shallnot apply to

the compensation,profits, emolumentsor otherremunerationof public enter-

tainerssuchas stage, motion pictureor radio artists, musiciansand athletes.

Article XI

(1) (a) Wages, salariesand similar compensation,and pensions paid by
the United Statesor by the political subdivisions or territories thereof to
an individual (other than a Swiss citizen who is not also a citizen of the
United States)shall be exempt from Swiss tax.

(b) Wages, salariesand similar compensationand pensions paid by
Switzerlandor by any agencyor instrumentalitythereofor by any political
subdivisionsor otherpublic authoritiesthereofto an individual (otherthan
a United Statescitizen who is not also a citizen of Switzerland) shall be
exempt from United Statestax.

(2) Privatepensionsand life annuitiesderivedfrom within one of the con-
tracting Statesand paid to individuals residing in the other contractingState
shallbe exemptfrom taxation in the former State.

(3) The term” pensions“, asusedin this Article, meansperiodicpayments
made in considerationfor servicesrenderedor by way of compensationfor
injuries received.

(4) The term “life annuities” asusedin this Article, meansa statedsum
payableperiodically at statedtimes during life, or during a specified number
of years, under an obligation to make the payments in return for adequate
andfull considerationin money or money’sworth.

Article XII

A professoror teacher, a residentof one of the contractingStates,who
temporarily visits the other contractingState for the purposeof teachingfor
a periodnot exceedingtwo yearsat a university, college,school or othereduca-
tional institution in the othercontractingState,shallbe exemptedin such other
contractingStatefrom tax on hisremunerationfor suchteachingfor suchperiod.

‘See p. 260 of this volume, Protocol of the instru!nents of ratification of 27 September1951.
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Article XIII

A studentor apprentice,a residentof one of the contractingStates,who
temporarily visits the other contractingState exclusively for the purposesof
study or for acquiringbusinessor technicalexperienceshall not be taxablein
the latter State in respectof remittancesreceivedby him from abroadfor the
purposesof his maintenanceor studies.

Article XIV

(1) Dividendsandinterestpaid by a corporationotherthana UnitedStates
domesticcorporationshallbeexemptfrom United Statestax wherethe recipient
is anonresidentalien as to the United Statesresidentin Switzerlandor a Swiss
corporation,not having a permanentestablishmentin the United States.

(2) Dividends and interest paid by a corporation other than a Swiss
corporationshall be exempt from Swisstax where the recipient is a resident
or corporation of the United States,not having a permanentestablishmentin
Switzerland.

Article XV

(1) It is agreed that double taxation shall be avoided in the following
manner:

(a) The United Statesin determiningits taxesspecified in Article I
of this Convention in the case of its citizens, residentsor corporations
may, regardlessof any other provision of this Convention, include in the
basisupon which suchtaxesare imposedall itemsof incometaxableunder
the revenuelaws of the United Statesas if this Conventionhadnot come
into effect. The United Statesshall, however,subject to the provisions
of section 131, Internal RevenueCode,’ as in effect on the date of the
entry into force of this Convention,deduct from its taxes the amount of
Swiss taxesspecified in Article I of this Convention. It is agreedthat by
virtue of the provisions of subparagraph(b) of this paragraph,Switzerland
satisfies the similar credit requirementset forth in section 131 (a) (3),
Internal RevenueCode.

(b) Switzerland,in determiningits taxesspecifiedin Article I of this
Convention in the case of its residents,corporationsor other entities,

1 United States:26 U.S. Code§ 131.
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shall exclude from the basis upon which such taxes are imposed such
items of income as are dealt with in this Convention, derivedfrom the
United Statesand not exempt from, and not entitled to the reducedrate
of, United Statestax under this Convention; but in the case of a citizen
of the United Statesresidentin Switzerlandthere shall be excluded all
items of income derivedfrom the United States. Switzerland, however,
reservesthe right to take into accountin the determinationof the rate of
its taxesalso the incomeexcludedas providedin this paragraph.

(2) The provisions of this Article shall not be construedto deny the
exemptionsfrom United Statestax or Swisstax, as the casemay be, grantedby
Article XI (1) of this Convention.

Article XVI

(1) The competentauthorities of the contractingStatesshall exchange
such information (being information available under the respective taxation
laws of the contractingStates)as is necessaryfor carrying out the provisions
of the presentConventionor for the preventionof fraud or the like in relation
to thetaxeswhich are thesubjectof the presentConvention. Any information
soexchangedshallbe treatedassecretandshallnot be disclosedto any person
other than those concernedwith the assessmentand collection of the taxes
which are the subject of the presentConvention. No information shall be
exchangedwhich would discloseany trade,business,industrialor professional
secretor any tradeprocess.

(2) Eachof the contractingStatesmay collect such taxesimposedby the
othercontractingStateas thoughsuchtaxeswerethe taxesof theformer State
aswill ensurethat theexemptionor reducedrateof taxgrantedunderArticlesVI,
VII, VIII andXI (2) of the presentConventionby suchother Stateshall not
be enjoyed by personsnot entitled to suchbenefits.

(3) In no case shall the provisions of this Article be construedsoas to
imposeupon eitherof the contractingStatesthe obligation to carry out admi-
nistrative measuresat variance with the regulations and practice of either
contractingState or which would be contrary to its sovereignty, security or
public policy or to supply particulars which are not procurableunderits own
legislation or that of the State making application.
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Article XVII

(1) Where a taxpayershows proof that the action of the tax authoritiesof
the contractingStateshas resulted, or will result, in doubletaxationcontrary
to the provisionsof the presentConvention,he shall be entitled to presentthe
facts to the Stateof which he is a citizen or a resident, or, if the taxpayeris a
corporationor other entity, to the State in which it is createdor organized.
Shouldthe taxpayer’sclaim be deemedworthy of consideration,the competent
authority of such Stateshall undertaketo cometo an agreementwith the com-
petentauthority of the other State with a view to equitableavoidanceof the
double taxationin question.

(2) Shouldany difficulty or doubtariseasto theinterpretationor application
of the presentConvention,or its relationship to Conventionsbetweenone of
the contractingStatesand any other State, the competentauthorities of the
contractingStatesmay settlethe questionby mutual agreement.

Article XVIII

(1) The provisions of this Conventionshall 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 mannerany exemption,deduction, credit or other allowance
now or hereafteraccordedby the laws of one of the contractingStatesin the
determinationof the tax imposedby such State.

(3) The citizens of oneof the contractingStatesshallnot, while resident
in the othercontractingState,be subjectedthereinto otheror more burdensome
taxesthanarethe citizensof suchothercontractingStateresidingin its territory.
The term “ citizens “ asusedin this Article includes all legal persons,partner-
shipsandassociationscreatedor organizedunderthe laws in force in the respec-
tive contractingStates. In this Article the word “ taxes“ meanstaxesof every
kind or description,whetherFederal,State,cantonal,municipal or communal.

Article XIX

(1) The competentauthoritiesof the two contractingStatesmay prescribe
regulations necessaryto carry into effect the presentConventionwithin the
respectiveStates.
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(2) The competentauthoritiesof the two contractingStatesmay communi-
cate with eachother directly for the purposeof giving effect to the provisions
of this Convention.

Article XX

(I) The present Convention shall be ratified and the instruments of
ratificationshallbe exchangedat Berneassoonaspossible. It shallhaveeffect
for the taxableyearsbeginningon or after the first day of Januaryof the year
in which such exchangetakesplace:Provided,however,that if suchexchange
takesplace on or after October 1 of suchyear,Article VI (exceptparagraph(2)
thereof) and Article VII of the Conventionshall haveeffect only for taxable
yearsbeginning on or after the first day of Januaryof the year immediately
following the year in which such exchangetakesplace.

(2) The presentConventionshall continue effective for a period of five
yearsbeginningwith the calendaryear in which theexchangeof the instruments
of ratificationtakesplaceandindefinitely after thatperiod,butmaybeterminated
by either of the contractingStatesat the endof the five-year periodor at any
time thereafter,provided that at least six months’ prior notice of termination
has been given and, in such event, the presentConventionshall ceaseto be
effective for the taxable yearsbeginning on or after the first day of January
next following the expiration of the six-month period.

DONE at Washington,in duplicate, in the English and Germanlanguages,
the two texts having equalauthenticity, this 24th day of May, 1951.

For the Presidentof the United Statesof America:
DeanACHESON [SEAL]

For the Swiss FederalCouncil:
CharlesBRUGGMANN [SEAL]
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PROTOCOLOF EXCHANGE OF THE INSTRUMENTS OF RATIFICA-
TION OF THE CONVENTION BETWEEN THE UNITED STATES
OF AMERICA AND THE SWISS CONFEDERATION FOR THE
AVOIDANCE OF DOUBLE TAXATION WITH RESPECT TO
TAXES ON INCOME. SIGNED AT BERNE, ON 27 SEPTEMBER
1951

The undersigned,R. Borden Reams,Chargéd’affaires of the Legation of
theUnited Statesof America in Berne,andMax Petitpierre,FederalCounselor,
Headof thePolitical Departmentof theSwissConfederation,beingduly author-
ized thereto by their respectiveGovernments,have met for the purposeof
exchanging the instruments of ratification of the convention between the
United Statesof America and the Swiss Confederationfor the avoidanceof
double taxation with respect to taxes on income, signed at Washington on
May 24, 1951. The respectiveinstrumentsof ratification of the convention
aforesaidhaving beencomparedand found to be in due form, the exchange
took place this day.

As recited in the ratification on the part of the United Statesof America,
the Senateof the United Statesof America,in its resolution of September17,
1951, advisingand consentingto the ratification of the convention aforesaid,
expresseda certain reservationwith respectthereto, as follows

“The Governmentof the United Statesof America doesnot accept
paragraph(4) of Article X of the convention, relating to the profits or
remunerationof public entertainers.”

The text of the said reservationwascommunicatedby the Governmentof
the UnitedStatesof Americato the SwissFederalCouncil. The SwissFederal
Council has acceptedthe said reservation. Accordingly, it is understoodby
the two Governmentsthat the convention aforesaid,upon entry into force in
accordancewith its provisions, is modified in accordancewith the said reserva-
tion, so that, in effect, paragraph(4) of Article X of the convention aforesaid
is deemedto be deleted.

IN WITNESS WHEREOF, the undersignedhave drawn up and signed the
presentProtocolof Exchange.

DONE in duplicate, in the English and French languages,at Berne this
27th day of September,1951.

For the Governmentof the Forthe Swiss
United Statesof America: FederalCouncil:

R. BORDEN REAMS Max PETITPIERRE
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