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No. 3675. AGREEMENT’ BETWEEN DENMARK AND
CANADA FOR THE AVOIDANCE OFDOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH
RESPECTTOTAXES ON INCOME. SIGNEDAT OTTAWA,
ON 30 SEPTEMBER1955

The Governmentof Canadaandthe Governmentof the Kingdomof Denmark,
desiringto concludean Agreementfor the avoidanceof double taxationand the
preventionof fiscal evasionwith respectto taxeson income,haveappointedfor
that purposeas their respectivePlenipotentiaries:

The Governmentof Canada:
The HonourableWalter E. Harris, M. P., Minister of Finance;

The Governmentof the Kingdom of Denmark:

His Excellency0. Sehested,Envoy Extraordinary and Minister Plenipo-
tentiary of Denmark in Ottawa;

Who, having exhibited their respectivefull powers, found in good anddue
form, have agreedas follows:

Article I

1. The taxes which are subject to this Agreementare:

(a) In Canada:Incometaxes, including surtaxes,which are imposedby the
Governmentof Canada(hereinafterreferred to as “Canadian tax”)

(b) In Denmark: National income taxes, the intercommunal income tax,
the communalincome tax (hereinafterreferredto as “Danish tax”).

2. This Agreementshall also apply to any other taxesof asubstantiallysimilar
characterimposedby either ContractingGovernmentsubsequentto the signing
of this Agreement.

Article II

1. In this Agreement,unlessthe context otherwiserequires:

‘ Cameinto force on 5 September1956, uponthe exchangeof the instrumentsof ratification
at Copenhagen,in accordancewith articleXVII.
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(a) The term “Denmark” meansthe Kingdom of Denmark, excluding the
FaroeIslands and Greenland.

(b) Theterms“oneof the territories”and“the otherterritory” meanDenmark
or Canada,as the context requires.

(c) The term “tax” meansDanish tax or Canadiantax, as the context re-
quires.

(d) The term “person” includesany bodyof persons,corporateor not corpo-
rate.

(e) Theterm “company” includesany body corporate.

(f) The terms “resident of Denmark” and “resident of Canada” meanres-
pectivelyany personwho is residentin Denmark for the purposesof Danishtax
andnot residentin Canadafor the purposesof Canadiantax, andany personwho
is residentin Canadafor the purposesof Canadiantax andnot residentin Den-
mark for the purposesof Danish tax; a companyshall be regardedas resident
in Denmark if its businessis managedandcontrolledin Denmark andas resident
in Canadaif its businessis managedand controlled in Canada.

(g) The terms “residentof one of the territories” and “residentof the other
territory” meana personwho is a residentof Denmarkor a personwho is a resi-
dentof Canada,as the contextrequires.

(h) The terms“Danish enterprise”and “Canadianenterprise”meanrespec-
tively an enterpriseor undertakingcarriedon by a residentof Denmark and an
enterpriseor undertakingcarried on by a residentof Canada;and the terms
“enterpriseof oneof the territories” and “enterpriseof the other territory” mean
a Danish enterpriseor a Canadianenterprise,as the context requires.

(i) The term “permanentestablishment”whenusedwith respectto an enter-
priseof oneof the territories, meansabranch,office, factory,or other fixed place
of business,a mine, quarry or any other place of natural resourcessubject to
exploitation. It alsoincludesa placewherebuilding constructionis carriedon by
contractfor a periodof at least oneyear,but doesnot include an agencyunless
the agenthas,andhabitually exercises,ageneralauthority to negotiateandcon-
clude contractson behalf of the enterpriseor has a stock of merchandisefrom
which he regularly fills orderson its behalf. In this connection

(i) An enterpriseof one of the territoriesshall not be deemedto havea perma-
nentestablishmentin the otherterritorymerelybecauseit carrieson business
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dealingsin thatotherterritory througha bona fide brokeror generalcommis-
sion agent acting in the ordinarycourse of his businessas such;

(ii) The fact that an enterpriseof one of the territoriesmaintainsin the other
territory a fixed placeof businessexclusively for the purchaseof goodsor
merchandiseshall not of itself constitutethat fixed place of businessa
permanentestablishmentof the enterprise;

(iii) The fact that acompanywhich is a residentof oneof the territorieshas a
subsidiarycompanywhich is aresidentof the otherterritoryor whichcarries
on a tradeor businessin that otherterritory (whetherthrougha permanent
establishmentor otherwise) shall not of itself constitutethat subsidiary
companya permanentestablishmentof its parentcompany.

2. In the applicationof the provisionsof the presentAgreementby one of the
ContractingGovernmentsany term not otherwisedefinedshall, unless the con-
text otherwiserequires,havethe meaningwhich such term has under its own
tax laws.

Article III

1. The profits of a Danishenterpriseshallnot besubject to Canadiantax unless
the enterpriseis engagedin tradeor businessin Canadathrough a permanent
establishmentsituatedtherein. If it is so engaged,tax may be imposedon those
profits by Canada,but only on so muchof them as is attributableto that perma-
nent establishment.

2. The profits of a Canadianenterpriseshallnot be subjectto Danishtax unless
the enterpriseis engagedin tradeor businessin Denmark through a permanent
establishmentsituatedtherein. If it is so engaged,tax maybe imposedon those
profits by Denmark,but only on so muchof them as is attributableto that per-
manent establishment.

3. Wherean enterpriseof one of the territories is engagedin tradeor business
in the other territory through a permanentestablishmentsituatedtherein, there
shall be attributed to such permanentestablishmentthe profits which it might
be expectedto derive in that otherterritory if it werean independententerprise
engagedin the sameor similar activities underthe sameor similar conditionsand
dealingat arm’s length with the enterpriseof which it is a permanentestablish-
ment.

4. No portion of any profits arising to an enterpriseof one of the territoriesshall
be attributed to a permanentestablishmentsituated in the other territory by
reasonof the merepurchaseof goodsor merchandisewithin that otherterritory
by the enterprise. -

5. Wherea companywhich is a residentof one of the territoriesderivesprofits
or income from sourceswithin the other territory, the Governmentof that other
territory shallnot imposeany form of taxationon dividendspaid by the company
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to personsnotresidentin thatother territory, or anytax in the natureof anundis-
tributed profits tax on undistributedprofits of the company,by reasonof the
fact that those dividendsor undistributedprofits represent,in whole or in part,
profits or income so derived.

6, Paragraphs~l and 2 of this articleshall not be construedas preventingone
of the Contracting Parties from imposing a withholding tax on income in the
form of dividends, interest, rents or royalties, derivedfrom sourceswithin its
territory by a residentof the territory of the other Party if such income is not
attributed to a permanentestablishmentin the territory of the first Party.

Article IV
Where:

(a) an enterpriseof one of the territoriesparticipatesdirectly or indirectly
in the management,control or capital of an enterpriseof the other territory, or

(b) the samepersonsparticipatedirectly or indirectly in the management,
control or capital of an enterpriseof one of the terrritories andan enterpriseof
the other territory, and
in eithercaseconditionsare madeor imposedbetweenthe two enterprises,in their
commercialor financial relations,which differ from thosewhich would be made
betweenindependententerprises,then anyprofits which but for thoseconditions
would haveaccruedto one of the enterprisesbut by reasonof thoseconditions
havenot so accruedmay be includedin the profits of that enterpriseandtaxed
accordingly.

Article V

1. Notwithstandingthe provisionsof Articles III and IV, profits which a resi-
dentof oneof theterritoriesderivesfrom operatingshipsor aircraft shallbeexempt
from tax in the other territory.

2. The Agreementdated18th June, 19291betweenCanadaandDenmarkpro-
viding for the reciprocalexemption from income tax on earningsderived from
the operationof ships shallnot haveeffect for any yearor period for which the
presentAgreementhas effect.

Article VI

1. The rate of Canadiantax on dividends, interest,rents or royalties derived
from sourceswithin Canadaby a residentof Denmark shall not exceed15 per

1 Leagueof Nations,TveatySeries,Vol. XCV, p. 81.
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cent. unlesssuchincomeis attributableto apermanentestablishmentin Canada
maintainedby such residentof Denmark.

2. Notwithstandingparagraph1, the rate of Canadiantax on dividends paid
to a companywhich is a residentof Denmarkby a companyresidentin Canada,
morethan 50 per cent. of whose shareswhich haveunderall circumstancesfull
voting rights are ownedby the former company,shallnot exceed5 per cent.

3. The rateof Danish tax on dividends,interest,rentsor royalties derivedfrom
sourceswithin Denmark by a residentof Canadashall not exceed15 per cent.
unless such income is attributable to a permanentestablishmentin Denmark
maintainedby such residentof Canada.

4. Notwithstandingparagraph3, the rate of Danish tax on dividendspaid to
a companywhich is a residentof Canadaby a companyresidentin Denmark,
more than 50 per cent. of whoseshareswhich haveunderall circumstancesfull
voting rights areownedby the former company,shallnot exceed5 per cent.

Article VII -

Copyiight royalties and other like paymentsmadein respectof the produc-
tion or reproduction of any literary, dramatic,musicalor artistic work (but not
including rentsor royaltiesin respectof motion picture films) andderivedfrom
sourceswithin one of the territoriesby a residentof the other territory shallbe
exempt from tax in that first-mentionedterritory.

Article VIII

1. Remuneration(otherthan pensions)paid by one of the ContractingGovern-
mentsto anyindividual for servicesrenderedto that Governmentin the discharge
of governmentalfunctionsshall be exempt from tax in the territory of the other
ContractingGovernmentif the individual is resident in that territory solely for
the purposeof rendering theseservices.

2. The provisionsof this Article shallnot apply to paymentsin respectof services
renderedin connectionwith anytradeor businesscarriedon by eitherof the Con-
tracting Governmentsfor purposesof profit.

Article IX

1. An individual who is a residentof Denmark shallbe exempt from Canadian
tax on profits or remunerationin respectof personal(including professional)ser-
vices performedwithin Canadain any taxation year if:

(a) he is presentwithin Canadafor a periodor periodsnot exceedingin the
aggregate183 days during that year, and
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(b) the servicesare performedfor or on behalf of a personresidentin Den-
mark.

2. An individual who is a residentof Canadashallbe exempt from Danish tax
on profits or remunerationin respectof personal(including professional)services
performedwithin Denmark in any year of assessmentif:

(a) he is presentwithin Denmark for a period or periodsnot exceedingin
the aggregate183 days during that year, and

(b) the servicesare performedfor or on behalfof apersonresidentin Canada.

3. The provisionsof this Article shall not apply to the profits or remuneration
of public entertainerssuch as stage, motion picture or radio artists, musicians
andathletes.

Article X

1. Any pensionor annuity derivedfrom sourceswithin Canadaby an individual
who is a residentof Denmark shall be exempt from Canadiantax.

2. Any pensionor annuity derivedfrom sourceswithin Denmarkby an indivi-
dual who is a residentof Canadashallbe exemptfrom Danishtax.

3. The term “annuity” meansa statedsumpayableperiodicallyat statedtimes,
during life or during a specifiedor ascertainableperiodof time, underan obliga-
tion to makethe paymentsin returnfor adequateandfull considerationin money
or money’s worth.

Article XI

A professoror teacherfrom oneof the territorieswho receivesremuneration
for teaching,during a periodof temporaryresidencenot exceedingtwo years,at
a university,college, schoolor other educationalinstitution in the other territory,
shallbe exempt from tax in that otherterritory in respectof that remuneration.

Article XII

A studentor businessapprenticefrom oneof theterritorieswho is receiving
full-time educationor training in the other territory shallbe exempt from tax
in thatother territoryon paymentsmadeto him by personsin the first-mentioned
territory for the purposesof his maintenance,educationor training.

Article XIII

1. Canadaagreesto allow asa deductionfrom Canadiantax on any incomede-
rived from sourceswithin Denmarkthat is subjectto tax inCanadathe amountof
Danish tax payablein respectto that income. Providedthat the amountof the
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deductionshall not exceedthe proportion of the Canadiantax that the income
from Denmarkthat is subject to Danishtax bearsto the total incomesubjectto
Canadiantax. For the purposesof this paragraphonly, the term “Danish tax”
shall not include the communalincome tax.

2. Denmarkagreesto allow as a deductionfrom Danishtax on any incomede-
rived from sourceswithin Canadathat is subject to tax in Denmarkthe amount
of Canadiantax payablein respectto that income. Provided that the amount
of thedeductionshallnotexceedtheproportionof the Danishtax that the income
from Canadathat is subjectto Canadiantax bearsto the total incomesubjectto
Danish tax.

3. For the purposesof this Article, profits or remunerationfor personal(including
professional)servicesperformedin one of the territories shall be deemedto be
incomefrom sourceswithin that territory, andthe servicesof an individual whose
servicesare wholly or mainly performedin shipsor aircraftoperatedby a resident
of one of the territoriesshall be deemedto be performedin that territory.

Article XIV

1. The competentauthoritiesof the ContractingGovernmentswill upon request
exchangeinformation of a fiscalnaturewhich is availableto them, or which they
areableto obtain undertheir own legislationandwhichwould beuseful to assure
the regularassessmentand collectionof the taxesreferredto in this Agreement,
as well as the applicationwith respectto thesetaxesof thelegalprovisionsrelative
to the ~revention of fiscal fraud.

The information so exchangedshall retainits secretnatureandshallnot be
disclosedto personsother than thosechargedwith assessmentand collection of
the taxesreferredto in this Agreement.

The provisionsof this Article shallnot in any casebe consideredasrequiring
oneof the ContractingGovernmentsto discloseto the other Government,either,
information other than that which its own fiscal legislationpermits it to obtain,
or information the furnishing of which would involve the disclosureof industrial,
commercialor professionalsecretsor trade processes.

Neither shall theseprovisionsbe consideredas imposing on one of the two
ContractingGovernmentsthe obligation to perform an administrativeact which
would be contrary to its regulationsor practices. -

2. The term “competentauthorities” means,in the caseof Canada,the Minister
of NationalRevenueor his authorizedrepresentative;andin thecaseof Denmark
the Minister of Financeor his authorizedrepresentative.

No 3675



1957 Nations Unies— Recueildes Traités 131

Article XV

1. The presentAgreementmaybe extended,eitherin its entiretyor with modifi-
cations,to the territoriesof theFaroeIslandsandGreenlandif in theseterritories
thereare imposedtaxessubstantiallysimilar in characterto thosewhich are the
subjectof thepresentAgreement. The extensionof theAgreementandthe modifi-
cationstheretoshall be specifiedand agreedbetweenthe ContractingPartiesin
notes to be exchangedfor this purpose.

2. The termination of the presentConventionunderArticle XVIII shall, unless
otherwiseexpresslyagreedby both ContractingParties,terminatetheapplication
of the presentConvention to any territory to which the Conventionhas been
extendedunder this Article.

Article XVI

1. Any taxpayerwho shows proof that the action of the revenueauthoritiesof
the two ContractingPartieshas resultedin double taxation with respectto the
taxesreferredto in this Agreement,may lodge aclaim with the statein which he
resides. Shouldthe claim be upheld, the competentauthority of this statemay
cometo an agreementwith the competentauthorityof the otherstatewith aview
to equitableavoidanceof the double taxation.

2. Thecompetentauthoritiesof the two ContractingPartiesmaylikewise come
to an agreementfor the purposeof overcomingdouble taxation in cases not
otherwiseprovided by this Agreement,as well as in the casewhere the interpre-
tation or the applicationof this Agreementgives rise to difficulties or doubts.

Article XVII

1. This Agreementis draftedin the DanishandEnglish languages,the two texts
having equalforce.

2. The Agreementshall be ratified by the ContractingParties,and the instru-
mentsof ratification shallbe exchangedat Copenhagenwith the shortestdelay.

3. The Agreementshall comeinto force on the date on which the instruments
of ratification are exchangedand shall thereuponhaveeffect:

(a) In respectof Canadiantax, for the taxation yearsbeginning on or after
the 1st dayof Januaryin thecalendaryear in which the exchangeof instruments
of ratification takesplace

(b) In respectof Danishtax, for the taxationyearsbeginningon or after the
1st dayof April in thecalendaryear inwhich theexchangeof instrumentsof ratifi-
cation takesplace.

N’ 3675



1957 Nations Unies— Recueildes Traités 133

Article XVIII

ThisAgreementshallcontinuein effectindefinitely, buteitherof theContract-
ing Governmentsmay on or before the 30th day of June in any calendaryear
following the calendaryear in which the exchangeof instrumentsof ratification
takesplace,give to theotherContractingGovernmentnoticeof termination,and
in such eventthis Agreementshall ceaseto be effective:

(a) In respectof Canadiantax, for the taxationyearsbeginningon or after
the 1st day of Januaryin the calendaryear next following that in which notice
is given;

(b) In respectof Danishtax, for the taxationyearsbeginningon or after the
1st dayof April in the calendaryearnext following that in which notice is given.

IN WITNESS WHEREOF the above-mentionedPlenipotentiarieshavesignedthe
presentAgreementandhave affixed theretotheir seals.

DONE at Ottawa, in duplicate,this thirtieth dayof Septembernineteenhun-
dred andfifty-five.

For the CanadianGovernment:

(Signed)W. E. HARRIS
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