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No. 4623. CONVENTION1 BETWEEN JAPAN AND SWE-
DEN FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH
RESPECT TO TAXES ON INCOME. SIGNED AT
TOKYO, ON 12 DECEMBER 1956

The Governmentof Japanandthe Governmentof Sweden,
Desiring to concludea Conventionfor the avoidanceof double taxation and

the preventionof fiscal evasionwith respectto taxeson income,

Have appointedfor that purposeas their respectivePlenipotentiaries,

The Governmentof Japan

Mr. MamoruShigemitsu,Minister for ForeignAffairs of Japanand

The Governmentof Sweden
Mr. Tage Grönwall, Envoy Extraordinary and Minister Plenipotentiaryof

Swedento Japan,

Who, havingcommunicatedto oneanothertheir respectivefull powers,found

in good anddueform, haveagreedupon the following Articles:

Article I

1. The taxeswhich are the subjectof the presentConventionare

(a) In Japan: the income tax and the corporation tax (hereinafterreferred
to as “Japanesetax “).

(b) In Sweden: the Stateincometax, including the coupontax, and the tax
on public entertainers(hereinafterreferredto as “Swedishtax”).

2. The presentConventionshallalso apply to any othertax on incomeor profit
which has a substantiallysimilar characterto thosereferredto in the preceding
paragraphand which may be imposedin either contractingStateafter the date
of signatureof the presentConvention.

Article II

1. In the presentConvention, unlessthe contextotherwiserequires

Cameinto force on 1 June1957, thedate of theexchangeof theinstrumentsof ratification
at Stockholm,in accordancewith article XX.
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(a) The term“Japan”,whenusedin a geographicalsense,meansall the terri-
tory in which the laws relatingto Japanesetax areenforced.

(b) The terms “one of the contractingStates” and “the other contracting
State” meanJapanor Sweden,as the context requires.

(c) Theterm“tax” meansJapanesetax or Swedishtax,asthe contextrequires.

(d) The term “resident of Japan” meansany individual who is residentin
Japanfor the purposesof Japanesetax andnot residentin Swedenfor the purposes
of Swedishtax and the term “resident of Sweden” meansany individual who is
residentin Swedenfor the purposesof Swedishtax andnot residentin Japanfor
the purposesof Japanesetax.

(e) The terms“residentof oneof the contractingStates”and“residentof the
othercontractingState”meana residentof Japanor a residentof Sweden,as the
contextrequires.

(/) The term “Japanesecorporation” meansany corporation,including any
legalentity, whichhasits headoffice in Japanandthe term “Swedishcorporation”
meansany coporation,including any legal entity, which is createdor organized
underthe laws of Swedenandwhich is not a Japanesecorporation.

(g) The terms“corporationof oneof the contractingStates”and“corporation
of the other contractingState” meana Japanesecorporationor a Swedishcor-
poration,as the contextrequires.

(h) The term “Japaneseenterprise”meansan industrialor commercialenter-
priseor undertakingcarriedon by a residentor corporationof Japanandthe term
“Swedish enterprise”meansan industrialor commercialenterpriseor undertaking
carriedon by a residentor corporationof Sweden.

(i) The terms “enterpriseof one of the contractingStates” and “enterprise
of the othercontractingState”meanaJapaneseenterpriseor a Swedishenterprise,
as the contextrequires.

(j) The term“permanentestablishment”whenusedwith respectto an enter-
priseof oneof the contractingStates,meansan office, branch,factory,warehouse
or other fixed place of business,but doesnot includean agencyunlessthe agent
has,andhabitually exercises,a generalauthority to negotiateandconcludecon-
tracts on behalf of the enterpriseor has a stock of merchandisefrom which he
regularly fills ‘orders on its behalf. It may include the constantuse of merely
storagefacilities butdoesnot includethecasualandtemporaryuseof suchfacilities.

In this connection

(1) An enterpriseof oneof the contractingStatesshallnot be deemedto have
a permanentestablishmentin the other contractingStatemerelybecause
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it carrieson businessdealingsin that othercontractingState through a
bona flde broker, commission agent, or other independentagent acting
in the ordinarycourseof his businessassuch;

(2) The fact that an enterpriseof one of the contractingStatesmaintainsin
the other contractingState a fixed placeof businessexclusively for the
purchaseof goodsor merchandisefor that enterpriseshall not of itself
constitutethat fixed place of businessa permanentestablishmentof the
enterprise; and

(3) Thefactthat a corporationof oneof thecontractingStateshasasubsidiary
corporationwhich is acorporationof theother contractingStateor which
carrieson a tradeor businessin that othercontractingStateshallnot of
itself constitutethat subsidiarycorporationa permanentestablishmentof
its parentcorporation.

(k) The term “industrial or commercial profits” includes manufacturing,
merchantile,agricultural, fishing, mining and insuranceprofits as well as profits
from banking and security dealings,but doesnot include income in the form of
dividends,interests,rents,or royaltiesas referredto in Article VI, paragraph2 or
remunerationfor personalservices.

(1) The term “competentauthorities”in relationto acontractingStatemeans
the Minister of Financeof that contractingStateor his authorizedrepresentative.
2. In the applicationof the provisionsof the presentConventionby eithercon-
tracting Stateany term not otherwisedefinedshall, unlessthe context otherwise
requires,havethe meaningwhich it hasunderthe laws of that contractingState
relatingto tax.

Article III

1. The industrialor commercialprofits of an enterpriseof oneof the contracting
Statesshallnot be subject to tax in the othercontractingStateunlessthe enter-
prise has a permanentestablishmentsituated in that other contractingState.
If it hassuch permanentestablishment,tax may be imposedby that other con-
tracting State on all industrial or commercial profits of that enterprise from
sourceswithin thatothercontractingState.

2. Wherean enterpriseof oneof thecontractingStateshasapermanentestablish-
ment situatedin the othercontractingState,thereshallbe attributedto that per-
manent establishmentthe industrial or commercial profits which it might be
expectedto derivein that othercontractingStateif it werean independententer-
priseengagedin the sameor similar activities underthe sameor similar conditions
anddealingon anindependentbasiswith the enterpriseof which it is a permanent
establishment,and the profits so attributedshall be deemedto be income from
sourceswithin that othercontractingState.
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3. In determiningthe tax of one of the contractingStates,no accountshall be
taken of the merepurchaseof merchandisethereinby an enterpriseof the other
contractingStatefor that enterprise.
4. Incomederivedfrom thesaleof goods(excludingthe kind of incomementioned
in the following paragraph)shall be treated,for the purposesof applicationof the
provisionsof paragraphI above,as derivedfrom the country in which suchgoods
aresold.
5. Incomederivedfrom the saleby an enterprisein oneof the contractingStates
of goodsmanufacturedin the othercontractingStatein whole or in part by that
enterpriseshall be treated,for the purposesof application of the provisionsof
paragraph1 above, as derivedin part from the country in which the goodsare
manufacturedand in part from the country in which the goodsare sold.

6. The competentauthoritiesof bothcontractingStatesmay,consistentwith the
provisonsof thepresentConvention,arrangedetailsfor theapportionmentof indus-
trial or commercialprofits.

Article IV

Where

(a) an enterpriseof oneof the contractingStatesparticipatesdirectly or indirectly
in the managerialor financialcontrol of an enterpriseof the other contracting
State,or

(b) the same individuals or corporationsparticipate directly or indirectly in the
managerialor financialcontrol of an enterpriseof oneof the contractingStates
andanenterpriseof the othercontractingState,

and in eithercase,conditionsare madeor imposedbetweenthe two enterprises,
in their commercialor financial relations,which differ from thosewhichwould be
madebetweenindependententerprises,thenany profits whichwould but for those
conditionshaveaccruedto oneof theenterprisesbut by reasonof thoseconditions
havenot so accruedmay be includedin the profits of that enterpriseand taxed
accordingly.

Article V

Notwithstandingthe provisions of Articles III and IV, profits which an
enterpriseof oneof the contractingStatesderivesfrom the operationof shipsor
aircraft registered

(a) in that contractingStateor in the othercontractingState,or
(b) in any third country which exemptsfrom its tax profits 4erived from the

operationof shipsor aircraft registeredin that othercontractingState

shall be exemptfrom the tax of that other contractingState.
No. 462~3
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Article VI

1. The amountof tax imposedby oneof thecontractingStateson royalty derived
from sourceswithin thatcontractingStateby a residentor corporationof the other
contractingState, not having a permanentestablishmentsituatedin the former
contractingState, shall not exceed 15 percent of the amount of such royalty.

2. Theterm “royalty” as usedin the presentArticle meansanyroyalty andother
amount paid as considerationfor using, or for the right to use,any copyright,
patent,design,secretprocessandformula, trade-markor other like property,and
includesrentalsandlike paymentsin respectof motion picture films or for the use
of industrial,commercial,or scientific equipment; but doesnot includeanyroyalty
andother amount paid in respectof the operationof a mine or quarry or of any
other exploitationof naturalresources.

3. Royaltiesfor using, or for the right to use,in one of the contractingStates,
copyrights, patents,designs,secretprocessesandformulae, trade-marksor other
like propertyas well as motion picturefilms and industrial, commercial,or scien-
tific equipmentshall be treated as income from sourceswithin that contracting
State.

4. The amount of tax imposedby one of the contractingStateson the income
derivedfrom sourceswithin that contractingState from the sale of any patent,
design, secretprocessand formula, trade-markor other industrial invention as
well as motionpicture films (excludingsuch films as to which paymentof royalty
is inconceivable)by a residentor corporationof the other contractingState,not
havinga permanentestablishmentsituatedin the former contractingState,shall
not exceed15 percentof the gross amountreceived.

5. Incomederivedfrom the saleof the propertymentionedin the precedingpara-
graph shall be treatedas income from sourceswithin that contractingState in
which suchpropertyis to be used.

Article VII

1. The amountof tax imposedby oneof thecontractingStateson dividendspaid
by acorporationof that contractingStateto a residentor corporationof the other
contractingState, not having a permanentestablishmentsituatedin the former
contractingState, shallnot exceed15 percentof the amount of such dividends.

2. Dividends paid by a Japanesecorporationto a Swedishcorporationshall be
exempt from Swedishtax; providedthat in accordancewith the laws of Sweden
the dividendswould be exempt from tax if both corporationshadbeenSwedish
corporations.
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3. Wherea corporationof oneof the contractingStatesderivesprofits or income
from sourceswithin the othercontractingState,thereshallnotbe imposedin that
othercontractingStateany formof taxationon dividendspaid by the corporation
unless paid to a resident or corporationof that other contractingState,or any
tax in the nature of undistributed profits tax on undistributedprofits of the
corporation,whetheror not those dividendsor undistributedprofits represent,
in whole or in part, profits or incomeso derived.

4. Dividendspaidbyacorporationof oneof thecontractingStatesshallbe treated
as income from sourceswithin that contractingState.

Article VIII

1. The amountof tax imposedby one of the contractingStateson anyinterest
derivedfrom sourceswithin that contractingStateby a residentor corporation
of the other contractingState,not having a permanentestablishmentsituatedin
the former contractingState,shallnot exceed15 percentof the amount of such
interest.

2. The term “interest” as usedin the presentArticle meansintereston bonds,
securities,notes, debenturesor any other form of indebtedness(including mort-
gagesor bondssecuredby realproperty).

3. Intereston

(a) bondsor debenturesissuedby one of the contractingStates,including local
governmentsthereof,or by a corporationof oneof the contractingStates,or

(b) depositsmadein oneof the contractingStates
shall be treatedas incomefrom sourceswithin that contractingState.

4. Interest on loans in connectionwith trade, businessor other transactions
carriedon in oneof the contractingStatesby

(a) a residentor corporationof that contractingState,

(b) anenterpriseof the othercontractingState,having apermanentestablishment
in the former contractingState

shallbe treatedas incomefrom sourceswithin the former contractingState.

Article IX

1. Salaries,wages,pensionsor similarcompensationpaidby oneof thecontracting
Statesin respectof servicesrenderedto that contractingStatein the dischargeof
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governmentalfunctions to any individual who is a national of that contracting
Stateshallbe exemptfrom tax in the othercontractingState.

2. Theprovisionsof the presentArticle shallnotapplyto salaries,wages,pensions
or similar compensationpaid in respectof servicesrenderedin connectionwith
anytradeor businesscarriedon by eitherof the contractingStatesfor thepurposes
of profit.

Article X

1. An individualwho is a residentof oneof thecontractingStatesshallbeexempt
from tax in the othercontractingState on remunerationfor personal(including
professional)servicesperformedwithin thatothercontractingStatein anytaxable
year if—

(a) he is presentwithin that othercontractingStatefor a period or periodsnot
exceedingin the aggregate183 daysduring that taxableyear, and

(b) the servicesare performedfor or on behalf of a residentor corporationof the
formercontractingState.

2. The provisionsof the presentArticle shall not apply to theprofits or remuner-
ation of public entertainerssuch as theatre,motion picture, radio or television
artists,musiciansandprofessionalathletes.

Article XI

A professoror teacherfrom oneof the contractingStateswho visits the other
contractingStatefor a periodnotexceedingtwo yearsfor the purposeof teaching
at a university or similarestablishmentfor highereducationin that othercontract-
ing State, shall be exempt from tax in that othercontractingState in respectof
remunerationfor that teaching.

Article XII

An individual from oneof the contractingStateswho is temporarilypresent
in the othercontractingStatesolelyasastudentat a recognizeduniversity,college
or school in that othercontractingState,shall be exempt from tax in that other
contractingStatein respectof remittancesfrom abroad.

Article XIII

1. Where under the provisionsof the presentConventiona residentof Japan
is entitled to exemptionfrom, or reductionof, Swedishtax, similar exemptionor
reductionshall be appliedto the undividedestateof deceasedpersonin so far as
oneor moreof the beneficiariesis a residentof Japan.
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2. Swedishtax on theundivided estateof a deceasedpersonshall, in sofar as the
incomeaccruesto a beneficiarywho is a residentof Japan,be in accordancewith
the provisionsof Article XV allowed as a credit againstJapanesetax payable
in respectof that income.

Article XIV

1. For the purposesof the presentConvention:

(a) Incomederivedfrom realproperty (including gainsderivedfrom the sale,
transferor exchangeof suchproperty,but not including interest from mortgages
or bondssecuredby realproperty),androyaltiesin respectof theoperationof mines,
quarries,or othernatural resourcesshall be treatedas income derivedfrom the
country in which suchrealproperty, mines, quarries,or other natural resources
aresituated.

(b) Incomederivedfrom thesale,transferor exchangeof shipsor aircraft shall

be treatedas derivedfrom the countrywheresuchshipsor aircraftare registered.

(c) Incomederivedfrom the sale, transferor exchangeof apermanentestab-
lishmentbelongingto an enterpriseof one of the contractingStatesbut situated
in theothercontractingStateshallbe treatedasincomederivedfrom the contract-
ing Statewhere the permanentestablishmentis situated.

(d) Capitalgainsderivedfrom the sale,transferor exchangeof shares,bonds,
debenturesandsimilar assetsshallbe treatedas derivedfrom thecountry in which
suchassetsaresold.

(e) Salaries,wages, or similar compensationfor labour or personalservices
as well as compensationfor professionalservicesshallbe treatedas income from
sourceswithin the country where are renderedthe servicesfor which suchcom-
pensationis paid.
2. Income, the sourceof which hasnot beendeterminedby the provisionsof the
precedingparagraphof this Article or theprecedingArticlesof thepresentConven-
tion, shallbe deemedto beincomefrom sourcesin that contractingStateof which
therecipientof the income is a residentor corporation.

Article XV

1. Japan,in determiningJapanesetax on its resident(including an individual,
who isresidentin Japanfor thepurposesof Japanesetaxbut alsoresidentin Sweden
for the purposesof Swedishtax) or corporationmay include in the basis upon
which that tax is imposedall items of income taxableunder the laws of Japan.
The amount of Swedishtax payableunderthe laws of Swedenandin accordance
with the provisionsof the presentConvention,whetherdirectly or by deduction,
in respectof incomefrom sourceswithin Swedenandsubjectto the taxesof both
contractingStatesshall, however,be allowed as a credit against Japanesetax
payablein respectof that income,but in an amountnot exceedingthat proportion
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of Japanesetax which that incomebearsto the entireincome subjectto Japanese
tax. The foregoing provisionsshall not, however,be construedto precludethe
applicationof the provisions of Articles IX, XI and XII.

2. Incomefromsourceswithin Japanwhichunderthelawsof Japanandin accord-
ance with the provisions of the presentConvention is subject to Japanesetax,
whetherdirectlyor by deduction,shallbeexemptfrom Swedishtax:

Provided that wheresuch income,being income of a kind to which the pro-
visionsof Article VI, paragraphs1 and4 andArticle VIII, paragraphI of the pre-
sent Conventionareapplicable,is paid to aresidentor acorporationof Sweden,
Swedishtax may be chargedon the grossamountof suchincomebut the amount
of Swedishtaxchargeableshallbe reducedby asumnot exceeding15 percentof
the amountof the incomeso charged.

Providedfurther that wheretheincomeis adividend,to which the provisions
of Article VII, paragraph1 are applicableandthe dividend is paid by aJapanese
corporation to a residentof Swedenor to a Swedishcorporation not exempted
from Swedishtax with respecttosuchadividendinaccordancewith the provisions
of Article VII, paragraph2, Swedishtax may be chargedon the grossamount of
the dividend,but the amountof Swedishtax chargeableshallbe reducedby a sum
not exceeding15 percentof the amount of the dividend so charged.

3. The graduatedrate of Swedishtax to beimposedon a residentof Swedenor
in certaincasesa Swedishcorporationmaybecalculatedasthroughincomeexempt-
ed underthepresentConventionwere includedin the amountof the total income.

Article XVI

The competentauthoritiesof both contractingStatesshall exchangesuch
Informationavailableundertheir respectivetax lawsin thenormalcourseof admi-
nistrationas is necessaryfor carryingout the provisionsof the presentConvention
or for the preventionof fraud or for the administrationof statutory provisions
againsttax avoidancein relationto thetax. Any information so exchangedshall
be treated as secretand shall not be disclosedto any personother that those,
including a court, concernedwith the assessmentandcollection of the tax or the
determinationof appealin relationthereto. No information shall be exchanged
which would discloseany trade,business,industrial or professionalsecretor any
tradeprocess.

Article XVII

Any taxpayer,who showsthat the actionof the taxationauthoritiesof either
contractingState has resultedor will result in double taxation contrary to the
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provisionsof the presentConvention, may lodge a claim with the competent
authoritiesof the contractingStateof which the taxpayeris aresidentor corpo-
ration. Should the claim be deemedjustified, such competentauthoritiesshall
undertaketo cometo an agreementwith the competentauthoritiesof the other
contractingStatewith a view to avoidanceof the double taxation in question.

Article XVIII

Shouldany difficulty or doubtariseas to the interpretationor applicationof
the presentConvention,or its relationshipto Conventionsbetweenoneof thecon-
tractingStatesandany third country, the competentauthoritiesof the contract-
ing Statesmay settle the questionby mutual agreement; it being understood,
however, that this provision shallnot be construedto precludethe contracting
Statesfrom settlingby negotiationthroughdiplomaticchannelsanydisputearising
underthe presentConvention.

Article XIX

1. The provisionsof the presentConventionshallnot affect the right to benefit
by any more extensive exemptions which have beenconferred,or which may
hereafterbe conferred,on diplomaticandconsularofficials in virtue of the general
rules of internationallaw.
2. The provisionsof the presentConventionshall not be construedto restrict
in anymannerany exemption,deduction,credit or other allowancenow or here-
after accordedby the laws of oneof the contractingStatesin determiningthe tax
of that contractingState.

3. Thecompetentauthoritiesof eithercontractingStatemayprescriberegulations
necessaryto interpretand carry out the provisionsof the presentConventionand
may communicatewith eachother directly for the purposeof giving effect to the
provisionsof the presentConvention.

Article XX

1. The presentConventionshall be ratified and the instrumentsof ratification
shall beexchangedat Stockholmas soonas possible.

2. The presentConventionshallenterinto force on thedateof exchangeof instru-

mentsof ratificationandshah be applicable—

(a) In Japan:
As regardsincomederivedduring the taxableyearsbeginningon or after

the first dayof Januaryin the calendaryear in which theexchangeof instru-
mentsof ratification takesplace.
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(b) In Sweden:
(1) As regardsincometax (including for thepurposesof thepresentConvention

the taxon public entertainers)on income derivedduring an incomeyear
beginningon or after the first dayof Januaryin the calendaryearin which
theexchangeof instrumentsof ratificationtakesplace;

(2) As regards coupon tax on dividends payable on or after the first day
of Januaryin the calendaryear in which the exchangeof instrumentsof
ratificationtakesplace.

3. Either of the contracting States may terminate the present Convention at
anytimeafteraperiodof five yearsfromthe dateon whichthe presentConvention
entersinto force, by giving to the othercontractingStatenotice of termination,
provided that suchnotice shallbe given on or before the 30th dayof June,and,
in suchevent,thepresentConventionshallceaseto beeffective—

a) In Japan:
As regards the taxable years beginningon or after the first day of January

in the calendaryear nextfollowing thatin which the noticeis given.
(b) In Sweden:

(1) As regardsincometax (including for thepurposesof the presentConven-
tion the tax on public entertainers)on income derivedduringan income
year beginning on or after the first day of Januaryin the calendaryear
nextfollowingthatin whichthenoticeisgiven;

(2) As regards coupon tax on dividends payable on or after the first day of
January in the calendar year next following that in which the notice is
given.

IN WITNESS WHEREOFthe undersigned Plenipotentiarieshavesignedthepres-
ent Convention.

DONE at Tokyo in duplicatein the English languageon the twelfth day of
December,one thousandninehundredand fifty-six.

For Japan: For Sweden:
Mamoru SHIGEMITSU Tage GRöNWALL

PROTOCOL

At the signing of 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 undersigned Plenipotentiaries have agreed upon the following
provisions which shall form an integral part of the said Convention:

1 Seep. 310 of this volume.
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With reference to the joint Danish, NorwegianandSwedishair traffic operat-
ing organizationScandinavianAirlines System(SAS), the provisionsof Article V
shall be appliedto profits derivedfrom the operationof aircraftby that organiza-
tion, whetherthe aircraft be registeredin Denmark,Norway or Sweden,but only
to so muchof the profits so derivedas is allocableto the Swedishpartnerof the
organizationinproportionto its sharein thatorganization.

DONE at Tokyo in duplicatein the English languageon the twelfth day of
December, one thousand nine hundred and fifty-six.

For Japan: For Sweden:

Mamoru SHIGEMITSU TageGR~5NWALL
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