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MINISTRY OF FINANCE

(Department of Revenue)
NOTIFICATION
INCOME-TAX
New Dethi, the 23rd January 1959

G.8.R. 112.—Whereas the annexed agreement for the avoidance of double
taxatlon of income between the Governmeni of India ana the Royal Government
of Sweden has been ratifled and the instruments of ratiflcation cxchanged, as
required by Article XX of the sald Agrecment:

Now, thercfore, in cxercise of ‘rhe owers conferrcd by scction 49A of the
Indian Tncome-tax Act, 1922 (11 of 1922), the Ceniral Government hereby directs
that all provisions of the said Agreemcnt shall be given cffeclt to in the Union

of India. .
ANNEXURE

AGREEMENT BETWEEN THE GOVERNMENT OF INDIA AND THE ROYAL
GOVERNMENT OF SWEDEN FOR THE AVOIDANCE OF DOUBLE TAXA-

TION OF INCOME

Whereas the Government of India and the Royal Government of Sweden
desire to comnclude an Agrecmenl for the avoidance of double taxation of mmcome:

.

Now, therefore, it is hereby agreed as follows:

‘ ArtIcLE I
(1) The taxes which are the subject of the present Agreement are:
(a) in India:
the income-tax,
the super-tax,
the surcharge,

imposed undetr thc Indian Income-tax Aect, 1922 (11 of 1922, (herein-
after referred to as “Indian tax™)

(19)
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(b) in Sweden:
(i) the State income-tax, including coupon tax;

(ii) the tax on companies reducing share-capital (utskiftningsskatten);
(lii) the tax on companies on undistributed profits (crsateningsskatten) ;

(ly) the tax on public entertainers (bevillningsavglfterna for sarskil
fé-maper onh rattigheter) ;

(v) the communal income-tax (kommunal inkomstskatt); and

(vi) the sailors tax (sjdmansskrizen) (hereinafter referred to as “swedish
tax”). .

(2) The present’ Agreement shall also apply to any other taxes ot a substan-
tially similar character imposed in India or gweden subsequent to the date of
signature of the present Agreement. |

ArtIcLE II
(1) In the present Agreement, unless the context otherwise requires:

(a) The terms ‘“one of the territories” ang “the other territory” mean
Sweden or India as the context requires; |

(b) the term *“person” includes individuals, companies and all other
entities which are treated as taxable units under the tax laws In
force in the respective territories; i

(¢) the term “company” means any entity which is treated as a body
corporate or as a company for tax purposes;

(d) the term “tax” means Swedish tax or Indian tax, as the context
requires; (

(e) the term “resident of Sweden” and “resident of India” mean, respec-
tively, a person who is resident in Sweden for the purposes of

. Swedish tax and not resident in India for the purposes of Indian
tax, and a pergon who is resident in India for the purposes of Indian

tax and not resident in Sweden for the purposes of Swedish tax.

A comipan shall be regarded as resident in Sweden if it is mcorporated
n Syweden or its business is wholly managed and controlled in
Sweden; a compang shall be re%ar ed as resident in India if it is
incorporated in India or its business is wholly managed and con-
trolled in India.

(I) the terms “Swedish enterprise” and “Indian enterprise” mean, respec-
tively, an industrial or commerelal enterprise or undertaking carried
on by a resident of Sweden and an industrial or commercial enter-
prise or undertaking carried on by a resident of India, and the terms
“cnterprise of one of the territories” and “enterprise of the other
territory” mean a Swedish enterprise or an Indian enterprise, as
the context requires;

(g) the term *“permanent establishment” means a fixed place of business
in which the business of the enterprise is wholly or partly carried
on,; i |

(aa) The term “flxed place of business” shall include a place of manage-
ment, a branch, an office, a factory, a workshop, a warehouse, a
mine, quarry or other place of extraction of natural resources.

(bb) An enterprise of one of the territories shall be deemed to have
a fixed place of business in the other territory if it carrles on in
that other territory a construction, installation or assembly pro-
ject or the like,

(cc) The use of mere storage facilities or the maintenance of a place
of business exclusively for the purchase of goods or merchandise
and not for any processing of such goods or merchandise in the
territtory of purchase, shall not constitute a permanent establish-
ment.
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(dd) A person acting in one of the tcrritories for or on behalf of an
enterprise of the other territory shall be deemed to bhe & perma-
nent establishment of that enterprise in the first<mentioned terri-
tory, but only if | '

1. he has and habitually exercises in the first-mentinned territory a
general authority to negotiale and enter into contracts tor or
on behalf of the enterprise, unless {he activities of the person
are limited exclusively to the purchase of goods or merchandise
for the enterprise, or

he habitually maintains in the first-mentioncd territory a stock of

goods or merchandise belonging to the enterprise from which

the person regularly delivers goods or merchandise for or on

behalf of the enterprise, or

3. he habitually secures orders in the first-mentioned territory whol-

ly or almost wholly for the enterprise itself or for the enter-

prise and other enterprises which are controlled by it or have a
controlling interest in it :

(ee) A broker of a genuinely independent status who merely acts as
an intermediary between an enterprise of one of the territorles
and a prospective customer in the other territory shall not be
deemed to be a permanent establishment of the enterprise in the
last-mentioned territory,

(ff) The fact that a company, which ig3 a resident of one of the terri-

tories, hag a subsidiary company which either iz a resident of the

other territory or carries on a frade or business in that other
territory (whether through a permanent establishment or other-

wise) shall not, of itself constitute that subsidiary company a

permanent establishment of its parent company.

(h) the term ‘‘competent authority” means in the case of India, the Central
Government in the Ministry of Finance, Department of Revenue, and
in the case of Sweden, the Minister of Finance or his authorized
representative.,

(2) In the application of the provisions of this Agreement in one of the terri-
tories any term not otherwise defined in this Agreement shall, unless the context
otherwise requires, have the meaning which it hag under the lawg in force in
that territory relating to the taxes which are the subject of this Agreement.

ta

' AgpTticry IIT

(1) Tax shall not be levied in one of the territories on the industrial or com-
mercial nrofits of an enterprise of the other territory unless the profits are
derived in the first-mentioned tevritory through a permanent establishment of
the sald enterprise situated in the first-mentioned territory. If profits are so
derived, tax may be levied in the first-mentioned territory on the profits attri-
butable to the said permanent establishment,

(2) There shall be attributed to the nermanent establishment of an enterprisa
of one of the territories situated in the other territory the industrial or commercial
profits which it might be expected to derive in that other territory if it were an
independent enterprise enpaged in the same or similar activities under the same
or similar conditions and dealing at arm’s ‘length with the enterprise of which it
is a8 permanent establishment.

If the information available to the taxation authority concerned is inadeouate
to determine the proflts to be attributed to the permanent establishment, nothing
in this parasraph shall affect the application of the law of either territory in
relation to the liahility of the enternrise to pay tax on an amount determined
by the exercise of a discretion or the making of an estimate by the taxation
authoritv of that territory: Provided that such discretlon shall be exercised or
such estimate shall be made, so far as the information available to the taxation
authority permits, in accordance with the principle stated in thig paragraph.

(3) For the purposes of this Agreement the term “industrial or commercial
profits” shall not include income in the form of rents, rovalties, interest, dividends,
management charges, remuneration for Iabour or personal services or income
from the onreration of <hipe or aircraft but shal] include rents or royalties in

respect of cinematographic films.
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' ArtIicLE IV

Where an cnterprise of onc of the territories carrics on business with an
cnferprise of the other territory, and it appcars to the taxalion authorities of
the first-mentioned ierr.tory that owing to the close connection between such enter-
prises condilions are made or imposcd between the iwo enterprises in Lheir
commercial or financial relations which differ from those which would be made
between independent enterprises dealing at arm’s length with one another, ihen
any profits which would but for thosc conditions have acerued to one of ihe
enterpriscs but by reason of those conditions have nol so accrued may be included
in the profits of thal enterprise and tfaxed accordingly. In consegucnge the
necessary rectifications should be. made concerning the income of the otber

enterprise,
ArricLe V

(1) Income derived from the oneration of ajrerafl by an enterprise of one
of the territorjes shall not be laxed in ithe other territorv, unless the aircrafi is
operated wholly or mainly between places within that other territory.

(2) Paragraph (1) shall likewise apply in respeet of participations in vools
of any kind by cnferprises cngaged in air transport. ,

ArticLeE VI

(1) When a resident of Swedcn, opcratling ships, deriveg profits from India
through such operations carried on in India, such profits shall be subject to tax
in Sweden as well as in India; bul the tax so charged in India shall be reduced
by an amount equal to two thirds of the tax so charpged, and the reduced amount
of Indian tax pavable on tho profits shall be allowed as a credit against any
Swedish tax charged on income accrued (o or received by the resident of Swerden
during the vear in which such reduced Indian tax was paid.

(2) When a resident of India, operating ships, derives profits from Sweden
through such operations carried on in Sweden. such profits shall be subject to
tax in India ag well as in Sweden; but the lax so chargeq in Sweden shall be
reduced by an amount equal to two thirds of the tax =o charged, and the reduced
amount of Swedish tax payable. on the profits shall be allowed as a credit
against any Indian tax charged in respect of such income,

(3) Parapgraphs (1) and (2) shall not apply to proflts arising as a result of
coastal traffic.

ArticLE VII

Royalties derived by a resident of one of the territories lrom sources in the
other territory may be taxed only in that other ferrftory.

In this Article, the term ‘“rovyaltv” meons any rovalty or other like amount
received as consideration for the right to wuse copyrights. artistic or scientifie
works, patents, models, designs, plans, secret processes or formulae, trade-marhks
and cother like property or rights, bul deoes not include anv royalty or other like
amouni in respcet of the operation ol munes. quarviea or other natural resources,
or in respect of cincmatographic films.

ArticLe VIII

Dividends naid by a company which is a resident of one of the lerritories to
a resident of the other territory may be taxed only in the first-mentioned territory.

ArticLe IX

Intercst on bonds, securities, notes. debentures or any other form of indehted-
ness, derived hy a rvesident of one of the territories from =ources in the other
territory may be taxed only in that other territory,

Arricre X

Income from immovable property may be taxed cnly in the territorv in which
the property is situated. For this purpose anv rent or royaltv or other income
derived from the operation of a mine, oparry or anv other extraction of natural
resources shall be regarded as income from immovablé property. )
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ArricLe XI

Capital gains derived from the sale, exchange or transfer of a capital assel.
whether movable or immovable, may be taxed only in the territory in which ithe
capital asset is situated al the {imc of such sale, exchange or transfer.

ArticLeg XII

(1) Remuneration olher than pensions and aunuities paid in Sweden for
services rendered therein out of public funds of India shall not bhe taxed in
Sweden unless the payment is made to a national of Sweden.

(2) Remuneration other than pensions and annuitieg paid in India for services
rendercd therein out of publ.c funds of Sweden shall not be taxed in India unless
the pavment is made to a national of India.

(3) The provisions of paragraphs (1) and (2) of this Article shall not applx
to payments in respect of gervices in conncction with any trade or business carried
on by either ol the Contracling Parties or political sub-divisiong thercof for
purposes of profit.

(4) The provisions of paragraphs (1) and (2) of this Article ghall also anpply
to remuneration other than pensions and annuitics, paid by the Reserve Bank nf
India, the Public Railways Authoritics and the Postal Adminisiration of India
and by Sveriges Riksbank, statcns jarnvagar, posiverket and televcrket.

ArticLe XIII

Any vpension or annuity derived hy a resident of one of the territoriez from
sourceg in the other territory muay be taxed only in that other territory.

Tn this Article the term “peunsion” means a periodic pavment made in con-
sideration of services rendered or by way of compensation for injuries received
and the term “annuily” mcans a stated sum payable periodically al staled times
during life or during a specified or ascertainable period of {ime., under an
obligation to make the payments in return for adequafe and full considevation
in money or money's worth.

AprticLg XIV

(1) Profils or remuneration for professional services or for scrvices ag an
employee (including services as a director) werformed in one of the territories
by an individual who is a resideni of the other territory mav be taxed only
the lerritory in which such services are performed.

(2) An individual who is a resident of India shall not be taxed in Sweden
on proflts or remuneration referred to in parvagraph (1) if

(8) he is temporarily present in Swcden for a period or periods not
exceeding in thc aggregate 183 days during the relevant calendar
VeAar,

(b) the services are performed for or on behalf of a resident of India.
(¢) the profits or remuueration are subjeci to Indian tax, and

(d) the profits or remuneration are not deducted in computing ihe profits
of an enlerprise chargeable to Swedish tax.

(3) An individual who is a vesident of Sweden shall not be taxed in India on
the profits or remuneration refesred to in paragraph (1) it

(a) he is téemporarily present in India for a period or veriods not exer eding
in the aggregate 183 days duing the relevant previous year.

(b) the services are performed for or on behall of a resident of Sweden.
(¢) the profits or remuneration are subject to Swedish tax, and

(d) the profits or remuncration are nol deducted in computing the proiits
of an enterprisc charpgeable to Indian tax.

(4) Where an individual permapently or vredominantly performs services on
ships or aircraft operated by an enterprise of one of the territories such servicés
shall be deemed to be performed in that icrritory.
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ARTICLE XV_

A professor or teacher from one of the territories, who receives remuneration
for teaching, during a period of temporary residence not exceeding two years, at
a university, college, school or other educational institution in the other territory,
shall not be taxed in ihat other territory in respect of that remuneration.

ArTIcLy XVI

(1) An individual from one of the territories who is temporarily present in
the other territory solely

(a) as a student at a university. college or school in that other territory,
(b) as a business apprentice, or

(¢) as the recipient of a grant, allowance or award for the primary purpose
of study or reseavrch from a religious. charitable. selentific or cduca-
tienal organisation

~hall not be taxed in that other territory in respect of remittances from abroad
for the purposes of his maintenance. education or training, or in respect of a
scholarship.

2) An individual from one of the {lerritories who is vresent in the other
territory solely as a student at a universgity. college or school in that other
territory or as a business apwvreniice. shall not be taxed in that other territorv
for a period not exceeding three consecutive years of assessment in respcet of
remuhneration from employment in such other territory, provided that

fa) the remuneration constitutcs earnings necessary for his maintenance
and education, and

(b) the said remuncration does not exceed 4000 Swedish crowns in the
vear of assessment or the equivalent thereof in the currency of India
ag the case mayv be,

ArTticLe XVII

1) The laws in force in ether of the territories will continue to govern the
assessment and taxation of income in the respective territories except where
express provision to the contrary is made in this Agreement.

(2) Suhiect to the provision of Article VI, income from sources within Sweden
which under the laws of Sweden and in accordance with this Agreement is subiect
to tax in Sweden either directly or by deduction shall not be subject to Indian tax.

t3) Subhject to the proviz‘on of Article VI. income from s=ources within Tndia
which nnder the Iaws of India and in acrordance with this Agreement is subicet
o tax in India either directlv or by deduction shall not be subject to Swedish
tax.

¢4) The eraduated rate of Swedish tax tn he imposed on residents of Sweden
and the graduafed rate of Indian tex to he imnosed on residents of India mav be
~qlculated ae though income which under this Agreement is not subjected to
Swedish or Indian tax. as the case may be, were included in the amount of the
total income.

AgTicLe XVIII

The comuetent putharities shall exchange such information (being informa-
tion wh'rh is at their disposgal under their respective taxation laws in the normal
conrse of administration) as iz necessary for carrvine out the provisions of the
present Aereement. Any information sn exchanged shall be trested as secret and
=hall not be disclosed to anv nersone otherv than thase conecerned with the assess-
ment and collection of the taxes which nre the subiect of the present Aereement.
No information as aforessid shall be exchanpged bv the comvetent authority of
nne of the territories which would disclose anv trade, husinesz industrial or pro-
fessional secret or any trade process to lthe authority of the other territory.

ArntrcrLe XIX

Where a tesident of nne of the territories shows oroof that the action of the
taxation authoritles of the other territory has resulted or will result in double
taxation contrary to the provisions of the present Apreement, he shall be entitled
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to present his case to the competent authority of the territory of which he is a
resident, Should the competent authority be satisfied that the claim ought to be
pursued further, the competent authority shall endeavour to come to an agree-
ment with the competent authority of the other territory wilh a view to avoiding
double taxation,

ArTIicLE XX

(1) The prescnt Agreement shall be ralified by the Contracting Parties.
Ratification gy His Majesty the King of Sweden shall be subject to the congent
of the Riksdag. ]

(2) The instruments of ratificalion shall be exchanged at New Delhi as soen ag
possible. . p

(3) Upon exchange of the instruments of ratification, the present Agreement
shall have effect—

(a) in {)r%%ia, for any year of assessment, beginning on or after the 1st April,

) i

(b) in Sweden:

ag respects the State income tax and the communal income tax on income
which is assessed in or after the calendar year beginning on 1lst
January, 1959, being Income for which preliminary tax is payable
during the period Lst March, 1958, to 24th February, 19539, or any
succeeding period;

as resi)gscgs coupon tax on dividends payable on or after lst January,
; {

as respects the tax on public entertainers which is levied on or after 1st
January, 1958; ‘

as respects sailors tax on income payable on or after 1st January, 1958;
and i

ag respects the other Swedish taxes which are levied on or after 1st
anuary, 1959. !

ArticLE XXI

This Agreement shall contlnue in effect indefinitely but either of the <Con-
tracting Parties may on or hefore the 30th day of June in any calendar year after
1961 give to the other Contracting Party notice of termination, and in such event
this Agreement shall cease to be effective—

(a) in India, for any year of assessment beginning on or after the 1st April
irll the second calendar year following such written notice of termina-
tion,

(b) in Sweden:

as respects the State income tax and the communal income tax on income
for which preliminary tax is fpayable after the last day of February
o

in the calendar year next following that in which the notice is
given; |

as respects coupon tax on dividends payable on or after lst January in
the calendar year next following that in which the notice is given;

as respects the tax on public entertainers which is levied on or after 1let

January in the calendar year next following that in which the
notice 15 given;

as respects sailors tax on income payable on or after lst January in the
calendar year next following that in which the notice is given; and

as respects the other Swedish taxes which are levied in or after the
second calendar year following that in which the notice is given.
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In witness whereof the undersipned duly authorized thereto have sighed 1this
Agreement and have afflxed thercto their seals.

Done in duplicale at Slockholm on July 30th 1958 in the English language.
For the Government of India: For the Royul Government of Sweden:

I. S. CHorRA, OsTEN UNDEN,

[No. 3/25/44/58-1T.]
V. V. CHARI, Jt. Secy.

- — . —

;‘RINTED IN INDIA BY THE GENERAL WMANAGER, GOVT. OF INDIA FPRESS,
NEW DELHI AND PUBLISTIED BY THE MANAGER OF PUBLICATIONS, DELHI, 1959



