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CONVENTION BETWEEN THE UNITED STATES OF
AMERICA AND THE KINGDOM OF NORWAY
FOR THE AVOIDANCE OF DOUBLE TAXATION AND
THE PREVENTION OF FISCAL EVASION WITH RES-
PECy TO TAXES ON INCOME AND PROPERTY

The United States of America and the Kingdom of Norway, desiring
to conclude a convention for the avoidance of double taxation and
the prevention of fiscal evasion with respect to taxes on income and
capital have agreed upon the following articles:

CHAPTER I

Scope of Convention

Article 1
Tazxes Covered
(1) The taxes which are the subject of this Convention are:

(a) In the case of the United States, the Federal income taxes
imposed by the Internal Revenue Code, hereinafter referred
to as the «United States tax», and

(b) In the case of Norway:

(i) The national and municipal taxes on income (including
contributions to the tax equalization fund) and capital;
(ii) The national dues on the salaries of nonresident artists;
(iii) The special tax in aid of developing countries;
(iv) The municipal tax on real property; and
(v) The seamen’s tax;
hereinafter referred to as «Norwegian tax>.

(2) This Cenvention shall also apply to taxes substantially similar
to those covered by paragraph (1) which are imposed in addition
to, or in place of, existing taxes after the date of signature of
this Convention.

(3) For the purpose of Article 25 (Nondiscrimination), this Conven-
tion shall also apply to taxes of every kind imposed at the
National, State, or local level., For the purpose of Article 28

of Information) this Convention shall also apply to
taxes of every kind imposed at the National level.
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CHAPTER 11
Definitions

Article 2

General Definitions
(1) In this Convention, unless the context otherwise requires:
(a) (i) The term «United States» means the United States of
America; and

(ii) When used in a geographical sense, the term «United
States» means the States thereof and the District of
Columbia. Such term also includes (A) the territorial
sea thereof and (B) the seabed and subsoil of the
submarine areas adjacent to the territorial sea, over
which the United States exercises sovereign rights, in
accordance with international law, for the purpose of
exploration and exploitation of the natural resources of
such areas, but only to the extent that the person,
property, or activity to which this Convention is being
applied is connected with such exploration or exploita-
tion.

(b) (i) The term «Norway» means the Kingdom of Norway;
and

(ii) When used in a geographical sense, the term «Norway»
includes (A) the territorial sea thereof and (B) the
seabed and subsoil of the submarine areas adjacent to
the territorial sea, over which Norway exercises sover-
eign rights, in accordance with international law, for
the purpose of exploration and exploitation of the na-
tural resources of such areas, but only to the extent
that the person, property, or activity to which this
Convention is being applied is connected with such
exploration or exploitation.

However, the term «Norway» does not include Spitz-
bergen (including Bear Island), Jan Mayen, and the
Norwegian dependencies outside Europe.

(c) The term «one of the Contracting States» or «the other
Contracting State» means the United States or Norway, as
the context requires.

(d) The term «person» includes an individual, a partnership, a
corporation, an estate, a trust, or any body of persons.

(e) (i) The term «United States corporation» or «corporation
of the United States» means a corporation which is
created or organized under the laws of the United States
or any State thereof or the District of Columbia or
any unincorporated entity treated as a United States
corporation for United States tax purposes; and

(ii) The term «Norwegian corporation» or «corporation of
Norway» means any corporation or any entity which is
treated as a body corporate for tax purposes under
Norwegian tax law and is created or organized under
the laws of Norway.

(f) The term ¢competent authority> means:

(i) In the case of the United States, the Secretary of the
Treasury or his delegate, and

(ii) In the case of Norway, the Ministry of Finance and
Customs or its authorized representative. ;

(g) The term «State» means the United States, Norway, or any
other National State.
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(h) The term <international traffic» means any voyage of a ship
or aircraft operated by a resident of one of the Contracting
States except where such voyage is confined solely to places
within a Contracting State. -

(2) Any other term used in this Convention and not defined in this

1)

2)

Convention shall, unless the context otherwise requires, have the
meaning which it has under the laws of the Contracting State
whose tax is being determined. Notwithstanding the preceding
sentence, if the meaning of such a term under the laws of one of
the Contracting States is different from the meaning of the
term under the laws of the other Contracting State, or if the
meaning of such a term is not readily determinable under the
laws of one of the Contracting States, the competent authorities
of the Contracting States may, in order to prevent double tax-
ation or to further any other purpose of this Convention,
establish a common meaning of the term for the purposes of
this Convention.

Article 3

Fiscal Residence
In this Convention:
(a) The term «resident of Norway» means:

(i) A Norwegian corporation, and

(ii) Any person (except a corporation or any entity treated
under Norwegian law as a corporation) resident in
Norway for purposes of its tax, but in the case of a
partnership, estate, or trust only to the extent that
the income derived by such person is subject to Nor-
wegian tax as the income of a resident.

(b) The term «<resident of the United States» means:

(i) A United States corporation, and

(ii) Any person (except a corporation or any unincorporated
entity treated as a corporation for United States tax
purposes) resident in the United States for purposes of
its tax, but in the case of a partnership, estate, or trust
only to the extent that the income derived by such per-
son is subject to United States tax as the income of a
resident.

Where by reason of the provisions of paragraph (1) an individ-

ual is a resident of both Contracting States:

(a) He shall be deemed to be a resident of that Contracting
State in which he maintains his permanent home. If he
has a permanent home in both Contracting States or in
neither of the Contracting States, he shall be deemed to be
a resident of that Contracting State with which his personal
and economic relations are closest (center of vital inter-
ests) ;

(b) If the Contracting State in which he has his center of vital
interests cannot be determined, he shall be deemed to be a
resident of that Contracting State in which he has a habit-
ual abode; ‘ -

(c¢) If he has a habitual abode in both Contracting States or
in neither of the Contracting States, he shall be deemed to
be a resident of the Contracting State of which he is a
citizen; and o
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(d) If he is a citizen of both Contracting States or of neither
Contracting State the competent authorities of the Con-
tracting States shall settle the question by mutual agree-
ment,

For purposes of this paragraph, a permanent home is the place

where an individual dwells with his family.

An individual who is deemed to be a resident of one of the Con-
tracting States and not a resident of the other Contracting
State by reason of the provisions of paragraph (2) shall be
deemed to be a resident only of the first-mentioned Contracting
State for all purposes of this Convention, including Article 22
(General Rules of Taxation).

Article 4

Permanent Establishment
For the purpose of this Convention, the term «permanent estab-
lishment> means a fixed place of business through which a
resident of one of the Contracting States engages in industrial
or commercial activity.

The term «fixed place of business» includes but is not limited to:

(a) A branch;

(b) An office;

(c) A factory;

(d) A workshop;

(e) A warehouse;

(f) A mine, quarry, or other place of extraction of natural re-
sources; and

(g) A building site or construction or installation project which
exists for more than twelve months.

Notwithstanding paragraphs (1) and (2), a permanent establish-
ment shall not include a fixed place of business used only for
one or more of the following:

(a) The use of facilities for the purpose of storage, display, or
delivery of goods or merchandise belonging to the resident;

(b) The maintenance of a stock of goods or merchandise belong-
ing to the resident for the purpose of storage, display, or
delivery;

(¢) The maintenance of a stock of goods or merchandise be-
longing to the resident for the purpose of processing by
another person;

(d) The maintenance of a fixed place of business for the purpose
of purchasing goods or merchandise, or for collecting in-
formation, for the resident;

(e) The maintenance of a fixed place of business for the pur-
pose of advertising, for the supply of information, for scien-
tific research, or for similar activities which have a prepar-
atory or auxiliary character, for the resident; or

(f) The maintenance of a building site or construction or in-
stallation project which does not exist for more than twelve
months.

A person acting in one of the Contracting States on behalf of a
resident of the other Contracting State, other than an agent of
an independent status to whom paragraph (5) applies, shall be
deemed to be a permanent establishment in the first-mentioned
Contracting State if such person —- -
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(a) Has, and habitually exercises in the first-mentioned Con-
tracting State, an authority to conclude contracts in the
name of that resident, unless the exercise of such authority
is limited to the purchase of goods or merchandise for that
resident, or

(b) Maintains substantial equipment or machinery within the
the first-mentioned Contracting State for more than twelve
months.

A resident of one of the Contracting States shall not be deemed
to have a permanent establishment in the other Contracting
State merely because such resident engages in industrial or
commercial activity in that other Contracting State through a
broker, general commission agent, or any other agent of an
independent status, where such broker or agent is acting in
the ordinary course of his business.

The fact that a resident of one of the Contracting States is a
related person (as defined under Article 7 (Related Persons))
with respect to a resident of the other Contracting State or with
respect to a person who engages in industrial or commercial
activity in that other Contracting State (whether through a
permanent establishment or otherwise) shall not be taken into
zecourt in determining whether that resident of the first-
mentioned Contracting State has a permanent establishment in
that other Contraciing State.

The principles set forth in paragraphs (1) through (6) shall be
applied in determining whether there is a permanent establish-
ment in a State other than one of the Contracting States or
whether a person other than a resident of one of the Contracting
States has a permanent establishment in one of the Contracting
States.

CHAPTER III
Tazxaiion of Income

Article 5
Business Profits

Industrial or commercial profits of a resident of one of the
Contracting States shall be exempt from tax by the other Con-
tracting State unless such resident is engaged in industrial or
commercial activity in that other Contracting State through a
permanent establishment situated therein. If such resident is so
engaged, tax may be imposed by that other Contracting State
on the industrial or commercial profits of such resident but only
on so much of such profits as are attributable to the permanent
establishment.

Where a resident of one of the Contracting States is engaged
in industrial or commercial activity in the other Contracting
State through a permanent establishment situated therein, there
shall in each Contracting State be attributed to the permanent
establishment the industrial or commercial profits which would
beattrﬂmtabletosuchpenmmtestablmhmmtlfmchpama-
nent establishment were an independent entity engaged in the
same or similar activities under the same or similar conditions
and dealing wholly independently with the resident of which it
is a permanent establishment.
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In the determination of the indusirizl or commercial profits of
a permanent establishment, there shall be allowed as deductions
expenses which are reasonably connected with such profits, in-
cluding executive and general administrative expenses, whether
incurred in the Contracting State in which the permanenrt estab-
iishment is situated or elsewhere.

No profits shall be attributed to 2 permarent establishment of
a resident of one of the Contraszting States in the other Contract-
ing State merely by reason of the purchase of goods or mer-
chzrdise by that permanent estzblishment, or by the residemt

of which it is 2 permanent esizblishment, for the zeccunt of
that resident.
The term <indusirizl or cormmereizl zeliviiy> indndes the eom-

Soct of memmlieciuring mercentile, inSurance, agriculinral, Gsh-
moormmmgzm—mknevemenshmsa—am
the formishing of services, the remizl of tenzitle persomzl prop-
ey, a=d e rexizl or Beensing of molion picdinre fitms or fims
or tzpes wsed for radio or iclevison broedcesting Sweh term
individ=al efther 2s an employes or In 2n Independeni capacity.
(a) Tke term <indusitial or commercial profitss includes in-
come derived from industrial or commercial activity. Such
term also includes income derived from real property and
natural resources and dividends, interest, royalties (as de-
fined in paragraph (2) of Article 10 (Royalties)), and
capital gains but only if the property or rights giving rise
to such income, dividends, interest, royalties, or capital
gains is effectively connected with a permanent establish-
ment which the recipient, being a resident of one of the
Cfmtracting smﬁ,, bas in the other Contracimg State.

mmwmmmma—w
mm:dm@rhﬁﬂm-mmmmgmmﬂmnﬂwm
meres] aditity Broneh snek pemrenent estehins
wieiber the asiiviiies eszrisd ox i ﬂmc%ﬂmpﬁ'mm&:t
estzhiichment were 2 material facior in the realization of
the izcemee derived from such property or rights. For this
property or rights or such income were aocounted for
through such permanent estzblishment.
Where industrial or commercial profits include items of income
which are dealt with separately in other articles of this Conven-
tion, the provisions of those articles shall, except as otherwise
provided therein, supersede the provisions of this article.

Artiele 6
Skigpeng end Atr Tremspori

Notwithstanding Article 5 (Basiness Profits), income which 2
resident of the Umnited States derives from the operaliom in
interpatiors] trzflic of ships or zireraft registered in either
Coatracting Stzte or in a Siate with which Norway kas an
inccmme tax comveniion exempling such income shall be exempt
from Norwegian tax.
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(2) Notwithstanding Article 5 (Business Profits), income derived by

@
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a resident of Norway, or an international consortium of which a
resident of Norway and residents of other States with which the
United States has an income tax convention exempting such
income are the sole members, from the operation in international
traffic of ships or aircraft shall be exempt from United States
tax

Article 7

Related Persons

Where a resident of one of the Contracting States and any
other person are related and where such related persons make
arrangements or impose conditions between themselves which
are different from those which would be made between in-
dependent persons, any income, deductions, credits, or allowances
which would, but for those arrangements or conditions, have
been taken into account in computing the income (or loss) of,
or the tax payable by, one of such persons, may be taken into
account in computing the amount of the income subject to tax
and the taxes payable by such person.

A person is related to another person if either person owns or
controls directly or indirectly the other, or if any third person or
persons own or control directly or indirectly both. For this pur-
pose, the term <control> includes any kind of control, whether
or not legally enforceable, and however exercised or exercisable.

Article 8

Dividends
Dividends derived from sources within ope of the Contracting
States by a resident of the other Contracting State may be taxed
by both Contracting States.
The rate of tax imposed by one of the Contracting States on
dividends derived from sources within that Contracting State by
a resident of the other Contracting State shall not exceed - -

(2) 15 percent of the gross amount actually distributed; or

(b) When the recipient is a corporation, 10 percent of the gross
amount actually distributed if - -

(i) During the part of the paying corporation’s taxable
year which precedes the date of payment of the divi-
dend and during the whole of its prior taxable year
(if any), at least 10 percent of the outstanding shares
of the voting stock of the paying corporation was owned
by the recipient corporation, and

(ii) Not more than 25 percent of the gross income of the
paying corporation for such prior taxable year (if any)
consists of interest or dividends (other than interest
derived from the conduct of a banking, insurance, or
financing business and other than dividends or interest
received from subsidiary corporations, 50 percent or
more of the outstanding shares of the voting stock of
which is owned by the paying corporation at the time
such dividends or interest is received).

(3) Parsgraph (2) shall not apply if the recipient of the dividends,

being a resident of one of the Contracting States, has a perma-
nent establishment in the other Contracting State and the shares
with respect to which the dividends are paid are effectively

21
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connected with such permanent establishment. In such a case,
see paragraph (6) (a) of Article 5 (Business Profits).

(4) Dividends paid by a corporation of one of the Contracting States
to a person other than a resident of the other Contracting Stzate
(and in the case of dividends paid by a Norwegian corporation,
{0 2 person other than z citizen of the United States) shall be
exempt from tax by that other Coniracting State. This pera-
graph shall not apply if the recipient of the dividends has a per-
manent establishment in that other Contracting State and the
shares with respect to which the dividends are paid are effec-
tively connected with such permanent establishment.

Article 9

Interest

(1) Interest derived from sources within one of the Contracting
States by a resident of the other Contracting State shall be
exempt from tax by the first-mentioned Contracting State.

(2) The term «interest» as used in this Convention means income
from bonds, debentures, Government securities, notes, or other
evidences of indebtedness, whether or not secured and whether
or not carrying 2 right to participate in profits, and debt-claims
of everv kind, as well as ali other income which, under the
taxation law cf the Contracting State in which the income has
its source, is assimilated to income from money lent.

(3) Paragraph (1) shall not apply if the recipient of the interest,
being a resident of one of the Contracting States, has a perma-
nent establishment in the other Contracting State and the in-
debtedness giving rise to the interest is effectiveiy connected
with such permanent estazblishment. In such a case, see para-
graph (6) (a) of Article 5 (Business Profits).

(4) Where any interest paid by a person to any related person
exceeds an amount which would have been paid to an unrelated
person, the provisions of this article shall apply only to so much
of the interest as would have been paid to an unrelated person.
In such a case the excess payment may be taxed by each
Contracting State according to its own law, including the provi-
sions of this Convention whkere applicable.

(5) Interest paid by a resident of one of the Contracting States to
a person other than a resident of the other Contracting State
(and in the case of interest paid by a Norwegian corporation,
to 2 person other than a citizen of the United States) shall be
exempt from tax by the other Contracting State. This paragraph
shall not appiy if - -

(a) Such interest is treated as income from sources within the
other Contracting State under paragraph (2) of Article 24
(Source of Income), or ’

(b) The recipient of the interest has a permanent establishment
in the other Contracting State and the indebtedness giving
rise to the interest is effectively connected with such per-
manent establishment.

Article 10
. Royalties
¢(1) Royalties derived from sources within one of the Contracting
States by a resident of the other Contracting State shall be
exempt from tax by the first-mentioned Contracting State.
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(2) The term <royalties» as used in this article means - -

(a) Payment of any kind made as consideration for the use of,
or the right to use, copyrights of literary, artistic, or scien-
tific works (but not including copyrights of motion picture
films or films or tapes used for radio or television broad-
casting), patents, designs, models, plans, secret processes
or formulae, trademarks, or other like property or rights,
or knowledge, experience, or skill (know-how), and

(b) Gains derived from the sale, exchange, or other disposition
of any such property or rights to the extent that the
amounts realized on such sale, exchange, or other disposition
for consideration are contingent on the productivity, use,
or disposition of such property or rights.

(3) Paragraph (1) shall not apply if the recipient of the royalty,
being a resident of one of the Contracting States, has in the
other Contracting State a permanent establishment and the
property or rights giving rise to the royalty is effectively
connected with such permanent establishment. In such a case,
see paragraph (6) (a) of Article 5 (Business Profits).

(4) Where any royalty paid by a person to any related person
exceeds an amount which would have been paid to an unrelated
person, the provisions of this article shall apply only to so much
of the royalty as would have been paid to an unrelated person.
In such a case the excess payment may be taxed by each
Contracting State according to its own law, including the provi-
sions of this Convention where applicable.

Article 11

Income from Real Property

(1) Income from real property, including royalties in respect of the
operation of mines, quarries, or other natural resources and
gains derived from the sale, exchange, or other disposition of such
property or of the right giving rise to such royalties, may be
taxed by the Contracting State in which such real property,
mines, quarries, or other natural resources are situated. For
purposes of this Convention interest on indebtedness secured by
real property or secured by a right giving rise to royalties in
respect of the operation of mines, quarries, or other natural
resources shall not be regarded as income from real property.

(2) Paragraph (1) shall apply to income derived from the usufruct,
direct use, letting, or use in any other form of real property.

Article 12

Capital Gains
(1) A resident of one of the Contracting States shall be exempt
from tax by the other Contracting State on gains from the sale,
exchange, or other disposition of capital assets unless - -

(a) The gain is derived by a resident of one of the Contracting
States from the sale, exchange, or other disposition of prop-
erty described in Article 11 (Income from Real Property)
situated within the other Contracting State,
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(b) The recipient of the gain, being a resident of one of the
“Contracting States, has a permanent establishment in the
other Contracting State and the property giving rise to the
gain is effectively connected with such permanent establish-
ment, or

(c) The recipient of the gain, being an individual who is a
resident of one of the Contracting States--

(i) Maintains a fixed base in the other Contractmg State
for a period or periods aggregating 183 days or more
during the taxable year and the property giving rise to
such gains is effectively connected with such fixed base,
or

(ii) Is present in the other Contracting State for a period
or periods aggregating 183 days or more durmg the
taxable year.

(2) Notwithstanding Article 5 (Business Profits) and paragraph (1)

4

of this article, gains which a resident of one of the Contracting

_States derives from the sale, exchange, or other disposition of

ships or aircraft which are operated in international traffic
shall be exempt from tax by the other Contracting State.

The provisions of paragraph (1) of this article shall not affect
the right of Norway to tax gains which an individual derives
from the sale or exchange of stock consisting of at least a
25-percent interest in a Norwegian corporation if such individual
was a national and a resident of Norway at any time during the
five year period immediately preceding such sale or exchange.

In the case of gains described in paragraph (1) (a), see Article 11
(Income from Real Property). In the case of gains described in

* paragraph (1) (b), see paragraph (6) (a) of Article 5 (Busmess

1)

(2)

Profits).

Article 13

Independent Personal Scrvices

Income derived by an individual who is a resident of one of the
Contracting States from the performance of personal services in
an independent capacity, may be taxed by that Contracting State.
Except as provided in paragraph (2), such income shall be
exempt from tax by the other Contracting State.

Income derlved by an individual who is a resident of one of the
Contracting States from the performance of personal services in

. an independent capacity in the other Contractmg State may

be taxed by that other Contracting State, if:

(a) The individual is present in that other Contracting State for
a period or periods aggregating 183 days or more in the
taxable year, or

. ‘,(b) The individual maintains a flxed base in that other Con-

tracting State for a period or periods aggregating 183 days
or more in the taxable year, but only so much of it as is
attributable to such fixed base,.or

(c) The individual is 'a public entertainer, such as a theater,
‘motion picture, or television artist; a musician, or an
athlete, and the income is derived from his personal services
as a public entertainer provided that he is present in that

- .. other Contracting State for more -than a total of 90 days
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during the taxable year or such income excesds in the
aggregate 3,000 United States dollars or its equivalent in
Norwegian kroner during the taxable year.

Article 14
Dependent Personal Services

(1) Subject to the provisions of Articles 15 (Teachers), 16 (Stu-
dents and Trzinees), 17 (Governmental Functions), and 18
(Private Pensions and Annuities) wages, salaries, and similar
remuneration derived by an individual who is a resident of one
of the Contracting States from iabor or personal services per-
formed as an employee may be taxed by that Contracting State.
Except as provided by paragraph (2), such remuneraticn derived
from sources within the other Coniracting State may aiso be
taxed by that other Contracting State.

(2) Remuneration described in paragraph (1) derived by an indivi-
dual who is a resident of one of the Contracting States shall be
exempt from tax by the other Contracting State if - -

(8) He is present in that other Contracting State for a period
or periods aggregating less than 183 dayvs in the taxable
year;

(b) He is an emplovee of a resident of the first-mentioned
Contracting State or of a permanent establishment maintain-
ed in that Contracting State by 2 resident of a State other
than that Contracting State; and

(c) The remuneration is not borne as such by a permanent
establishment which the employer has in that other Con-
tracting State.

(3) Notwithstanding paragraph (2), remuneration derived by an
individnal wko is 2 resident of ore of the Coniracting States from
the performance of lzbor or personal services 2s an employee
aboard ships or aircraft operzted by z resident of the other
Contracling State in internztional traffic or in fishicg or the
high seas may be taxed by tkat other Contracting State if such
individnal is a member of the regular complement of the ship
or aircraft.

Article 15

Teachers

(1) Where a resident of one of the Contracting States is invited by
the Government of the other Contracting State or by a universi-
ty or other recognized educational institution in that other Con-
tracting State to come to that other Contracting State for a
period not expected to exceed two years for the purpose of teach-
ing or engaging in research, or both, at a university or other re-
cognized educational institution, and such resident comes to that
other Contracting State primarily for such purpose, his income
from personal services for teaching or research at such univer-
sity or educational institution shall be exempt from tax by
that other Contracting State for a period not exceeding two years
from the date of his arrival in that other Contracting State.

(2) This article shall not apply to income from research if such
research is undertaken primarily for the private benefit of
2 specific person Or perscns,

Artirle 15
Stmdents and Trotveres
(1) (a) An individuz] who is a residemt of cme of the Comtracticg
States at the time he becomes temporarily present in the
cther Contracting State and who is temporarily present in
that other Contracting State for the primary purpose of —
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(i) Studying at a university or other recognized education-
al institution in that other Contracting State, or

(ii) Securing training required to qualify him to practice
a profession or professional specialty, or

(iii) Studying or doing research as a recipient of a"'grant,
allowance, or award from a governmental, relxgious,
charitable, scientific, literary, or educational organiza-
tion,

shall be exempt from tax by that other Contracting State

with respect to amounts described in subparagraph (b) for

a period not exceeding five taxable years from the date of

his arrival in that other Contracting State.

(b) The amounts referred to in subparagraph (a) are--

(i) Gifts from abroad for the purpose of his mainienance,
education, study, research, or training;

(ii) The grant, allowance, or award; and

(iii) Income from personal services performed in that other
Contracting State in an amount not in excess of 2,000
United States dollars or its equivalent in Norwegian
kroner for any taxable year.

(2) An individual who is a resident of one of the Contracting States

(3)

at the time he becomes temporarily present in the other Con-
tracting State and who is temporarily present in that other
Contracting State as an employee of, or under contract with, a
resident of the first-mentioned Contracting State, for the pri-
mary purpose of - -

(a) Acquiring technical, professional, or business experience
from a person other than that resident of the first-mentioned
Contracting State or other than a person related to such
resident, or

(b) Studying at a university or other recognized educational
institution in that other Contracting State, shall be exempt
from tax by that other Contracting State for a period of
twelve consecutive months with respect to his income
from personal services in an aggregate amount not in excess
of 5,000 United States dollars or its equivalent in Nor-
wegian kroner.

An individual who is a resident of one of the Contracting States
at the time he becomes temporarily present in the other Con-
tracting State and who is temporarily present in that other
Contracting State for a period not exceeding one year, as a
participant in a program sponsored by the Government of that
other Contracting State, for the primary purpose of training,
research, or study, shall be exempt from tax by that other Con-

‘ tracting State with respect to his income from personal services

in respect of such training, research, or study performed in that

- .other Contracting State in an aggregate amount not in excess of

(4)

10,000 United States dollars or its equivalent in Norwegian
kroner.

The benefits provided under Article 15 (Teachers) and para-
graph (1) of this article shall extend only for such period of
time as may reasonably or customarily be required to effectuate
the purpose of the visit, but in' no case shall any individual
have the benefits provided therein for more than a total of fwe
taxable years from the date of his arrival. ’

t
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Article IT
Covermmenicl Fumclions
recting Sizles or 2 polilics] sohdivison or loczl zmiboriiy thereod,
o 2 ciizen & =zt Cosfreciics Stzte Tor khor or persoxs] Serviees
dvisicas or lore! zmihoriifes Im the dscherge of govnrmmental

Article 18
Private Pensions and Annuifies

(1) Except as provided in Article 17 (Governmental Functions),
pensions and other similar remuneration paid to an individual
who is a resident of one of the Conlracting States in considera-
Hon of past employment shall be tzxable only in that Contract-
ing State.

{Z2) Alimony and annmities paid 1o 2z individne!l who IS 2 resident of
traefing State.

(3} Ciald support peyments mede by an individral who 5 2 resident
cf oxe of the Coztractirg Stetes to an individual whe IS 2 resi-
demt of the other Contreciing Sizfe shall be exempt from t=x
in et oiter Coxtiractins Sizte.

(4} As used in this article--

(2) Thke term <pensions ard other similar remmrerations means
periodic peyments made after retirement or death in con-
sideration for services rendered, or by way of compensa-
tion for injuries received in comnection with past employ-
ment;

(b) Tke term «annwilies> means a siated sum paid pericdically
at stated imes during life, or during a specified number of
years, under an obligation to mzake the payments in return
for adequate and full consideration (other than services

rendered) ;
(c) The term <alimony»> means periodic pavments made pursu-
ant to a decree of divoree, separate mainfenance

agreement,
or support o Seperziion agreement, which s tzxahble to the
recipient under the infermal lzws of the Comiracting State
of wineh be s 2 resident ; zod
(&) The term «<ciilld sEpport paymenis> mezns periobe pEy-
meris for the sopport of 2 miner &ild made porswent to
a decree of divoree, scperzie maintenance agreement, or
support or separation agreement.

Articie 19
Socisl Security Peymezls
Social seczrily peymments and other pubife peczions peid by ome of
ﬁecmtudmgsmtommﬁvﬁm]whonansﬁmtafme
other Contracting State skall be tsxable only in the first-mentioned
State. This article shall not apply to payments deseribed
in Article 17 (Governmental Functions).
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Article 20

Investment or Holding Companies

A corporation of one of the Contracting States deriving dividends,
interest, royalties, or capital gains from sources within the other
Contracting State shall not be entitled to the benefits of Articles 8
(Dividends), 9 (Interest), 10 (Royalties), or 12 (Capital Gains)
if - -

(a) By reason of special measures the tax imposed on such cor-
poration by the first-mentioned Contracting State with
respect to such dividends, interest, royalties, or capital
gains is substantially less than the tax generally imposed by
‘such Contractinng State on corporate profits, and

(b) 25 percent or more of the capital of such corporation is held
of record or is otherwise determined, after consultation
between the competent authorities of the Contracting States,
to be owned directly or indirectly, by one or more per-
sons who are not individual residents of the first-mentioned
Contracting State (or, in the case of a Norwegian corpora-
tion, who are citizens of the United States).

CHAPTER 1V

Taxation of Capital
Article 21
Cazifa] Taxes

(1) Cagpital represent=d by propeciy referred fo im Article 11 (In-
come from Real Properiy) may be taxed in the Contracting
State in which such property is sitmated.

(2) Subject fo the provisions of paragraph (3) below, capital repre-
sented by assets, other than property referred ic in paragraph
(1), which are effectively connected with 2 permanent establiish-
meat of 2 resident of one of the Contraeting States may be texed
in the Contracting State in which the permanent establishment
s sitmaied.

(3) Ships and zireraft of a resident of ome of the Contraeting States
and assets, cther than property referred to in paragraph (1),
pertaining to the operation of such ships or aircraft shall be
exempt from tax by the other Contracting State.

(4: Ajl otier ~lements of capital of z resident of a Coniracting State
not deal! with in this article shall be exempt from tax by the
other Contracting State.

CHAPTER V
General Rules
Article 22
Gereral Rules of Taxatior

(1) A resident of ome of the Coxlracting Sizies may be taxed by the
other Coxtracting Stzte on aoy income from sourees within that
cther Comtracting Stete and oxily on sach income, subjert to amy
limitztions szt forth v this Convention. For this purpose, the
rales szt forth im Artide 24 (Scuree of Income) sikall be zp-
Hied o deterrmive the sorroe of incame.

(2) The provisions of this Cozvention s=hall not be comsiroed to
restrict in any manner any excusion, exempiiom, deduction,
credit, or other allowance now or herezfier accorded - -
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(2) By the laws of one of the €ontracting States in the deter-
mination of the tax imposed by that Contracting State, or
(b) By any other agreement between the Contracting States.

The United States may tax its citizens or residents as if this

Convention had not come into effect.

(a) This provision shall not affect the rules laid down in Arti-
cles 19 (Social Security Payments), 23 (Relief from Double
T: zation), 25 (Nondiscrimination), 26 (Diplomatic and
Consular Officers), and 27 (Mutual Agreement Procedure).

(b) This provision shall not affect the rules laid down in ArhH-
cles 15 (Teachers), 16 (Students and Trzainees), and 17
(Governmental Functions), upon individuals who are not
citizens of the United States and who do not have immi-
grant status in the United States.

Morway may tax its diplomatic ard consular officers as if this
Convention had not come into effect.

The United States may impose its personal holding company
tax and its accumulated earnings tax notwithstanding any pro-
vision of this Convention. However, a Norwegian corporation
shall be exempt from the United States personal holding com-
pany tax in any taxable year if all of its stock is owned, directly
or indirectly, by one or more individuals who are residents of
Norway (and not citizens cf the United States) for that entire
year. A Norwegian corporation shall be exempt from the United
States accumulated earnings tax in any taxable year unless
such corporation is engaged in trade or business in the United
States through a permanent establishment at any time during
such year.

The competent authorities of the two Contracting States may

prescribe regulations necessary to carry out the provisions of
this Convention.

Article 23
Relief from Double Tazxation

Doubie taxation of income shall be avoided in the following manner:

@)

In accordance with the provisions and subject to the limitations
of the law of the United States (as it may be amended from
time to time without changing the principles hereof) regarding
the allowance of a credit against United States tax of tax payable
in any country other than the United States, the United States
skall allow to a citizen or resident of the United States as a
credit against the United States tax the appropriate amount of
Norwegian tax. Such appropriate amount shall be based upon the
amount of tax peid to Norway, but the credit shall not exceed
the limitations (for the purpose of iimiting the credit to the
United States tax on income from sources within Norway or
on income from sources outside of the United States) provided
by United States law for the taxable year. For the purpose of
applying the United States credit in relation to taxes paid to
Norway, the rules set forth in Article 24 (Source of Income)
shall be applied to determine the source of income. For purposes
of applying the United States credit in relation to the taxes
paid to Norway the taxes referred to in paragraph (1) (b) of
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Article 1 (Taxes Covered) other than the national and munici-
pal taxes on capital and the municipal tax on real property shall
be considered to be income taxes.

In the case of income derived from sources in the United States,

relief from double taxation shall be granted in Norway in the

following manner:

(a) Where a resident of Norway derives income or owns pro-
perty which, in accordance with the provisions of this Con-
vention, may be taxed in the United States or is exempt
from United States tax under Article 15 (Teachers) or
Article 16 (Students and Trainees), Norway shall, subject
to the provisions of subparagraphs (b) or (c) of this para-
graph, exempt such income or property from tax but may,
in calculating tax on the remaining income or property of
that resident, apply the rate of tax which would have been
applicable if the exempted income or property had not been
so exempted.

(b) Where a resident of Norway derives income which, in
accordance with the provisions of this Convention may be
taxed in both Contracting States, Norway shall allow as a
credit against the tax on the income of that resident an
amount equal to the tax paid in the United States. Such
credit shall not, however, exceed that part of the tax, as
computed before the credit is given, which is appropriate
to the income derived from sources in the United States
under the rules set forth in Article 24 (Source of Income).

(c) In determining its tax on a Norwegian corporation receiving
dividends from a United States corporation in which it owns

10 percent or more of the stock, Norway shall allow a credit
against the tax otherwise payable by the Norwegian corpo-
ration for the appropriate amount of United States tax
imposed on the United States corporation on the profits out
of which the dividends were paid. However, the deduction
allowed such a Norwegian corporation for dividends paid
out by it shall be reduced by the net amount of dividends
received from the United States corporation (after all
United States taxes imposed on such dividends).

Article 24
Source of Income

For purposes of this Convention:

1)

(2)

Dividends shall be treated as income from sources within a
Contracting State only if paid by a corporation of that Con-
tracting State.

Interest shall be treated as income from sources within a Con-

tracting State only if paid by such Contracting State, a political

subdivision or a local authority thereof, or by a resident of that

Contracting State. Notwithstanding the preceding sentence - -

(a) If the person paying the interest (whether or not such per-
son is a resident of one of the Contracting States) has a
permanent establishment in one of the Contracting States
in connection with which the indebtedness on which the
interest is paid was incurred and such interest is borne by
such permanent establishment, or

(b) If the person paying the interest is a resident of one of the
Contracting States and has a permanent establishment in
a State other than a Contracting State in connection with

39
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which the indebtedness on which the interest is paid was
incurred and such interest is paid to a resident of the other
Contracting State, and such interest is borne by such per-
manent establishment,
such interest shall be deemed to be from sources within the
State in which the permanent establishment is situated.
Royalties described in paragraph (2) of Article 10 (Royalties)
for the use of, or the right to use, property or rights described
in such paragraph shall be treated as income from sources
within a Contracting State only to the extent that such royalties
are for the use of, or the right to use, such property or rights
within that Contracting State.
Income from real property and royalties from the operation of
mines, quarries, or other natural resources (including gains
derived from the sale of such property or the right giving rise
to such royalties) shall be treated as income from sources within
a Contracting State only if such property is situated in that
Contracting State.
Income from the rental of tangible personal (movable) proper-
ty shall be treated as income from sources within a Contracting
State only if such property is situated in that Contracting State.

Income received by an individual for his performance of labor or
personal services, whether as an employee or in an independent
capacity, shall be treated as income from sources within a Con-
tracting State only to the extent that such services are perfor-
med in that Contracting State. Income from personal services
performed aboard ships or aircraft operated by a resident of
one of the Contracting States in international traffic or in
fishing on the high seas shall be treated as income from sources
within that Contracting State if rendered by a member of the
regular complement of the ship or aircraft. Notwithstanding the
preceding provisions of this paragraph, remuneration described
in Article 17 (Governmental Functions) and payments described
in Article 19 (Social Security Payments) shall be treated as in-
come from sources within a Contracting State only if paid by or
from the public funds of that Contracting State or a political
subdivision or local authority thereof.

Income from the purchase and sale of intangible or tangible
personal (including movable) property (other than gains defined
as royalties by paragraph (2) (b) of Article 10 (Royalties))
shall be treated as income from sources within a Contracting
State only if such property is sold in that Contracting State.

Income from gains described in paragraph (3) of Article 12
(Capital Gains) shall be treated as income from sources within
Norway.

Notwithstanding paragraphs (1) through (7), industrial or com-
mercial profits which are attributable to a permanent establish-
ment which the recipient, a resident of one of the Contracting
States, has in the other Contracting State, including income
derived from real property and natural resources and divi-
dends, interest, royalties (as defined in paragraph (2) of Article
10 (Royalties)), and capital gains, but only if the property or
rights giving rise to such income, dividends, interest, royalties,
or capital gains are effectively connected with such permanent
establishment, shall be treated as income from sources within
that other Contracting State.

(10) The source of any item of income to which paragraphs (1)

through (9) are not applicable shall be determined by each of
the Contracting States in accordance with its own law. Not-
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withstanding the preceding sentence, if the source of any item
of income under the laws of one Contracting State is different
from the source of such item of income under the laws of the
other Contracting State or if the source of such income is not
readily determinable under the laws of one of the Contracting
States, the competent authorities of the Contracting States
may, in order to prevent double taxation or further any other
purpose of this Convention, establish a common source of the
item of income for purposes of this Convention.

CHAPTER VI
Special Provisions

Article 25

Nondiscrimination
A citizen of one of the Contracting States who is a resident of
the other Contracting State shall not be subjected in that other
Contracting State to more burdensome taxes than a citizen of
that other Contracting State who is a resident thereof.
A permanent establishment which a resident of one of the
Contracting States has in the other Contracting State shall not
be subject in that other Contracting State to more burdensome
taxes than a resident of that other Contracting State carrying
on the same activities. This paragraph shall not be construed
as obliging a Contracting State to grant to individual residents
of the other Contracting State any personal allowances, reliefs,
or deductions for taxation purposes on account of civil status or
family responsibilities which it grants to its own individual
residents.
A corporation of one of the Contracting States, the capital of
which is wholly or partly owned or controlled, directly or in-
directly, by one or more residents of the other Contracting State,
shall not be subjected in the first-mentioned Contracting State
to any taxation or any requirement connected therewith which
is other or more burdensome than the taxation and connected
requirements to which a corporation of the first-mentioned
Contracting State carrying on the same activities, the capital of
which is wholly owned or controlled by one or more residents of
the first-mentioned Contracting State, is or may be subjected.

The provisions of this article shall not be construed as obliging |

Norway to grant to citizens of the United States who are not
born in Norway of parents having Norwegian nationality, the
exceptional tax relief which is accorded pursuant to section 22 of
the Norwegian Taxation Act for the Rural Districts and section
17 of the Norwegian Taxation Act for the Urban Districts, to
citizens of Norway and individuals born in Norway.

A citizen or resident of the United States shall, for purposes of
Norwegian income tax, be allowed to deduct interest expenses
which are incurred with respect to a mortgage or other evidence
of indebtedness on real property which is situated in Norway
to the same extent that such expenditures would be deductible
for purposes of Norwegian income tax if incurred by a resident
of Norway.

In accordance with paragraph (3) of Article 1 (Taxes Covered)
this article shall apply to taxes of every kind imposed at the
National, State, or local level.
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(7) The provisions of paragraph (2) skall not be construed as
preventing Norsay from iexing tke total profils atiribuizble
t0 2 permanent establishment which is meintained in Norway
by a Urnited Siates corporation at a rate at which the undistrib-
wted profits of a Norwegizn corporztion may be taxed How-
ever, the amount of such tax shall not exceed the tax that wouid
be imposed on a eorporation and its shareholders if such profits
were derived by a Norwegian corporation that distributed to its
United States shareholders, owning at least 10 percent of its
voting stock, the same percentage of its profits as such United
States corporation maintaining such permanent establishment
distributed to its shareholders from its total profits.

Article 26
Diplomatic ard Consular Officers
Nothing in this Convention shall affect the fiscal privileges of
diplomatic and consular officials under the gereral rules of inter-
national law or under the provisions of special agreements.

Ariicie 27
Mwtual Agreement Procedure

(1) Where 2 resident of one of the Contracting States considers
that the actton of one or both of the Contracting States results
or will result for him in taxaion not in accordance with this
Convention, he may, notwithstanding the remedies provided by
the pational laws of the Contracting States, present his case to
the competent authority of the Contracting State of which he is
a resident. Should the resident’s claim be considered to have
merit by the competent authority of the Contracting State to
which the claim is made, it shall endeavor to come to an
agreement with the competent authority of the other Contract-
ing State with 2 view to the avoidarce of texztion conmtrary to
the provisions of this Convention.

(2) The competert zuthorities cf the Coniracling States shall
endeavor to resclve by mmime! agreement any difficolities or
doabts arising 2s o the application of this Convention. In parti-
cular, the competent authorities of the Contracting States may
agree--

{a) To the same atiribultion of indusirial or commercial profits
to a resident of one of the Contracting States and its per-
manent establishment sitnated in the other Contracting
State;

(b) To the same allocation of income, deductions, credits, or
allowances between a resident of one of the Contracting
States and any related person; or

(¢) To the same determination of the source of particular items
of income.

(3) The competent authorities of the Contracting States may com-
municate with each other directly for the purpose of reaching
an agreement in the sense of this article. When it seems advisable
for the purpose of reaching agreement, the competent authorities
may meet together for an oral exchange of opinions.
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In the event that the competent authorities reach such an
agreement, taxes shall be imposed on such income, and refund
or credit of taxes shall be allowed, by the Contracting States in
accordance with such agreement.

Article 28

Ezxchange of Information

The competent authorities of the Contracting States shall ex-
change such information as is pertinent to carrying out the
provisions of this Convention and of the domestic laws of the
Contracting States concerning taxes covered by this Convention.

Any information so exchanged shall be treated as secret and

shall not be disclosed to any persons other than those (including

a court or administrative body) concerned with assessment,

collection, enforcement, or prosecution in respect of the taxes

which are the subject of this Convention.

In no case shall the provisions of paragraph (1) be construed

so as to impose on one of the Contracting States the obliga-

tion - -

(a) To carry out administrative measures at variance with the
laws or the administrative practice of that Contracting
State or the other Contracting State;

(b) To supply particulars which are not obtainable under the
laws, or in the normal course of the administration, of that
Contracting State or of the other Contracting State; or

(¢) To supply information which would disclose any trade,
business, industrial, commercial, or professional secret or
trade process, or information, the disclosure of which would
be contrary to public policy.

The exchange of information shall be either on a routine

basis or on request with reference to particular cases., The

competent authorities of the Contracting States may agree on
the list of information which shall be furnished on a routine
basis.

The competent authorities of the Contracting States shall notify

each other of any amendments of the tax laws referred to in

paragraph (1) of Article 1 (Taxes Covered) and of the adoption
of any taxes referred to in paragraph (2) of Article 1 (Taxes

Covered) by transmitting the texts of any amendments or new

statutes at least once a year.

The competent authorities of the Contracting States shall notify

each other of the publication by their respective Contracting

States of any material concerning the application of this Con-

vention, whether in the form of regulations, rulings, or judicial

decisions by transmitting the texts of any such materials at least
once a year. '

Article 29

Assistance in Collection

Each of the Contracting States shall endeavor to collect on
behalf of the other Contracting State such taxes imposed by
that other Contracting State as will ensure that any exemption
or reduced rate of tax granted under this Comvention by that
other Contracting State shall not be enjoyed by persons not
entitled to such benefits. The competent authorities of the
Contracting States may consult together for the purpose of
giving effect to this article.
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(2) In no case shall this article be construed so as to impose upon

1)

€))

™

a Contracting State the obligation to carry out administrative
measures at variance with the regulations and practices of either
Contracting State or which would be contrary to the first-
mentioned Contracting State’s sovereignty, security, or public

policy.

Article 30

Extension to Territories

Either one of the Contracting States may, at any time while
this Convention continues in force, by a written notification
given to the other Contracting State through diplomatic channels,
declare its desire that the operation of this Convention, either
in whole or in part or with such modifications as may be found
necessary for special application in a particular case, shall - -

(a) In the case of the United States, extend to all or any of the
areas (to which this Convention is not otherwise applicable)
for whose international relations it is responsible and which
impose taxes substantially similar in character to those

. which are the subject of this Convention, and

(b) In the case of Norway, extend to all or any of the areas

(to which this Convention is not otherwise applicable) for
whose international relations it is responsible and in which
taxes are imposed which are substantially similar in charac-
ter to those that are the subject of this Convention.
When the other Contracting State has, by a written com-
munication through diplomatic channels, signified to the
first-mentioned Contracting State that such notification is
accepted in respect of such area or areas, and the noti-
fication and communication have been ratified and instru-
ments of ratification exchanged, this Convention, in whole
or in part, or with such modifications as may be found
necessary for special application in a particular case, as
specified in tke notification, shall apply to the area or areas
named in the notification and shall enter into force and
effect on and after the date or dates specified therein. None
of the provisions of this Convention shall apply to any such
area in the absence of such acceplance and exchange of
instruments of ratification in respect of that area.

At any time after the dzte of entry into force of an extension

under paragraph (1), either of the Contracting States may, by

six month’s prior notice of termination given to the other

Contracting State through diplomatic charnels, terminate the

application of this Convention to any area to which it has been

extended under paragraph (1), and in such event this Conven-
tion shall cease to apply and have force and effect, beginning
on or after the first day of Janwary rext following the expirs-
tion of the six-moxth period, to the arez or arezs ramed therein,
bat withoat affecting its continued application to the United

States, Norway, or to auny cther area to which it has been

extended under paragraph (1).

In the spplication of this Coavention in relation {0 any area to

which it is extended by npotification by Rorway or the United

States, reference {0 <Norwzy> or the United Sizles, 25 the

case mzy be, siall be comstroed a3 referring to that arez.
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{4) The termiration in respect of the United Staies or Norway of

@)

this Convention under Article 32 (Termination) shell, unless
otherwise exprescly agreed by both Contracting Stztes terminate
the application of this Convention to any area to which the
Convention has been extended under this article by the United
States or Norway.

CHAPTER VII
Final Provisions

Article 31
Entry info Force

This Convention shali be ratified and the instruments of rahti-
fication shail be exchangsd at Washington, D.C, as =oon as
possibie. It shall enter into force two months after the exchange
of the instruments of ratification. Iis provisions shall for the
first time have e‘fect--

(a) in the case of the United States--

(1) As respects the rate of withholding tax, to amounts
paid oo or after the date on which this Convention
enters into forcee;

(i1) As respects other income taxes, to taxable years begin-
nng on or after January 1, 1971;

(b in the case of Norway--

i) As respecis the rzie of withholding tax. to amourts
paid on or after the date on which this Convention
entz=rs into force;

(ii) As respect other taxes, to income years beginning cn or
after January 1, 1971.

(2) The Convention between Norway and the United States of

1)

America for the Avoidance of Double Taxation and the Preven-
tion of Fiscal Evasion with respect to Taxes on Income signed
at Washington, D.C.,, on June 13, 1249, modified and supple-
men‘ed by the Supplementary Convention signed at Oslo on
July 10, 1958, shall terminate and cease to have effect in
respect of income to which this Convention applies under para-
graph (1) of this article.

Article 32

Termination
This Convention shzall remair in force until terminated by one
of the Contracting States. Either Contracting State may termi-
nate the Conveation at any time after five years from the date
on which this Convention enters into force provided that at
least six months’ prior notice of termination has been given
through diplomatic channels. In such event, the Convertion shall
cease to have force and effect as respects income of taxable
years or income years beginning (or, in the case of taxes
payable at the source, paynients made) on or after January 1
next following the expiration of the six-month period.
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(2) Notwithstanding the provision of paragraph (1), and upon prior
notice to be given through diplomatic channels, the provisions
of Article 19 (Social Security Payments) may be terminated by
either Contracting State at any time after this Convention
enters into force.

DONE at Oslo in duplicate, in the English and Norwegian
languages, the two texts having equal authenticity, this third day
of December 1971.

FOR THE UNITED STATES FOR THE KINGDOM OF
OF AMERICA: NORWAY:

Philip K. Crowe (s.) Andreas Cappelen (s.)
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No. 81 Oslo, December 3 1971

Excellency:

1 have the honor to refer to the Convention between the United
States of America and Norway for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with Respect to
Taxes on Income and Property which was signed today and to
confirm, on behalf of the Government of the United States of
America, the following understandings reached between the two
Governments.

(1) The income, if any, derived by a resident of a Contracting State
engaged in the operation in international traffic of ships or
aircraft from the use, maintenance, and lease of containers and
related equipment (including trailixs for the inland transport
of containers) in connection with the operation in international
traffic of ships or aircraft described in Article 6 of the Conven-
tion falls within the scope of the income described in that article
and therefore is exempt from tax in the other Contracting
State.

(2) Income derived by a resident of one of the Contracting States
engaged in the operation of ships or aircraft in international
traffic from the leasing of a ship or aircraft is to be considered
income from the operation of ships or aircraft in international
traffic and therefore is exempt from income taxation in the
other Contracting State in accordance with the provisions of
Article 6 of the Convention.

(3) Income derived by a partner who is a resident of one of the
Contracting States from an interest in a partnership which
derives its income from the operation in international traffic
of ships or aircraft and which is carried on with one or more
partners resident in the other Contracting State shall be taxable
only in the Contracting State in which he is a resident. Capital
invested in such a partnership by partners resident in the United
States shall be exempt from any Norwegian taxes on capital,

(4) Scandinavian Airlines System (SAS) is a consortium within the
meaning of Article 6, its participating members being Dect
Norske Luftfartselskap A/S (DNL), A. B. Aerotransport (ABA),
and Det Danske Luftfartselskab A/S (DDL). In order to avoid
the problems inherent in operating in the United States through
a consortium, the members of the consortium in 1946 established
a New York corporation, Scandinavian Airlines System, Inc.
(SAS, Inc.) to act on their behalf in the United States pursuant
to an agency agreement dated September 18, 1946. A similar
agreement was entered into by SAS directly and SAS, Inc. on
March 14, 1951, Pursuant to the agency agreement, SAS, Inc.
is authorized to perform onl; .h functions as SAS assigns to
it, all in connection with intuiuational air traffic. Under that
agreement, all revenues collected by SAS, Inc. are automatically
credited to SAS. Operating expenses incurred by SAS Inc, are
debited to SAS in accordance with the terms of the agency
agreement. SAS is obligated under the terms of the agency
agreement to reimburse SAS, Inc. for all of its expenses ir-
respective of the revenues of SAS, Inc. SAS, Inc. does not
perform any functions except those connected with or incidental
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to the business of SAS as an operator of aircraft in international

traffic.

In view of the special nature of the SAS consortium and in view
of the agency agreement as described above the United States for
purposes of Article 6 of the Convention signed today and Article 5 of
the existing Convention shall treat all of the income earned by
SAS, Inc. which is derived from the operation in international traffic
of aircraft as the income of the SAS consortium.

If this is in accord with your understanding, I would appreciate
an acknowledgement from you to that effect.

Accept, Excellency, the renewed assurances of my highest
consideration.

Philip K. Crowe (s.)

His Excellency

Andreas Cappelen

Minister of Foreign Affairs
Oslo
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