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AGREEMENT1 BETWEEN THE GOVERNMENT OF THE PEOPLE'S
REPUBLIC OF CHINA AND THE GOVERNMENT OF THE
KINGDOM OF SWEDEN FOR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME

The Government of the People's Republic
of China and the Government of the King-
dom of Sweden, desiring to conclude an
Agreement for the avoidance of double taxa-
tion and the prevention of fiscal evasion with
respect to taxes on income, have agreed as
follows:

Article 1
Personal scope

This Agreement shall apply to persons who
are residents of one or both of the Contract-
ing States.

(iv) the profit sharing tax (vinstdel-
ningsskatten)

(hereinafter referred to as "Swedish
tax").
2. The Agreement shall also apply to any

identical or substantially similar taxes which
are imposed after the date of signature of the
Agreement in addition to. or in place of. the
taxes referred to in paragraph 1. The compe-
tent authorities of the Contracting States
shall notify each other of any substantial
changes which have been made in their re-
spective taxation laws within a reasonable
period of time after such changes.

Article 2
Taxes covered

1. The existing taxes to which this Agree-
ment shall apply are:

(a) in the People's Republic of China:
(i) the individual income tax;
(ii) the income tax concerning joint ven-

tures with Chinese and foreign investment;
(iii) the income tax concerning foreign

enterprises; and
(iv) the local income tax
(hereinafter referred to as "Chinese

tax");
(b) in Sweden:

(i) the State income tax (den statliga in-
komstskatten), including the sailors' tax
(sjômansskatten) and the coupon tax (ku-
pongskatten);

(ii) the tax on public entertainers (be-
villningsavgiften for vissa offentliga fôre-
stallningar);

(iii) the communal income tax (den kom-
munala inkomstskatten); and

Article 3
General definitions

1. For the purposes of this Agreement, un-
less the context otherwise requires:

fa) the term "China" means the People's
Republic of China and. when used in geogra-
phical sense, means all the territory of the
People's Republic of China, including its ter-
ritorial sea, in which the Chinese laws relat-
ing to taxation apply, and any area beyond its
territorial sea, within which the People's Re-
public of China has sovereign rights of ex-
ploration for and exploitation of resources of
the seabed and its sub-soil, and superjacent
water resources in accordance with interna-
tional law;

(b) the term "Sweden" means the King-
dom of Sweden and. when used in a geogra-
phical sense, includes the national territory,
the territorial sea of Sweden as well as other
maritime areas over which Sweden in accor-

1 Came into force on 3 January 1987, i.e., the thirtieth day following the date of the exchange of notes (of
26 November and 4 December 1986) indicating the completion of the required internal legal procedures, in accordance
with article 28.

Vol. 1563, 1-27196



1990 United Nations — Treaty Series Nations Unies — Recueil des Traités 325

dance with international law exercises sover-
eign rights or jurisdiction:

(c) the terms "a Contracting State" and
"the other Contracting State" mean China or
Sweden as the context requires;

(d) the term "tax" means Chinese tax or
Swedish tax. as the context requires;

(e) the term "person" includes an indivi-
dual, a company and any other body of per-
sons.

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

(g) the terms "enterprise of a Contracting
State" and "enterprise of the other Contract-
ing State" mean, respectively, an enterprise
carried on by a resident of a Contracting
State and an enterprise carried on by a resi-
dent of the other Contracting State;

(h) the term "nationals" means all indivi-
duals possessing the nationality of either
Contracting State and all juridical persons
created or organized under the laws of either
Contracting State and all organizations with-
out juridical personality treated for the pur-
poses of tax as juridical persons created or
organized under the laws of either Contract-
ing State;

(i) the term "international traffic" means
any transport by a ship or aircraft operated
by an enterprise which has its head office in a
Contracting State, except when the ship or
aircraft is operated solely between places in
the other Contracting State;

(j) the term "competent authority" means,
in the case of China, the Ministry of Finance
or its authorized representative and. in the
case of Sweden, the Minister of Finance or
his authorized representative.

2. As regards the application of the Agree-
ment by a Contracting State, any term not
defined therein shall, unless the context oth-
erwise requires, have the meaning which it
has under the laws of that Contracting State
concerning the taxes to which the Agreement
applies.

Article 4
Resident

I. For the purposes of this Agreement, the
term "resident of a Contracting State"

means any person who, under the laws of
that Contracting State, is liable to tax therein
by reason of his domicile, residence, place of
head office or any other criterion of a similar
nature.

2. Where by reason of the provisions of
paragraph 1 an individual is a resident of both
Contracting States, then his status shall be
determined as follows:

(a) He shall be deemed to be a resident of
the State in which he has a permanent home
available to him; if he has a permanent home
available to him in both States, he shall be
deemed to be a resident of the State with
which his personal and economic relations
are closer (centre of vital interests);

(b) If the State in which he has his centre of
vital interests cannot be determined, or if he
has not a permanent home available to him in
either State, he shall be deemed to be a resi-
dent of the State in which he has an habitual
abode:

(c) If he has an habitual abode in both
States or in neither of them, he shall be
deemed to be a resident of the State of which
he is a national:

(d) If he is a national of both States or of
neither of them, the competent authorities of
the Contracting Stales shall settle the ques-
tion by mutual agreement.

3. Where by reason of the provisions of
paragraph 1 a person other than an individual
is a resident of both Contracting States, then
it shall be deemed to be a resident of the State
in which its head office is situated.

Article 5
Permanent establishment

1. For the purposes of this Agreement, the
term "permanent establishment" means a
fixed place of business through which the
business of an enterprise is wholly or partly
carried on.

2. The term "permanent establishment"
includes especially:

(a) a place of management;
(b)a branch;
(c) an office;
(d) a factory:
(e) a workshop: and
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(0 a mine, an oil or gas well, a quarry or
any other place of extraction of natural re-
sources.

3. The term "permanent establishment"
likewise encompasses:

(a) a building site, a construction, assembly
or installation project or supervisory activi-
ties in connection therewith, but only where
such site, project or activities continue for a
period of more than six months:

(b) the furnishing of services, including
:onsultancy services, by an enterprise of a
Contracting State through employees or
other personnel in the other Contracting
State, but only where such activities continue
(for the same project or a connected project)
within the country for a period or periods
aggregating more than six months within any
twelve-month period.

4. Notwithstanding the provisions of para-
graphs 1 to 3, the term "permanent establish-
ment" shall be deemed not to include:

(a) the use of facilities solely for the pur-
pose of storage, display or delivery of goods
or merchandise belonging to the enterprise;

(b) the maintenance of a stock of goods or
merchandise belonging to the enterprise sole-
ly for the purpose of storage, display or deli-
very;

(c) the maintenance of a stock of goods or
merchandise belonging to the enterprise sole-
ly for the purpose of processing by another
enterprise;

(d) the maintenance of a fixed place of bu-
siness solely for the purpose of purchasing
goods or merchandise, or of collecting infor-
mation, for the enterprise;

(e) the maintenance of a fixed place of busi-
ness solely for the purpose of carrying on, for
the enterprise, any other activity of a prepar-
atory or auxiliary character;

(f) the maintenance of a fixed place of busi-
ness solely for any combination of activities
mentioned in sub-paragraphs (a) to fe). pro-
vided that the overall activity of the fixed
place of business resulting from this combi-
nation is of a preparatory or auxiliary char-
acter.

5. Notwithstanding the provisions of para-
graphs 1 and 2, where a person - other than
an agent of an independent status to whom

the provisions of paragraph 6 apply — is act-
ing on behalf of an enterprise and has and
habitually exercises in a Contracting State an
authority to conclude contracts in the name
of the enterprise, that enterprise shall be
deemed to have a permanent establishment in
that Contracting State in respect of any acti-
vities which that person undertakes for the
enterprise, unless his activities are limited to
those mentioned in paragraph 4 which, if ex-
ercised through a fixed place of business,
would not make this fixed place of business a
permanent establishment under the provi-
sions of that paragraph.

6. An enterprise of a Contracting State
shall not be deemed to have a permanent
establishment in the other Contracting State
merely because it carries on business in that
other Contracting State through a broker, ge-
neral commission agent or any other agent of
an independent status, provided that such
persons are acting in the ordinary course of
their business. However, when the activities
of such an agent are devoted wholly or al-
most wholly on behalf of that enterprise, he
will not be considered an agent of an indepen-
dent status within the meaning of this para-
graph.

7. The fact that a company which is a resi-
dent of a Contracting State controls or is
controlled by a company which is a resident
of the other Contracting State, or which car-
ries on business in that other Contracting
State (whether through a permanent estab-
lishment or otherwise), shall not of itself con-
stitute either company a permanent establish-
ment of the other.

Article 6

Income from immovable property

1. Income derived by a resident of a Con-
tracting State from immovable property si-
tuated in the other Contracting State may be
taxed in that other Contracting State.

2. The term "immovable property" shall
have the meaning which it has under the laws
of the Contracting State in which the pro-
perty in question is situated. The term shall in
any case include property accessory to im-
movable property, livestock and equipment

Vol. 1563, 1-27196



1990 United Nations — Treaty Series • Nations Unies — Recueil des Traités 327

used in agriculture and forestry, rights to
which the provisions of general law respect-
ing landed property apply, usufruct of immo-
vable property and rights to variable or fixed
payments as consideration for the working
of, or the right to work, mineral deposits,
sources and other natural resources: ships
and aircraft shall not be regarded as immova-
ble property.

3. The provisions of paragraph 1 shall app-
ly to income derived from the direct use,
letting, or use in any other form of immova-
ble property.

4. The provisions of paragraphs I and 3
shall also apply to the income from immova-
ble property of an enterprise and to income
from immovable property used for the per-
formance of independent personal services.

Article 7

Business profits

1. The profits of an enterprise of a Con-
tracting State shall be taxable only in that
Contracting State unless the enterprise car-
ries on business in the other Contracting
State through a permanent establishment si-
tuated therein. If the enterprise carries on
business as aforesaid, the profits of the enter-
prise may be taxed in that other Contracting
State but only so much of them as is attribut-
able to that permanent establishment.

2. Subject to the provisions of paragraph 3,
where an enterprise of a Contracting State
carries on business in the other Contracting
State through a permanent establishment si-
tuated therein, there shall in each Contract-
ing State be attributed to that permanent es-
tablishment the profits which it might be ex-
pected to make if it were a distinct and separ-
ate enterprise engaged in the same or similar
activities under the same or similar condi-
tions and dealing wholly independently with
the enterprise of which it is a permanent es-
tablishment.

3. In determining the profits of a perma-
nent establishment, there shall be allowed as
deductions expenses which are incurred for
the purposes of the permanent establishment,
including executive and general administrati-
ve expenses so incurred, whether in the State
in which the permanent establishment is si-

tuated or elsewhere. However, no such de-
duction shall be allowed in respect of
amounts, if any, paid (otherwise than
towards reimbursement of actual expenses)
bv the permanent establishment to the head
office of the enterprise or any of its other
offices, by way of royalties, fees or other
similar payments in return for the use of pa-
tents or other rights, or by way of commis-
sion, for specific services performed or for
management, or. except in the case of a
banking enterprise, by way of interest on
moneys lent to the permanent establishment.
Likewise, no account shall be taken, in the
determination of the profits of a permanent
establishment, for amounts charged (other-
wise than towards reimbursement of actual
expenses), by the permanent establishment
to the head office of the enterprise or any of
its other offices, by way of royalties, fees or
other similar payments in return for the use
of patents or other rights, or by way of com-
mission for specific services performed or for
management, or, except in the case of a
banking enterprise, by way of interest on
moneys lent to the head office of the enter-
prise or any of its other offices.

4. Insofar as it has been customary in a
Contracting State to determine the profits to
be attributed to a permanent establishment
on the basis of an apportionment of the total
profits of the enterprise to its various parts,
nothing in paragraph 2 shall preclude that
Contracting State from determining the pro-
fits to be taxed by such an apportionment as
may be customary: the method of apportion-
ment adopted shall, however, be such that
the result shall be in accordance with the
principles contained in this Article.

5. No profits shall be attributed to a perma-
nent establishment by reason of the mere
purchase by that permanent establishment of
goods or merchandise for the enterprise.

6. For the purposes of paragraphs I to 5,
the profits to be attributed to the permanent
establishment shall be determined by the
same method year by year unless there is
good and sufficient reason to the contrary.

7. Where profits include items of income
which are dealt with separately in other Arti-
cles of this Agreement, then the provisions of
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