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§509.115

the United States and paid to a non-
resident alien individual who is a resi-
dent of Switzerland shall not be in-
cluded in gross income and shall be ex-
empt from United States tax, in ac-
cordance with Article XI of the conven-
tion, even though at some time during
the taxable year such individual has
engaged in trade or business in the
United States through a permanent es-
tablishment situated therein.

(b) Definitions. As used in this sec-
tion, the term ‘‘pensions’ means peri-
odic payments made in consideration
for services rendered or by way of com-
pensation for injuries received; and the
term ‘‘life annuities’” means a stated
sum payable periodically at stated
times during life, or during a specified
number of years, under an obligation
to make the payments in return for
adequate and full consideration in
money or money’s worth.

§509.115
ers.

(a) General. Pursuant to Article XII
of the convention, a professor or teach-
er, a nonresident alien who is a resi-
dent of Switzerland, who temporarily
visits the United States for the purpose
of teaching for a period not exceeding
two years at any university, college,
school, or other educational institution
situated within the TUnited States
shall, for a period not exceeding two
years from the date of his initial ar-
rival in the United States, be exempt
from United States tax with respect to
his remuneration earned in taxable
years beginning on or after January 1,
1951, for such teaching during such pe-
riod not in excess of two years.

(b) More than two years. The exemp-
tion granted by Article XII is applica-
ble to remuneration earned during such
part of the individual’s visit as does
not exceed two years from the date of
arrival even though the total period of
his presence in the United States may
extend beyond two years, provided that
during such entire period he may be
considered to be temporarily visiting
the United States.

(c) Residence. Such exemption shall
not apply to the remuneration of an
alien who is a resident of the United
States or who is not a resident of Swit-
zerland.

Visiting professors or teach-
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(d) Nonresidence presumed. An indi-
vidual who otherwise qualifies for the
exemption from United States tax
granted by Article XII shall, for a pe-
riod of not more than two years imme-
diately succeeding the date of his ar-
rival within the United States for the
purpose of such teaching, be deemed to
have the tax status of a nonresident
alien in the absence of proof of his in-
tention to remain indefinitely in the
United States. See section 871 of the
Internal Revenue Code of 1954 and the
regulations thereunder.

§509.116 Students or apprentices.

(a) General. Under Article XIII of the
convention, a student or apprentice, a
nonresident alien who is a resident of
Switzerland, who temporarily visits
the United States exclusively for the
purposes of study or for acquiring busi-
ness or technical experience shall not
include in gross income, and shall be
exempt from United States tax with re-
spect to, amounts derived by him in
taxable years beginning on or after
January 1, 1951, and received during
such years from without the United
States as remittances for the purposes
of his maintenance or studies.

(b) Residence. The exemption shall
not apply to remittances received by
an alien who is a resident of the United
States or who is not a resident of Swit-
zerland.

§509.117 Dividends and interest paid
by a foreign corporation.

(a) [Reserved]

(b) Exemption from United States tax.
Notwithstanding the provisions of
paragraph (a) of this section, Article
XIV(1) of the convention provides that
dividends and interest paid by any for-
eign corporation and derived by a non-
resident alien who is a resident of
Switzerland, or by a Swiss corporation,
shall not be included in gross income
and shall be exempt from United States
tax if such alien or corporation at no
time during the taxable year in which
such items of income are derived has a
permanent establishment in the United
States. The exemption so provided
shall apply even though the corpora-
tion paying the dividends or interest is
a resident foreign corporation at the
time of payment and without regard to
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the percentage of its gross income from
sources within the United States.

[T.D. 6149, 20 FR 7587, Oct. 12, 1955; 256 FR
14022, Dec. 31, 1960, as amended by T.D. 8734,
62 FR 53497, Oct. 14, 1997]

§509.118 Credit against United States
tax for Swiss tax.

(a) General—(1) Taxable as though no
convention. Notwithstanding any other
provision of the convention the United
States, in determining the United
States tax of a citizen or resident of
the United States, or of a domestic cor-
poration, may, under Article XV(1)(a)
of the convention, include in the basis
upon which such tax is imposed all
items of income taxable under the rev-
enue laws of the United States, as
though the convention had not come
into effect. For example, despite the
exemption from United States tax
granted by Article VIII of the conven-
tion with respect to a copyright roy-
alty derived from sources within the
United States by a resident of Switzer-
land, such royalty shall be included in
gross income and is subject to United
States tax when so derived by a resi-
dent of Switzerland who is a citizen of
the United States, even though such
resident has no permanent establish-
ment in the United States.

(2) Ezxception. Notwithstanding the
provisions of subparagraph (1) of this
paragraph, the exclusion from gross in-
come, and exemption from TUnited
States tax, granted by Article XI(1) of
the convention with respect to wages,
salaries, and similar compensation, and
pensions, paid by Switzerland or any
agency or instrumentality thereof, or
by any political subdivisions or other
public authorities of Switzerland, shall
not be denied. See Article XV (2) of the
convention.

(b) Application of credit—(1) General.
For the purpose of mitigating double
taxation, Article XV(1)(a) of the con-
vention provides that a citizen or resi-
dent of the United States, or a domes-
tic corporation, deriving income from
sources within Switzerland shall be al-
lowed a credit against the TUnited
States tax for the amount of Swiss tax
paid or accrued during the taxable
year. This credit shall be made in ac-
cordance with the provisions of section
131 of the Internal Revenue Code of 1939
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as in effect on September 27, 1951, but
subject to the provisions of Article
XVIII(2) of the convention.

(2) Similar credit requirement. (i) Arti-
cle XV(1)(a) further provides that, by
virtue of the provisions of Article
XV(1)(b) of the convention, relating to
the exclusion from basis for computing
the Swiss tax, Switzerland satisfies the
similar credit requirement set forth in
section 901(b)(3), Internal Revenue Code
of 1954, relating to alien residents of
the United States, etc.

(ii) This provision of Article XV(1)(a)
shall be taken to mean that, solely by
reason of the exclusion granted by it
under Article XV(1)(b) and without ref-
erence to concessions otherwise made
by such country, Switzerland satisfies
the similar credit requirement only
with respect to taxes paid to Switzer-
land, and not with respect to taxes paid
to another foreign country. Nothing in
this subdivision shall be construed,
however, to prevent Switzerland from
otherwise satisfying the similar credit
requirement, in accordance with sec-
tion 901 of the Internal Revenue Code
of 1954 and the regulations thereunder,
with respect to taxes paid to another
foreign country. Thus, if pursuant to a
convention between Switzerland and
another foreign country, Switzerland
were to exempt from its income taxes
the income received from sources with-
in such other foreign country by a
United States citizen residing in Swit-
zerland, then Switzerland would, in ac-
cordance with such regulations under
section 901, satisfy the similar credit
requirement of section 901(b)(3) with
respect to income taxes paid to such
other country by a Swiss citizen resid-
ing in the United States.

§509.120 Double taxation claims.

(a) General. Under Article XVII of the
convention, where the taxpayer shows
proof that the action of the tax au-
thorities of the United States or Swit-
zerland has resulted, or will result, in
double taxation contrary to the provi-
sions of the convention, he is entitled
to present the facts to the country of
which he is a citizen; or, if he is not a
citizen of either country, to the coun-
try of which he is a resident; or, if the
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