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(6) Compensation, subject to certain 
limitations, for personal services de-
rived by a nonresident alien who is a 
resident of Denmark (Article XI); 

(7) Remittances from sources outside 
the United States received in the 
United States by a Danish citizen who 
is temporarily present in the United 
States for the purposes of study or for 
acquiring business experience, such re-
mittances being for the purpose of his 
maintenance or studies (Article XIII); 

(8) Remuneration derived from teach-
ing in the United States for a period of 
not more than two years by a professor 
or teacher who is a resident of Den-
mark but who is temporarily present in 
the United States (Article XIV). 

(c) The convention also reduces to 15 
percent the rate of tax otherwise im-
posed upon dividends derived by a non-
resident alien who is a resident of Den-
mark, or by a Danish corporation, if 
such alien or corporation has no per-
manent establishment in the United 
States (Article VI). 

(d) [Reserved] 
(e) The convention does not affect 

the liability to United States income 
taxation of citizens of Denmark who 
are residents of the United States ex-
cept that such individuals are entitled 
to the benefits of Article XV (relating 
to credit for Danish income tax), and of 
Article XVI (relating to equality of 
taxation). Except as provided in Article 
XV, relating to the credit for income 
tax, the convention does not affect tax-
ation by the United States of a citizen 
of the United States or of a domestic 
corporation, even though such citizen 
is resident in Denmark and such cor-
poration is engaged in trade or busi-
ness in Denmark. 

[T.D. 5777, 15 FR 1595, Mar. 22, 1950, as 
amended by T.D. 8732, 62 FR 53498, Oct. 14, 
1997] 

§ 521.104 Definitions. 
(a) As used in §§ 521.101 to 521.117, un-

less the context otherwise requires, the 
terms defined in the convention shall 
have the meanings so assigned to them. 
Any term used in §§ 521.101 to 521.117, 
which is not defined in the convention 
but which is defined in the Internal 
Revenue Code shall be given the defini-
tion contained therein unless the con-
text otherwise requires. 

(b) As used in §§ 521.101 to 521.117. 
(1) The term ‘‘permanent establish-

ment’’ means a branch office, factory, 
warehouse or other fixed place of busi-
ness, but does not include the casual 
and temporary use of merely storage 
facilities. The fact that a Danish cor-
poration has a domestic subsidiary cor-
poration or a foreign subsidiary cor-
poration having a branch in the United 
States, does not of itself constitute ei-
ther subsidiary corporation a perma-
nent establishment of the parent Dan-
ish enterprise. The fact that a Danish 
enterprise has business dealings in the 
United States through a bona fide com-
mission agent, broker, or custodian, 
acting in the ordinary course of his 
business as such, or maintains in the 
United States an office or other fixed 
place of business used exclusively for 
the purchase of goods or merchandise, 
does not mean that such Danish enter-
prise has a permanent establishment in 
the United States. If, however, a Dan-
ish enterprise carries on business in 
the United States through an agent 
who has, and habitually exercises, a 
general authority to negotiate and con-
clude contracts on behalf of such enter-
prise or if it has an agent who main-
tains within the United States a stock 
of merchandise from which he regu-
larly fills orders on behalf of his prin-
cipal, then such enterprise shall be 
deemed to have a permanent establish-
ment in the United States. However, an 
agent having power to contract on be-
half of his principal but only at fixed 
prices and under conditions determined 
by the principal does not necessarily 
constitute a permanent establishment 
of such principal. The mere fact that 
an agent (assuming he has no general 
authority to contract on behalf of his 
employer or principal) maintains sam-
ples or occasionally fills orders from 
incidental stocks of goods maintained 
in the United States will not con-
stitute a permanent establishment 
within the United States. The mere 
fact that salesmen, employees of a 
Danish enterprise, promote the sale of 
their employer’s products in the United 
States or that such enterprise trans-
acts business in the United States by 
means of mail order activities, does not 
mean such enterprise has a permanent 
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establishment therein. The term ‘‘per-
manent establishment’’ as used in the 
convention implies the active conduct 
therein of a business enterprise. The 
mere ownership, for example, of 
timberlands or a warehouse in the 
United States by a Danish enterprise 
does not mean that such enterprise has 
a permanent establishment therein. As 
to the effect of the maintenance of a 
permanent establishment within the 
United States upon exemption from 
United States tax in the case of inter-
est and royalties and reduction in the 
rate of United States tax in the case of 
dividends, see § 521.108. 

(2) The term ‘‘enterprise’’ means any 
commercial or industrial undertaking 
whether conducted by an individual, 
partnership, corporation, or other enti-
ty. It includes such activities as manu-
facturing, merchandising, mining, 
processing, and banking. It does not in-
clude the rendition of personal serv-
ices. Hence, a non resident alien who is 
a resident of Denmark and who renders 
personal services is not, merely by rea-
son of such services, engaged in an en-
terprise within the meaning of the con-
vention and his liability to United 
States tax is not affected by Article III 
of the convention. 

(3) The term ‘‘Danish enterprise’’ 
means an enterprise carried on in Den-
mark by a resident of Denmark or by a 
Danish corporation or other entity. 
The term ‘‘Danish corporation or other 
entity’’ means a partnership, corpora-
tion or other entity created or orga-
nized in Denmark or under the laws of 
Denmark. 

(4) The term ‘‘industrial or commer-
cial profits’’ means profits arising from 
industrial, commercial, mercantile, 
manufacturing, and like activities of a 
Danish enterprise as defined in this 
section. Such term does not include 
rentals, royalties, interest, dividends, 
fees, compensation for personal serv-
ices, nor gains derived from the sale or 
exchange of capital assets. Such enu-
merated items of income are not gov-
erned by the provisions of Article III of 
the convention. 

§ 521.105 Scope of convention with re-
spect to determination of ‘‘indus-
trial or commercial profits’’. 

(a) General. Article III of the conven-
tion adopts the principle that an enter-
prise of one of the contracting States 
shall not be taxable by the other con-
tracting State upon its industrial or 
commercial profits unless it has a per-
manent establishment in the latter 
State. Hence, a Danish enterprise is 
subject to United States tax upon its 
industrial and commercial profits to 
the extent of such profits from sources 
within the United States only if it has 
a permanent establishment within the 
United States. From the standpoint of 
Federal income taxation, the article 
has application only to a Danish enter-
prise and to the industrial and com-
mercial income thereof from sources 
within the United States. It has no ap-
plication for example, to compensation 
for labor or personal services per-
formed in the United States nor to in-
come derived from real property lo-
cated in the United States, including 
rentals and royalties therefrom, nor to 
gains from the sale or disposition of 
such property, nor to interest, divi-
dends, royalties, other fixed or deter-
minable annual or periodical income 
and gains derived from the sale or ex-
change of capital assets. 

(b) No United States permanent estab-
lishment. A nonresident alien (including 
a nonresident alien individual, fidu-
ciary and partnership) who is a resi-
dent of Denmark or a Danish corpora-
tion, carrying on an enterprise in Den-
mark and having no permanent estab-
lishment in the United States, is not 
for taxable years beginning on or after 
January 1, 1948, subject to United 
States income tax upon industrial or 
commercial profits from sources within 
the United States. For example, if the 
Danish enterprise carried on by such 
alien or corporation sells, in 1948, mer-
chandise, such as silverware, dairy 
products, or liquors, through a bona 
fide commission agent or broker in the 
United States acting in the ordinary 
course of his business as such agent or 
broker, the resulting profits are, under 
the terms of Article III of the conven-
tion, exempt from United States in-
come tax. Likewise no permanent es-
tablishment exists and no United 
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