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MESSAGE
FROM

THE PRESIDENT OF THE UNITED STATES
TRANSMITTING

THE CONVENTION BETWEEN THE GOVERNMENT OF THE UNITED STATES OF
AMERICA AND THE GOVERNMENT OF THE REPUBLIC OF FINLAND
FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION
OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME AND ON CAPITAL,
SIGNED AT HELSINKI ON SEPTEMBER 21, 1989

LETTER OF SUBMITTAL

DEPARTMENT OF STATE,
Washington, October 24, 1989.

The PRESIDENT,
The White House.

THE PRESIDENT: | have the honor to submit to you, with aview to its transmisson to the Senate
for advice and consent to ratification, the Convention between the United States of Americaand Finland
for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on
Income and on Capital, sgned at Helsinki on September 21, 1989.

The Convention would replace the existing income tax convention with Finland which was Sgned a
Washington on March 6, 1970. An income tax convention was signed between the United States and
Finland in 1986 but was not transmitted to the Senate because of the pendency of the tax reform
legidation in the United States. The new Convention is based on the modd income tax conventions
published by the Organization for Economic Cooperation and Development in 1977 and by the United



States Department of the Treasury in 1981. It dso reflects changes in United States income tax law
introduced by the Tax Reform Act of 1986, as wdll as changes in Finnish income tax law introduced by
tax reform legidation in 1988.

The Convention would retain the rates of the existing convention for the taxation by a Contracting
State of dividends paid by corporations resident in that State to residents of the other Contracting State.
The rate would be 5 percent for dividends on direct investments and 15 percent for dividends on
portfolio investments. Also retained would be the exemption from taxation by one Contracting State of
interest paid by aresident of that State if paid to aresident of the other Contracting State.

In the case of royalties, however, the Convention would change the generd rate of source state
taxation. Under the existing convention, roydties derived and beneficidly owned by aresdent of one
Contracting State and paid to aresdent of the other Contracting State are exempt from taxation by the
former State. Article 12 of the Convention would alow the Contracting State in which the roydties arise
to tax such roydties (other than royaties with repect to literary, artistic or scientific works) upto a
maximum rate of 5 percent.

Article 5 of the Convention continues the rule of the existing convention that a building site or
congtruction project will condtitute a permanent establishment in a Contracting State only if it hasa
duration in that State of more than 12 months. In addition, Article 5 of the Convention specificaly
applies the 12-month limitation for purposes of determining whether an ingtalation or drilling rig or ship
used to explore for or exploit natural resources in a Contracting State condtitutes a permanent
edtablishment in that State.

The Convention aso contains standard provisions dealing with business profits, income from
shipping and air transport, persona services income, nondiscrimination, mutua assstance, and exchange
of informetion.

In addition, the Convention includes an article limiting the benefits of the Convention to residents of
the two Contracting States by preventing "tresty shopping" abuses. Other provisions of the Convention
limit the benefits of the reduced withholding rates on dividends from pass-through entities such asa
regulated investment company (RIC) or ared estate investment trust (REIT), provide for the exchange
of tax information, and authorize the Generd Accounting Office and gppropriate Congressond
committees to obtain certain tax information relevant to their function of overseeing the adminigration of
the United States tax laws.

An exchange of notes which includes certain understandings is enclosed for informeation only.

A technical memorandum explaning in detall the provisons of the Convention is being prepared by
the Department of the Treasury and will be submitted to the Senate Committee on Foreign Relations.

The Department of the Treasury, with the cooperation of the Department of State, was primarily
responsible for the negotiation of the Convention. It has the full approva of both Departments.



Respectfully submitted,
JAMESA. BAKERIIII.
Enclosures; As stated.

LETTER OF TRANSMITTAL
THE WHITE HOUSE, February 5, 1990.
To the Senate of the United Sates:

| transmit herewith for Senate advice and consent to ratification the Convention between the
Government of the United States of America and the Government of the Republic of Finland for the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income
and on Capital, signed at Helsinki on September 21, 1989. | aso transmit the report of the Department
of State on the convention.

The convention would replace the existing income tax treaty with Finland that was sgned on March
6, 1970. It is based on the modd income tax conventions of the Organization for Economic
Cooperation and Development and the Department of the Treasury and takes into account the changes
in United States income tax law resulting from the Tax Reform Act of 1986.

The convention contains provisions designed to prevent third-country residents from taking
unwarranted advantage of the convention by routing income from one Contracting State through an
entity created in the other. The convention aso provides for the exchange of information by the
competent authorities of the Contracting States.

| recommend the Senate give early and favorable consideration to the convention and giveits advice
and consent to ratification.
GEORGE BUSH.

REPUBLIC OF FINLAND )
CITY OF HELSINKI JES
EMBASSY OF THE UNITED STATES OF AMERICA )

|, Robert O. Tatge Consul of the United States of Americaa Helsinki, Finland, duly commissioned
and qudified, do hereby certify that the annexed copy isatrue and faithful copy of the origina this day
exhibited to me, the same having been carefully examined by me and compared with the said origind
and found to agree therewith word for word and figure for figure.



IN WITNESS WHEREOF, | have hereunto set my hand and officid sed this 21st day of
September, 1989.

() Robert O. Tatge
Consul of the United Sates of America

CONVENTION BETWEEN THE GOVERNMENT OF THE UNITED STATES OF AMERICA
AND THE GOVERNMENT OF THE REPUBLIC OF FINLAND
FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL
EVASION WITH RESPECT TO TAXES ON INCOME AND ON CAPITAL

The Government of the United States of America and the Government of the Republic of Finland,
desiring to conclude a Convention for the avoidance of double taxation and the prevention of fiscal
evasion with respect to taxes on income and on capital, have agreed as follows.

ARTICLE 1
Persona Scope

1. This Convention shall apply to persons who are residents of one or both of the Contracting
States, except as otherwise provided in the Convention.

2. The Convention shdl not restrict in any manner any excluson, exemption, deduction, credit, or
other alowance now or hereafter accorded
a) by the laws of ether Contracting State; or
b) by any other agreement between the Contracting States.

3. Notwithstanding any provision of the Convention except paragraph 4, a Contracting State may
tax aperson who is treated as aresdent under its taxation laws (except where such person is
determined to be aresident of the other Contracting State under the provisions of paragraph 2 or 3 of
Article 4 (Residence)), and by reason of citizenship may tax its citizens, asif the Convention had not
come into effect. For this purpose, the term "citizen" shal include aformer citizen whose loss of
citizenship had as one of its principal purposes the avoidance of tax, but only for a period of 10 years
following such loss.

4. The provisions of paragraph 3 shal not affect
a) the benefits conferred by a Contracting State under paragraph 2 of Article9
(Associated Enterprises), under subparagraph (b) of paragraph 1 and paragraph 4 of Article 18
(Pendons, Annuities, Alimony, and Child Support), and under Articles 23 (Elimination of
Double Taxation), 24 (Non-Discrimination), and 25 (Mutual Agreement Procedure); and



b) the benefits conferred by a Contracting State under Articles 19 (Government
Service), 20 (Students and Trainees), and 27 (Members of Diplomatic Missions and Consular
Posts), upon individuals who are neither citizens of, nor lawful permanent residentsiin, that State.

ARTICLE 2
Taxes Covered

1. The exidting taxes to which this Convention shdl apply are:
a) in Ainland:
(i) the state income and capitd tax;
(i) the commund tax;
(ii) the church tax; and
(iv) the tax withheld a source from non-resdents income;
(hereinafter referred to as "Finnish tax™);
b) in the United States. the Federd income taxes imposed by the Internd Revenue
Code (but excluding the accumulated earnings tax, the persona holding company tax, and socid
security taxes), and the excise taxes imposed on insurance premiums paid to forelgn insurers
and with respect to private foundations (hereinafter referred to as "United Statestax™). The
Convention shall, however, gpply to the excise taxes imposed on insurance premiums paid to
foreign insurers only to the extent that the risks covered by such premiums are not reinsured
with a person not entitled to the benefits of this or any other convention which provides
exemption from such taxes.

2. The Convention shal apply dso to any identica or substantidly similar taxes which are imposed
after the date of sgnature of the Convention in addition to, or in place of, the exigting taxes. The
competent authorities of the Contracting States shdl notify each other of any significant changes which
have been made in their repective taxation laws and of any sgnificant officid published materid
concerning the application of the Convention, including explanations, regulations, rulings, or judicid
decisons.

ARTICLE3
Generd Definitions

1. For the purposes of this Convention, unless the context otherwise requires:

a) the term "Finland" means the Republic of Finland and, when used in a geographica
sense, means the territory within which Finnish tax law isin force;

b) the term "United States’ means the United States of America, but does not include
Puerto Rico, the Virgin Idands, Guam, or any other United States possession or territory;

c) the term "person” includes an individua, an edtate, atrug, a partnership, acompany,
and any other body of persons,

d) the term "company" means any body corporate or any entity which istrested asa
body corporate for tax purposes,



€) the terms "enterprise of a Contracting State” and "enterprise of the other Contracting
State’ mean respectively an enterprise carried on by aresident of a Contracting State and an
enterprise carried on by aresdent of the other Contracting State;

f) the term "nationd" means

(1) in repect of Finland, any individud possessing the nationdity of Finland, and
any legd person, partnership and association deriving its satus as such from the lawsin
forcein Finland,

(ii) in respect of the United States, any individua possessing the citizenship of
the United States of America, and any lega person, partnership and association deriving
its satus as such from the laws in force in the United States,

) the term "internationd traffic’ means any trangport by aship or arcraft, except when
such trangport is solely between places within a Contracting State;
h) the term "competent authority” means.
(i) in Finland, the Ministry of Finance or its authorized representetive;
(i) in the United States, the Secretary of the Treasury or his delegate.

2. Asregards the gpplication of the Convention by a Contracting State any term not defined therein
shdl, unless the context otherwise requires or the competent authorities agree to a common meaning
pursuant to the provisons of Article 25 (Mutuad Agreement Procedure), have the meaning which it has
under the laws of that State concerning the taxes to which the Convention gpplies.

ARTICLE4
Residence

1. For the purposes of this Convention, the term "resident of a Contracting State” means any person
who, under the laws of that State, isliable to tax therein by reason of his domicile, resdence, place of
management, place of incorporation, or any other criterion of asimilar nature. A United States citizen or
an dien lawfully admitted for permanent residence (a"green card" holder) is aresdent of the United
States only if such person has a substantial presence, permanent home, or habitua abode in the United
States. However,

a) the term "resident of a Contracting State”" does not include any person who isliableto
tax in that State in respect only of income from sourcesin that State or capitd Stuated therein;
and

b) in the case of a partnership, an etate, or atrug, thisterm gpplies only to the extent
that the income derived by such partnership, estate, or trust is subject to tax in that State asthe
income of aresdent, ether inits hands or in the hands of its partners or beneficiaries.

2. Where by reason of the provisons of paragraph 1, an individua is aresdent of both Contracting
States, then his gatus shdl be determined as follows:
a) he shadl be deemed to be aresdent 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 shal be deemed



to be aresdent of the State with which his persona and economic relations are closer (center of
vitd interests);

b) if the State in which he has his center of vitad interests cannot be determined, or if he
does not have a permanent home available to him in either State, he shal be deemed to be a
resdent of the State in which he has an habitua abode;

c) if he has an habitua abode in both States or in neither of them, he shall be deemed to
be aresdent of the State of which heisanationd;

d) if heisanationd of both States or of neither of them, the competent authorities of the
Contracting States shd| settle the question by mutua agreement.

3. Where by reason of the provisons of paragraph | a person other than an individud is aresident
of both Contracting States, the competent authorities of the Contracting States shdl settle the question
by mutua agreement and determine the mode of gpplication of the Convention to such person.

ARTICLES
Permanent Edablishment

1. For the purposes of this Convention, the term * permanent establishment” means a fixed place of
business through which the business of an enterpriseiswholly or partly carried on.

2. The term " permanent establishment” includes especidly:
a) aplace of management;
b) a branch;
c) an office;
d) afactory;
€) aworkshop; and
f) amine, an ail or gaswell, aquarry, or any other place of extraction of natura
resources.

3. A building gte or congtruction or ingdlation project congtitutes a permanent establishment only if
it lasts more than twelve months. The use of an inddlation or drilling rig or ship in a Contracting State to
explore for or exploit naturd resources congtitutes a permanent establishment only if such useisfor
more than twelve months.

4. Notwithstanding the preceding provisons of this Article, the term " permanent establishment” shall
be deemed not to include:

a) the use of facilities soldly for the purpose of storage, display, or ddivery of goods or
merchandise belonging to the enterprise;

b) the maintenance of a stock of goods or merchandise belonging to the enterprise
solely for the purpose of storage, display, or delivery;

¢) the maintenance of a stock of goods or merchandise belonging to the enterprise
solely for the purpose of processing by another enterprise;



d) the maintenance of afixed place of business solely for the purpose of purchasing
goods or merchandise, or of collecting information, for the enterprise;

€) the maintenance of afixed place of busness solely for the purpose of carrying on, for
the enterprise, any other activity of a preparatory or auxiliary character;

f) the maintenance of afixed place of busness solely for any combination of activities
mentioned in subparagraphs (a) to (e).

5. Notwithstanding the provisions of paragraphs 1 and 2, where a person - other than an agent of
an independent status to whom paragraph 6 applies -is acting on behdf 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 shal be deemed to have a permanent establishment in that State in respect of
any activities which that person undertakes for the enterprise, unless the activities of such person are
limited to those mentioned in paragraph 4 which, if exercised through afixed place of business, would
not make this fixed place of business a permanent establishment under the provisions of that paragraph.

6. An enterprise shall not be deemed to have a permanent establishment in a Contracting State
merely because it carries on business in that State through a broker, genera commission agent, or any
other agent of an independent status, provided that such persons are acting in the ordinary course of
their business.

7. Thefact that a company which is aresident of a Contracting State controls or is controlled by a
company which isaresident of the other Contracting State, or which carries on businessin that other
State (whether through a permanent establishment or otherwise), shdl not of itsdf condtitute either
company a permanent establishment of the other.

ARTICLEG6
Income from Immovable (Red) Property

1. Income derived by aresdent of a Contracting State from immovable (redl) property (including
income from agriculture or forestry) Stuated in the other Contracting State may be taxed in that other
State.

2. For the purposes of thisArticle

a) The term "immovable property” shal, subject to the provisons of subparagraphs (b)
and ¢), have the meaning which it has under the law of the Contracting State in which the
property in question is Situated

b) The term "immovable property” shdl in any case include property accessory to
immovable property, livestock and equipment used in agriculture and forestry, rights to which
the provisons of generd law respecting landed property apply, usufruct of immovable property
and rightsto variable or fixed payments as congderation for the working of, or theright to
work, mineral deposits, sources and other natural resources.

¢) Shipsand arcraft shall not be regarded as immovable property.



3. The provisons of paragraph 1 shdl apply to income derived from the direct use, letting, or usein
any other form of immovable property.

4. Where the ownership of shares or other corporate rights in acompany entitles the owner of such
shares or corporate rights to the enjoyment of immovable property held by the company, the income
from the direct use, letting, or usein any other form of such right to enjoyment may be taxed in the
Contracting State in which the immovable property is Stuated.

5. The provisions of paragraphs 1 and 3 shall dso apply to the income from immovable property of
an enterprise and to income from immovable property used for the performance of independent
persond services.

ARTICLE 7
Business Profits

1. The profits of an enterprise of a Contracting State shall be taxable only in that State unless the
enterprise carries or carried on business in the other Contracting State through a permanent
establishment stuated therein. If the enterprise carries or carried on business as aforesaid, the profits of
the enterprise may be taxed in the other State but only so much of them asis attributabl e to that
permanent establishmen.

2. Subject to the provisions of paragraph 3, where an enterprise of a Contracting State carries or
carried on businessin the other Contracting State through a permanent establishment Situated therein,
there shdl in each Contracting State be attributed to that permanent establishment the profits which it
might be expected to make if it were a digtinct and independent enterprise engaged in the same or
amilar activities under the same or Smilar conditions.

3. In determining the profits of a permanent establishment, there shall be dlowed as deductions
expenses which are incurred for the purposes of the permanent establishment, including a reasonable
alocation of executive and generd adminigtrative expenses and other expenses incurred for the
purposes of the enterprise as awhole (or the part thereof which includes the permanent establishment),
whether incurred in the State in which the permanent establishment is situated or €sewhere.

4. No profits shal be attributed to a permanent establishment by reason of the mere purchase by
that permanent establishment of goods or merchandise for the enterprise.

5. For the purposes of this Convention, the profits to be attributed to the permanent establishment
shdl include only the profits derived from the assets or activities of the permanent establishment and
shdl be determined by the same method year by year unlessthereis good and sufficient reason to the
contrary.



6. Where profitsinclude items of income which are dedt with separatdly in other Articles of the
Convention, then the provisions of those Articles shdl not be affected by the provisons of this Article.

7. For the purposes of the Convention, the term "profits’ means income derived from any trade or
business, including the renta of tangible persond property, but not including the renta or licensing of
cinematographic films and films or tapes used for radio or televison broadcasting.

ARTICLE8
Shipping and Air Transport

1. Profits of an enterprise of a Contracting State from the operation of ships or aircraft in
internationd traffic shdl be taxable only in that State.

2. For the purposes of this Article, profits from the operation of ships or aircraft in internationd
traffic include profits derived from the rental of ships or arcraft if such rental profits are incidenta to the
profits dealt with in paragraph 1.

3. Profits of an enterprise of a Contracting State from the use, maintenance, or renta of containers
(including trailers, barges, and related equipment for the transport of containers) used for the trangport
of goods or merchandise shall be taxable only in that State, except where such containers are used for
the trangport of goods or merchandise solely between places within the other Contracting State.

4. The provisons of paragraphs 1 and 3 shdl aso apply to profits from participation in apool, a
joint business, or an internationa operating agency.

ARTICLE9
Associated Enterprises

1. Where
a) an enterprise of a Contracting State participates directly or indirectly in the
management, control, or capital of an enterprise of the other Contracting State; or
b) the same persons participate directly or indirectly in the management, control, or
capital of an enterprise of a Contracting State and an enterprise of the other Contracting State,
and in ether case conditions are made or imposed between the two enterprisesin their commercia or
financid relations which differ from those which would be made between independent enterprises, then
any profits which would, but for those conditions, have accrued to one of the enterprises, but by reason
of those conditions have not so accrued, may be included in the profits of that enterprise and taxed
accordingly.

2. Where a Contracting State includes in the profits of an enterprise of that State, and taxes
accordingly, profits on which an enterprise of the other Contracting State has been charged to tax in that



other State, and that other State agrees that the profits so included are profits which would have

accrued to the enterprise of the first-mentioned State if the conditions made between the two enterprises
had been those which would have been made between independent enterprises, then that other State
shall make an gppropriate adjustment to the amount of the tax charged therein on those profits. In
determining such adjustment, due regard shdl be paid to the other provisons of this Convention and the
competent authorities of the Contracting States shdl if necessary consult each other.

3. The provisons of paragraph 1 shdl not limit any provisons of the law of ether Contracting State
which permit the distribution, gpportionment, or alocation of income, deductions, credits, or alowances
between persons, whether or not residents of a Contracting State, owned or controlled directly or
indirectly by the same interests when necessary in order to prevent evasion of taxes or clearly to reflect
the income of any of such persons.

ARTICLE 10
Dividends

1. Dividends paid by a company which isaresdent of a Contracting State to a resdent of the other
Contracting State may be taxed in that other State.

2. However, such dividends may aso be taxed in the Contracting State of which the company
paying the dividends is aresident, and according to the laws of that State, but if the beneficid owner of
the dividends is aresdent of the other Contracting State, the tax so charged shall not exceed:

a) 5 percent of the gross amount of the dividendsiif the beneficia owner is acompany
which owns a least 10 percent of the voting stock of the company paying the dividends;
b) 15 percent of the gross amount of the dividendsin dl other cases.

Subparagraph (b) and not subparagraph (a) shdl apply in the case of dividends paid by a person which
isaresdent of the United States and which is a Regulated Investment Company. Subparagraph (a) shal
not apply to dividends paid by a person which isaresdent of the United States and which isa Red
Edate Investment Trust, and subparagraph (b) shdl only apply if the dividend is beneficidly owned by
an individud holding an interest of less than 10 percent in the Redl Edtate Investment Trugt. This
paragraph shdl not affect the taxation of the company in respect of the profits out of which the dividends
arepad.

3. Theterm "dividends’ as used in this Article means

a) income from shares or other rights, not being debt-clams, participating in profits;

b) income from other corporate rights which is subjected to the same taxation treatment
as income from shares by the laws of the State of which the company making the digtribution is
aresdent; and

¢) income from arrangements, including debt obligations, carrying the right to participate
in profits, to the extent so characterized under the law of the Contracting State in which the
income arises.



4. The provisons of paragraph 2 shal not apply if the beneficid owner of the dividends, being a
resdent of a Contracting State, carries or carried on businessin the other Contracting State of which the
company paying the dividends is a resident, through a permanent establishment Situated therein, or
performs or performed in that other State independent personal services from afixed base situated
therein, and the holding in respect of which the dividends are paid is effectively connected with such
permanent establishment or fixed base. In such case the provisions of Article 7 (Business Profits) or
Article 14 (Independent Personal Services), as the case may be, shal apply.

5. A Contracting State may not impose any tax on dividends paid by a company which isnot a
resdent of that State, except insofar as
a) the dividends are paid to aresident of that State; or
b) the dividends are attributable to a permanent establishment or afixed base of the
beneficia owner of the dividends Situated in that State.

6. A company which isaresident of a Contracting State and which has a permanent establishment
in the other Contracting State or which is subject to tax on anet basisin that other State on items of
income that may be taxed in that other State under Article 6 (Income from Immovable (Redl) Property)
or under paragreph | of Article 13 (Gains), may be subject in that other State to atax in addition to the
tax alowable under the other provisons of this Convention. Such tax, however, may be imposed only
on:

a) in the case of the United States,
(i) the portion of the business profits of the company attributable to the
permanent establishment, and
(ii) the portion of the income referred to in the preceding sentence which is
subject to tax under Article 6 or 13,
which represent the “dividend equivaent amount” as that term is defined under the laws of the United
Saes asit may be amended from time to time without changing the generd principle thereof, and
b) in the case of Finland,
(i) the portion of the business profits of the company attributable to the
permanent establishment, and
(ii) the portion of the income referred to in the firgt sentence of this paragraph
which may be taxed in Finland under Article 6 or under paragraph | of Article 13,
which in both cases represent an amount, as defined under the laws of Finland, thet if the operation was
carried on by asubsdiary incorporated in Finland would be distributed as a dividend.

7. The tax referred to in paragraph 6 shal not be imposed at a rate exceeding the rate specified in
subparagraph (a) of paragraph 2.

ARTICLE 11
Interest



1. Interest derived and beneficially owned by aresident of a Contracting State shdl be taxable only
inthat State.

2. Theterm "interest” as used in this Convention means income from debt-claims of every kind,
whether or not secured by mortgage, and whether or not carrying aright to participate in the debtor's
profits, and in particular, income from government securities, and income from bonds or debentures,
including premiums and prizes attaching to such securities, bonds, or debentures, aswedl asall other
income that is trested as income from money lent by the taxation law of the Contracting State in which
the income arises. Pendty chargesfor late payment shal not be regarded as interest for the purposes of
the Convention. However, the term "interest” does not include income dedlt with in Article 10
(Dividends).

3. The excess of the amount deductible by a permanent establishment in the United States of a
company which isaresdent of Finland over the interest actudly paid by such permanent establishment,
as those amounts are determined pursuant to the laws of the United States, shadl be treated as interest
derived and beneficidly owned by aresident of Finland.

4. The provisons of paragraph 1 shal not goply if the beneficia owner of the interest, being a
resdent of a Contracting State, carries or carried on businessin the other Contracting State through a
permanent establishment Situated therein, or performs or performed in that other State independent
persona services from afixed base Stuated therein, and the debt-claim in respect of which the interest is
paid is effectively connected with such permanent establishment or fixed base. In such casethe
provisions of Article 7 (Business Profits) or Article 14 (Independent Personal Services), as the case

may be, shdl apply.

5. Where, by reason of a specia relationship between the payer and the beneficial owner or
between both of them and some other person, the amount of the interest, having regard to the debt-
clam for which it is paid, exceeds the amount which would have been agreed upon by the payer and the
beneficid owner in the aosence of such reaionship, the provisons of this Article shdl apply only to the
last-mentioned amount. In such case, the excess part of the payments shal remain taxable according to
the laws of each Contracting State, due regard being had to the other provisions of the Convention.

ARTICLE 12
Roydties

1. Roydities derived and beneficidly owned by aresdent of a Contracting State shdl be taxable
only in that State.

2. However, notwithstanding the provisions of paragraph 1, royaties of the kind referred to in
subparagraphs (b) and (c) of paragraph 3 may be taxed in the Contracting State in which they arise and
according to the laws of that State, but if the beneficia owner of the roydtiesis aresdent of the other
State the tax so charged shdl not exceed 5 percent of the gross amount of the royalties.



3. Theterm "roydlties’ as used in this Convention means payments of any kind received as a
congderation
a) for the use of, or theright to use, any copyright of literary, artistic, or scientific work
including cinematographic films and films or tgpes for radio or teevision broadcasting;
b) for the use of, or the right to use, any patent, trademark, design or model, plan,
secret formulaor process, or other like right or property;
¢) for information concerning industria, commercid, or scientific experience.

The term "roydlties’ dso includes gains derived from the aienation of any such right or property which
are contingent on the productivity, use, or disposition thereof.

4. The provisons of paragraphs 1 and 2 shdl not goply if the beneficid owner of the roydties, being
aresdent of a Contracting State, carries or carried on business in the other Contracting State through a
permanent establishment Situated therein, or performs or performed in that other State independent
persona services from afixed base Stuated therein, and the right or property in respect of which the
roydties are pad is effectively connected with such permanent establishment or fixed base. In such case
the provisions of Article 7 (Business Profits) or Article 14 (Independent Persond Services), asthe case

may be, shdl apply.

5. Royadlties shdl be deemed to arise in a Contracting State when the payer isthat State itsdlf or a
political subdivision, statutory body, locd authority, or resdent of that State. Where, however, the right
or property for which the roydties are paid is used within a Contracting State, then such roydties shdl
be deemed to arise in the State in which the right or property is used.

6. Where, by reason of a specid relationship between the payer and the beneficia owner or
between both of them and some other person, the amount of the roydties, having regard to the use, right
or information for which they are paid, exceeds the amount which would have been agreed upon by the
payer and the beneficia owner in the absence of such relationship, the provisons of this Article shall
apply only to the last-mentioned amount. In such case, the excess part of the payments shdl remain
taxable according to the laws of each Contracting State, due regard being had to the other provisons of
the Convention.

ARTICLE 13
Gans
1. Gains derived by aresdent of a Contracting State from the dienation or digpogtion of immovable
(red) property Situated in the other Contracting State may be taxed in that other State.

2. For the purposes of this Article, the term "immovable (real) property situated in the other
Contracting State", when the United States is that other Contracting State, includes a United States redl
property interest and immovable (red) property referred to in Article 6 (Income from Immovable (Redl)



Property) which is Stuated in the United States. The term “immovable (redl) property Stuated in the
other Contracting State”’, when Finland is that other State, shall have the meaning which it has under
paragraph 2 of Article 6 (Income from Immovable (Real) Property), and includes shares or other
corporate rights referred to in paragraph 4 of that Article.

3. Gains from the dienation of movable (persona) property forming part of the business property of
a permanent establishment which an enterprise of a Contracting State has or had in the other
Contracting State or of movable (persond) property pertaining to afixed base which is or was available
to aresdent of a Contracting State in the other Contracting State for the purpose of performing
independent persona services, including such gains from the dienation of such a permanent
establishment (alone or with the whole enterprise) or of such fixed base, may be taxed in that other
State.

4. Gains derived by an enterprise of a Contracting State from the aienation of ships, aircraft, or
containers operated in internationd traffic shal be taxable only in that State.

5. Gains described in Article 12 (Royadlties) shdl be taxable only in accordance with the provisions
of Article 12.

6. Gains from the aienation of any property other than that referred to in the preceding paragraphs
of this Article, shdl be taxable only in the Contracting State of which the dienator is aresident.

ARTICLE 14
I ndependent Personal Services

Income derived by an individua who is aresdent of a Contracting State from the performance of
persona servicesin an independent capacity shal be taxable only in that State. However, such income
may aso be taxed in the other Contracting State to the extent that such services are or were performed
in that other State and the income is attributable to a fixed base regularly available to the individud in
that other State for the purpose of performing his activities.

ARTICLE 15
Dependent Persona Services

1. Subject to the provisons of Articles 18 (Pensons, Annuities, Alimony, and Child Support) and
19 (Government Service), sdaries, wages, and other smilar remuneration derived by aresident of a
Contracting State in respect of an employment shal be taxable only in that State unless the employment
isexercised in the other Contracting State. If the employment is so exercised, such remuneration asis
derived therefrom may be taxed in that other State.



2. Notwithstanding the provisions of paragraph 1, remuneration derived by aresdent of a
Contracting State in repect of an employment exercised in the other Contracting State shdl be taxable
only in the fird-mentioned State if:

a) therecipient is present in the other State for aperiod or periods not exceeding in the
aggregate 183 days within any twelve-month period,

b) the remuneration is paid by, or on behdf of, an employer who is not aresident of the
other State; and

c) the remuneration is not borne by a permanent establishment or afixed base or atrade
or business which the employer hasin the other State.

3. Notwithgtanding the preceding provisions of this Article, remuneration derived in respect of an
employment exercised as amember of the regular complement of a ship or aircraft operated in
internationd traffic by aresident of a Contracting State, may be taxed in that State.

ARTICLE 16
Limitation on Bendfits

1. A person that isaresident of a Contracting State and derives income from the other Contracting
State shdl be entitled under this Convention to relief from taxation in that other State only if such person
is

a anindividud,

b) a Contracting State or a political subdivison or loca authority thereof;

C) engaged in an active conduct of atrade or busnessin the first-mentioned Contracting
State (other than the business of making or managing investments, unless these activities are
banking or insurance activities carried on by a bank or insurance company), and the income
derived from the other Contracting State is derived in connection with, or isincidenta to, that
trade or business;

d) aperson

(1) more than 50 percent of the beneficid interest in such person (or in the case

of acompany, more than 50 percent of the number of shares of each class of the

company's shares) is owned, directly or indirectly, by persons entitled to benefits of this

Convention under subparagraphs (a), (b), (€) or (f) of this paragraph or who are citizens

of the United States, and

(i) not more than 50 percent of the gross income of such person is used,

directly or indirectly, to meet ligbilities (including liabilities for interest or roydties) to

persons who are not entitled to benefits of this Convention under subparagraph (a), (b),

(e) or () of this paragraph and are not citizens of the United States;

€) acompany in whose principd class of sharesthere is substantia and regular trading
on arecognized stock exchange; or

f) an entity which is a not-for-profit organization (including pension funds and private
foundations), and which, by virtue of that satus, is generdly exempt from income taxation in the
Contracting State of which it is aresident, provided that more than haf of the beneficiaries,



members or participants, if any, in such organization are persons that are entitled, under this
Article, to the benefits of the Convention.

2. A person that is not entitled to the benefits of the Convention pursuant to the provisons of
paragraph 1 may, nevertheless, be granted the benefits of the Convention if the competent authority of
the Contracting State in which the income in question arises so determines.

3. For the purposes of subparagraph (€) of paragraph 1, the term "arecognized stock exchange'
means.

a) the NASDAQ System owned by the National Association of Securities Dedlers, Inc.
and any stock exchange registered with the Securities and Exchange Commission as a nationa
securities exchange for the purposes of the Securities Exchange Act of 1934;

b) the Helsinki Stock Exchange; and

c) any other stock exchange agreed upon by the competent authorities of the
Contracting States.

ARTICLE 17
Artistes and Sportsmen

1. Notwithstanding the provisions of Articles 14 (Independent Personal Services) and 15
(Dependent Persond Services), income derived by aresident of a Contracting State as an entertainer,
such as atheatre, motion picture, radio or television artiste, or amusician, or a sportsman, from his
persona activities as such exercised in the other Contracting State, may be taxed in that other State,
except where the amount of the gross recel pts derived by such entertainer or sportsman, including
expenses reimbursed to him or borne on his behalf, from such activities does not exceed twenty
thousand United States dollars ($20,000) or its equivaent in Finnish currency for the calendar year
concerned.

2. Where income in respect of persona activities exercised by an entertainer or asportsman in his
capacity as such accrues not to the entertainer or sportsman himsdlf, but to another person, that income
of that other person may, notwithstanding the provisons of Articles 7 (Business Profits) and 14
(Independent Persond Services), be taxed in the Contracting State in which the activities of the
entertainer or sportsman are exercised, unlessit is established that neither the entertainer or sportsman
nor persons related thereto participate directly or indirectly in the profits of that other personin any
manner, including the accrud or receipt of deferred remuneration, bonuses, fees, dividends, partnership
income, or income or other distributions.

ARTICLE 18
Pengons, Annuities, Alimony, and Child Support

1. Subject to the provisons of paragraph 2 of Article 19 (Government Service)



a) pensons and other smilar remuneration derived and beneficidly owned by aresident
of a Contracting State in congderation of past employment shall be taxable only in that State;
and

b) pensons and other payments under the socia security legidation of a Contracting
State and, where that Contracting State is the United States, other public pensions, paid to a
resdent of the other Contracting State or a citizen of the United States shdl be taxable only in
the first-mentioned State.

2. Annuities derived and beneficially owned by aresdent of a Contracting State shall be taxable
only in that State. The term "annuities’ as used in this paragraph means stated sums paid periodicaly at
dated times during life or a pecified or ascertainable number of years, under an obligation to make the
payments in return for adequate and full consideration (other than services rendered or to be rendered).

3. Alimony paid to aresdent of a Contracting State shdl be taxable only in that State. The term
"dimony" as used in this paragraph means periodic payments made pursuant to a written separation
agreement or a decree of divorce, separate maintenance, or compulsory support, which payments are
taxable to the recipient under the laws of the State of which heis aresdent.

4. Periodic payments for the support of a minor child made pursuant to a written separation
agreement or a decree of divorce, separate maintenance, or compulsory support, paid by aresident of a
Contracting State to aresident of the other Contracting State, shal be taxable only in the firs-mentioned
State.

ARTICLE 19
Government Service

1. a) Remuneration, other than a pension, paid by a Contracting State or a political
subdivison, statutory body or loca authority thereof to an individua in respect of services
rendered to that State, subdivision, body or authority shdl be taxable only in that State.

b) However, such remuneration shdl be taxable only in the Contracting State of which
the individud is aresdent if the services are rendered in that State and the individud:
(i) isandiond of that State; or
(ii) did not become aresident of that State solely for the purpose of rendering
the services.

2. a) Any pension paid by, or out of funds created by, a Contracting State or a political
subdivison, statutory body or loca authority thereof to an individua in respect of services
rendered to that State, subdivision, body or authority shal be taxable only in that State.

b) However, such pension shdl be taxable only in the Contracting State of which the
individud isaresdent if heisanationd of that State.



3. The provisons of Articles 14 (Independent Persond Services), 15 (Dependent Personal
Services) and 18 (Pensions, Annuities, Alimony, and Child Support) shal apply to remuneration and
pensions in respect of services rendered in connection with a business carried on by a Contracting State
or apalitica subdivison, statutory body or loca authority thereof.

ARTICLE 20
Students and Trainees

Payments received for the purpose of maintenance, education, or training by a student, apprentice,
or business trainee who is or was immediately before visiting a Contracting State a resdent of the other
Contracting State and who is present in the firs-mentioned State for the purpose of his full-time
education or training shall not be taxed in that State, provided that such payments arise outside that
State.

ARTICLE 21
Other Income

1. Items of income of aresident of a Contracting State, wherever arising, not dedlt with in the
foregoing Articles of this Convention shall be taxable only in that State.

2. The provisons of paragraph 1 shdl not gpply to income, other than income from immovable
(red) property as defined in paragraph 2 of Article 6 (Income from Immovable (Red) Property), if the
beneficia owner of such income, being aresident of a Contracting State, carries or carried on business
in the other Contracting State through a permanent establishment stuated therein, or performs or
performed in that other State independent persond services from a fixed base stuated therein, and the
right or property in respect of which the incomeis paid is effectively connected with such permanent
establishment or fixed base. In such case the provisons of Article 7 (Business Profits) or Article 14
(Independent Persona Services), as the case may be, shal apply.

ARTICLE 22
Capital

1. Capital represented by immovable (red) property referred to in paragraph 2 of Article 6 (Income
from Immovable (Redl) Property), owned by aresident of a Contracting State and Situated in the other
Contracting State, may be taxed in that other State.

2. Capital represented by shares or other corporate rights referred to in paragraph 4 of Article 6
(Income from Immovable (Real) Property) and owned by aresdent of a Contracting State may be
taxed in the Contracting State in which the immovable (redl) property held by the company is Stuated.



3. Subject to the provisions of paragraph 4, capita represented by assets, other than property
referred to in paragraphs 1 and 2, which are effectively connected with a permanent establishment or
fixed base of aresdent of a Contracting State may be taxed in the State in which the permanent
establishment or fixed base is Stuated.

4. Ships and aircraft of aresident of a Contracting State, and assets, other than property referred to
in paragraphs 1 and 2, pertaining to the operation of such ships or arcraft shal be exempt from tax on
capital by the other Contracting State.

5 All other dements of capital of aresident of
a) Finland not dedt within this Article shal be exempt from tax on capital by the United
States,
b) the United States not dedlt with in this Article shdl be exempt from tax on cepitd by
Finland.

ARTICLE 23
Elimination of Double Taxation

1. In Finland double taxation shal be diminated as follows:

a) Where aresdent of Finland derivesincome or owns capita which, in accordance
with the provisions of this Convention, may be taxed in the United States (other than soldy by
virtue of citizenship), Finland shall, subject to the provisons of sub-paragraph (b), dlow:

(i) as adeduction from the tax on income of that person, an amount equa to the
tax on income paid in the United States;

(i) as adeduction from the tax on capitd of that person, an amount equa to the
tax on capita paid in the United States.

Such deduction in either case shall not, however, exceed that part of the tax onincome or on cepitd, as
computed before the deduction is given, which is atributable, as the case may be, to the income or the
capita which may be taxed in the United States.

b) Dividends paid by acompany which isaresident of the United States to a company
which isaresdent of Finland and owns directly at least 10 percent of the voting stock of the
company paying the dividends shdl be exempt from Finnish tax.

¢) Notwithgtanding any other provisions of the Convention, an individud who isa
resdent of the United States and under Finnish taxation law with respect to the Finnish taxes
referred to in Article 2 (Taxes Covered) also isregarded as resdent in Finland may he taxed in
Finland. However, Finland shdl alow any United States tax paid on the income or on the
capitd as adeduction from Finnish tax in accordance with the provisions of subparagraph (a).
The provisons of this subparagraph shdl gpply only to nationals of Finland.

d) Where in accordance with any provisons of the Convention, income derived or
capita owned by aresdent of Finland is exempt from tax in Finland, Finland may nevertheless,



in caculaing the amount of tax on the remaining income or capitd of such resdent, take into
account the exempted income or capitd.

2. 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 generd principle hereof), the United States
shdl dlow to aresdent or citizen of the United States as credit againgt the United States tax on income

a) theincome tax paid to Finland by or on behalf of such resdent or citizen; and

b) in the case of a United States company owning at least 10 percent of the voting stock
of acompany which isaresdent of Finland and from which the United States company receives
dividends, the income tax paid to Finland by or on behaf of the distributing company with
respect to the profits out of which the dividends are paid.

For the purposes of this paragraph, the taxes referred to in subparagraph (a) of paragraph 1 and
paragraph 2 of Article 2 (Taxes Covered) shal be considered income taxes.

3. For the purposes of computing United States tax, where a citizen of the United Statesisa
resdent of Finland, the United States shdl dlow as a credit againgt United States tax the income tax
paid to Finland after the credit referred to in paragraph 1. The credit so alowed against United States
tax shall not reduce that portion of the United States tax that is creditable againgt Finnish tax in
accordance with paragraph 1. For the purposes of this paragraph, income beneficidly owned by a
resdent of Finland who is a citizen of the United States shall be deemed to arise in Finland to the extent
necessary to give effect to the provisons of this paragraph.

4. For the purposes of alowing rdief from double taxation pursuant to this Article and subject to
such source rules in the domestic laws of the Contracting States as gpply for the purpose of limiting the
foreign tax credit, income shall, except as otherwise provided in paragraph 3, be deemed to arise
exdusvey asfollows

a) income derived by aresdent of a Contracting State which may be taxed in the other
Contracting State in accordance with the Convention (other than solely by reason of citizenship
in accordance with paragraph 3 of Article 1 (Personal Scope)) shal be deemed to arise in that
other State;

b) income derived by aresdent of a Contracting State which may not be taxed in the
other Contracting State in accordance with the Convention shdl be deemed to arise in the firg-
mentioned State.

ARTICLE 24
Non-discrimination

1. Nationas of a Contracting State shal not be subjected in the other Contracting State to any
taxation or any requirement connected therewith, which is other or more burdensome than the taxation
and connected requirements to which nationas of that other State in the same circumstances are or may
be subjected. This provison shall also apply to persons who are not residents of one or both of the



Contracting States. However, for the purposes of United States tax, an individual who isa United
States national and who is not aresdent of the United States and an individud who isanationd of
Finland and who is not aresident of the United States are not in the same circumstances.

2. The taxation on a permanent establishment which an enterprise of a Contracting State hasin the
other Contracting State shdl not be less favorably levied in that other State than the taxation levied on
enterprises of that other State carrying on the same activities. This provision shal not be construed as
obliging a Contracting State to grant to residents of the other Contracting State any persond
alowances, reliefs and reductions for taxation purposes on account of civil satus or family
respongbilities which it grants to its own residents. Nothing in this Article shdl be construed as obliging
a Contracting State to grant to aresident of the other Contracting State the right to deduct from the
profits attributable to a permanent establishment of that resdent Stuated in the firg-mentioned State any
portion of the amount of any dividends paid by that resident.

3. Except where the provisons of paragraph 1 of Article 9 (Associated Enterprises), paragraph 5 of
Article 11 (Interest), or paragraph 6 of Article 12 (Royalties) apply, interest, royalties, and other
disbursements paid by aresident of a Contracting State to aresident of the other Contracting State
shdl, for the purpose of determining the taxable profits of the firs-mentioned resident, be deductible
under the same conditions as if they had been paid to aresdent of the firs-mentioned State. Smilarly,
any debts of aresdent of a Contracting State to aresident of the other Contracting State shdl, for the
purposes of determining the taxable capitd of the first-mentioned resident, be deductible under the same
conditions as if they had been contracted to aresident of the first-mentioned State.

4. Enterprises of a Contracting State, the capitd of which iswholly or partly owned or controlled,
directly or indirectly, by one or more resdents of the other Contracting State, shall not be subjected in
the firg-mentioned State to any taxation or any requirement connected therewith which is other or more
burdensome than the taxation and connected requirements to which other smilar enterprises of the first-
mentioned State are or may be subjected.

5. Nothing in this Article shdl be congtrued as preventing either Contracting State from imposing the
tax described in paragraph 6 of Article 10 (Dividends).

6. The provisons of this Article shall, notwithstanding the provisons of Article 2 (Taxes Covered),
apply to taxes of every kind and description imposed by a Contracting State or a political subdivision,
gatutory body, or loca authority thereof.

ARTICLE 25
Mutua Agreement Procedure

1. Where a person considers that the actions of one or both of the Contracting States result or will
result for him in taxation not in accordance with the provisions of this Convention, he may, irrespective



of the remedies provided by the domestic law of those States, present his case to the competent
authority of the Contracting State of which heisaresident or nationd.

2. The competent authority shall endeavor, if the objection gppearsto it to be judtified and if it is not
itsdlf able to arrive at a satisfactory solution, to resolve the case by mutua agreement with the competent
authority of the other Contracting State, with aview to the avoidance of taxation whichisnot in
accordance with the Convention. Any agreement reached in accordance with the preceding paragraph
shdl be implemented notwithstanding any time limits or other procedurd limitations in the domestic law
of the Contracting States, provided that the competent authority of the Contracting State requested to
provide a refund has received naotification that such a case exists within sx years from the end of the
taxable year to which the case relates.

3. The competent authorities of the Contracting States shal endeavor to resolve by mutua
agreement any difficulties or doubts arising as to the interpretation or gpplication of the Convention. In
particular, the competent authorities of the Contracting States may agree

a) to the same attribution of income, deductions, credits, or alowances of an enterprise
of a Contracting State to its permanent establishment situated in the other Contracting State;

b) to the same alocation of income, deductions, credits, or allowances between
persons,

C) to the same characterization of particular items of income;

d) to the same gpplication of source rules with respect to particular items of income;

€) to acommon meaning of aterm;

f) to increases in any specific amounts referred to in the Convention to reflect economic
or monetary developments, and

g) to the application of the provisons of domestic law regarding interest on deficiencies
and refunds and non-crimina pendties and fines, in amanner condstent with the purposes of the
Convention.

They may aso consult together for the dimination of double taxation in cases not provided for in the
Convention.

4. The competent authorities of the Contracting States may communicate with each other directly
for the purpose of reaching an agreement in the sense of the preceding paragraphs.

ARTICLE 26
Exchange of Information

1. The competent authorities of the Contracting States shdl exchange such information asis
necessary for carrying out the provisions of this Convention or of the domestic laws of the Contracting
States concerning taxes covered by the Convention insofar as the taxation thereunder is not contrary to
the Convention. The exchange of information is not restricted by Article 1 (Persona Scope). Any
information received by a Contracting State shal be treated as secret in the same manner as information



obtained under the domestic laws of that State and shdl be disclosed only to persons or authorities
(including courts and adminidrative bodies) involved in the assessment, collection, or administration of,
the enforcement or prosecution in respect of, or the determination of appeals in relation to, the taxes
covered by the Convention. Such persons or authorities shdl use the information only for such
purposes. They may disclose the information in public court proceedings or in judicia decisons.

2. In no case shdl the provisions of paragraph 1 be construed so as to impose on a Contracting
State the obligation:

a) to carry out adminigrative measures a variance with the lawvs and adminidtrative
practice of that or of the other Contracting State;

b) to supply information which is not obtainable under the laws or in the norma course
of the adminigration of that or of the other Contracting Stete;

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

3. If information is requested by a Contracting State in accordance with this Article, the other
Contracting State shdl obtain the information to which the request rdates in the same manner and to the
same extent asif the tax of the first-mentioned State were the tax of that other State and were being
imposed by that other State. If specifically requested by the competent authority of a Contracting State,
the competent authority of the other Contracting State shdl provide information under this Article in the
form of depositions of witnesses and authenticated copies of unedited origina documents (including
books, papers, statements, records, accounts, and writings), to the same extent such depositions and
documents can be obtained under the laws and administrative practices of that other State with respect
to its own taxes.

4. Each of the Contracting States shal endeavor to collect on behdf of the other Contracting State
such amounts as may be necessary to ensure that relief granted by the Convention from taxation
imposed by that other State does not inure to the benefit of persons not entitled thereto.

5. Paragraph 4 shall not impose upon ether of the Contracting States the obligation to carry out
adminigrative measures which are of a different nature from those used in the collection of its own taxes,
or which would be contrary to its sovereignty, security, or public policy.

6. For the purposes of this Article, the Convention shdl gpply, notwithstanding the provisions of
Article 2 (Taxes Covered), to taxes of every kind imposed by a Contracting State.

ARTICLE 27
Members of Diplomatic Missions and Consular Posts

Nothing in this Convention shdl affect the fiscd privileges of members of diplomatic missons or
consular posts under the generd rules of internationd law or under the provisions of specia agreements.



ARTICLE 28
Entry into Force

1. This Convention shall be subject to ratification, acceptance, or gpprova in accordance with the
applicable procedures of each Contracting State. The Governments of the Contracting States shall
notify each other as soon as possible that those procedures have been complied with.

2. The Convention shdl enter into force thirty days after the date of the later of the notifications
referred to in paragraph 1, and its provisons shall have effect:
a) in Finland:

(1) in respect of taxes withheld at source, on income derived on or after 1
January in the cdendar year next following the year in which the Convention entersinto
force;

(ii) in respect of other taxes on income and taxes on capita, for taxes
chargegble for any taxable year beginning on or after 1 January in the cdendar year next
fallowing the year in which the Convention entersinto force;

b) in the United States:

(i) in respect of taxes withheld at source, for amounts paid or credited on or
after thefirst day of the second month next following the date on which the Convention
entersinto force;

(i) in respect of other taxes, for taxable years beginning on or after the first day
of January next following the date on which the Convention entersinto force,

3. The Convention between the Republic of Finland and the United States of Americawith respect
to taxes on income and property, signed at Washington on 6 March 1970, (hereinafter referred to as
"the 1970 Convention"), shal cease to have effect with respect to taxes to which the Convention gpplies
in accordance with the provisons of paragraph 2. The 1970 Convention shdl terminate on the last date
on which it has effect in accordance with the foregoing provision of this paragraph.

ARTICLE 29
Termination

This Convention shal remain in force until terminated by a Contracting State. Either Contracting
State may terminate the Convention, through diplomatic channds, by giving notice of termination at least
ax months before the end of any caendar year following after the period of five years from the date on
which the Convention entersinto force. In such event, the Convention shall cease to have effect:

a) in Ainland:
(1) in respect of taxes withheld at source, on income derived on or after 1
January in the calendar year next following the year in which the notice is given;



(ii) in respect of other taxes on income and taxes on capital, for taxes
chargeable for any taxable year beginning on or after 1 January in the calendar year next
following the year in which the notice is given;

b) in the United States:

(1) in respect of taxes withheld at source, for amounts paid or credited on or
after thefirst day of January next following the expiration of the 6-months period;

(i) in respect of other taxes, for taxable years beginning on or after the first day
of January next following the expiration of the 6-months period.

IN WITNESS WHEREOF, the undersigned, being duly authorized thereto, have signed this
Convention.

DONE in Helsinki, in duplicate in the English and Finnish languages, both texts being equdly
authentic, this 21st day of September 1989.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE
UNITED STATES OF AMERICA: REPUBLIC OF FINLAND:
() Michad Durkee (9) UllaPudlanne
NOTES OF EXCHANGE
EMBASSY OF THE
UNITED STATES OF AMERICA
No. 168
Helsinki, September 21, 1989
Ulla Puolanne
Minister
Minigry of Finance
Helsinki

EXCELLENCY: | have the honor to refer to the Convention between the Government of the
United States of Americaand the Government of the Republic of Finland for the Avoidance of Double
Taxation and the Prevention of Fisca Evasion with Respect to Taxes on Income and on Capitd (the
“Convention”), which was signed today. The following understandings were reached between our two
Governments.

1. For purposes of the commund tax of Finland referred to in subparagraph (2)(ii) of paragraph 1 of
Article 2 (Taxes Covered) of the Convention, the business profits of an enterprise of the United States
that are attributable in the aggregate to one or more permanent establishments of such enterprisein
Finland (“Aggregate Finnish Profits’), shall be determined in accordance with the provisions of Article 7



(Business Prafits) of the Convention. However, where such an enterprise has more than one permanent
edablishment in Finland, Article 7 (Business Prafits) of the Convention shdl not preclude Finland from
determining the portion of the enterprisess aggregate Finnish profits as may be customary for that
purposein Finland. The method of gpportionment so adopted, however, shall be such that the result is
in accordance with the principles of Article 7.

2. Inthe event the United States should enact atax on capitd that is comparable to the state capita
tax of Finland referred to in subparagraph (a)(i) of paragraph 1 of Article 2 (Taxes Covered) of the
Convention, the United States shall, without undue delay, enter into negotiations with Finland with a
view to amending the Convention to include such tax within subparagraph (b) of paragraph 1 of Article
2 and to provide gppropriate relief from double taxation of capital.

3. Itisintended that procedures will be developed by the United States to ensure that the limitation
of the last sentence of subparagraph (b) of paragraph 1 of Article 2 (Taxes Covered) of the Convention
will be gpplied without undue adminigrative burden.

| have the honor to propose that the present Note and your reply thereto shall congtitute an
agreement between our two Governments on these matters.

Accept, Excdlency the renewed assurances of my highest consideration.

() Michad L. Durkee
Charge d’ Affaires a.l.

Helsinki, 21 September 1989

Mr. Michadl L. Durkee

Charge dAffaresai.

The Embassy of the United States
Helsnki

Sir,
| have the honour to acknowledge receipt of Y our Note of 21 September 1989, which reads as

follows

"l have the honor to refer to the Convention between the Government of the United States of
America and the Government of the Republic of Finland for the Avoidance of Double Taxation and the
Prevention of Fisca Evasion with Respect to Taxes on Income and on Capitd (the "Convention”),
which was sgned today. The following understandings were reached between our two governments.



1. For purposes of the Commund tax of Finland referred to in subparagraph (a)(ii) of paragraph 1
of Article 2 (Taxes Cowered) of the Convention, the business profits of an enterprise of the United
States that are attributable in the aggregate to one or more permanent establishments of such enterprise
in Finland ("Aggregate Finnish Profits'), shal be determined in accordance with the provisons of Article
7 (Business Profits) of the Convention. However, where such an enterprise has more than one
permanent establishment in Finland, Article 7 (Business Profits) of the Convention shal not preclude
Finland from determining the portion of the enterprisess aggregate Finnish profits as may be cusomary
for that purpose in Finland. The method of gpportionment so adopted, however, shal be such that the
result is in accordance with the principles of Article 7.

2. In the event the United States should enact atax on capitd that is comparable to the state capita
tax of Finland referred to In subparagraph () (i) of paragraph 1 of Article 2 (Taxes Covered) of the
Convention, the United States shall, without undue delay, enter into negotiations with Finland with a
view to amending the Convention to include such tax within subparagraph (b) of paragraph 1 of Article
2 and to provide gppropriate relief from double taxation of capital.

3. Itisintended that procedures will be developed by the United States to ensure that the limitation
of the last sentence of subparagraph (b) of paragraph 1 of Article 2 (Taxes Covered) of the convention
will be gpplied without undue adminigrative burden.

| have the honor to propose that the present Note and your reply thereto shall congtitute an
agreement between our two Governments on these matters.

Accept, Excdlency, the renewed assurances of my highest consideration.”

Inreply, | have the honour to inform you that the foregoing understandings are acceptable to the
Government of Finland, who therefore agree that Y our Note and the present reply shdl congtitute an
agreement between our two Governments on these matters.

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

(9) UllaPuolanne
Minister in the Ministry of Finance



