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MESSAGE
FROM
THE PRESIDENT OF THE UNITED STATES
TRANSMITTING

THE CONVENTION BETWEEN THE UNITED STATES OF AMERICA AND
THE GRAND DUCHY OF LUXEMBOURG FOR THE AVOIDANCE OF DOUBLE TAXATION
OF INCOME, THE PREVENTION OF FISCAL EVASION,
AND THE PROMOTION OF TRADE AND INVESTMENT,
SIGNED AT WASHINGTON ON DECEMBER 18, 1962

LETTER OF SUBMITTAL

DEPARTMENT OF STATE,
Washington, January 11, 1963.

The PRESIDENT:

The undersigned, the Secretary of State, has the honor to lay before the President, with aview to its
transmission to the Senate to receive the advice and consent of that body to ratification, if the President
approve thereof, a convention between the United States of America and the Grand Duchy of
Luxembourg for the avoidance of double taxation of income, the prevention of fiscal evasion, and the
promotion of trade and investment, Signed at Washington on December 18, 1962.

The convention was formulated as aresult of technical discussions between representatives of this
Government and representatives of the Government of Luxembourg, in the course of which an effort
was made to determine the bases upon which agreement might be reached for the purpose of diminating
double taxation in regard to taxes on income, removing impediments to internationa trade and
investment, and establishing certain procedures for mutua adminisirative ass stance between the tax
authorities of the two countries.

The convention follows in genera the pattern of income-tax conventions presently in force between
the United States and a number of other countries. Such conventions are now in force with Audtrdia,
Audtria, Belgium, Canada, Denmark, Finland, France, Federal Republic of Germany, Greece,
Honduras, Irdland, Italy, Japan, Netherlands, New Zealand, Norway, Pakistan, Sweden, Switzerland,
South Africa, and United Kingdom. Income-tax conventions concluded with certain other countries are
now under congderation in the Senate.



Asin the cases of amilar conventions, the convention with Luxembourg contains provisons reaing
to the following matters:

(1) Adoption of principles for determining and taxing business income derived by enterprises of one
country from sources within the other country.

(2) Reciproca exemption from taxation, upon certain conditions, of various items of busness
income, including profits derived from sources within one country by enterprises of the other country
from the operation of ships and aircraft.

(3) Reciprocal taxation on the basis of net income of red property rentals and natura resources
royaties and reciproca exemption of indudtrid royaties and like income.

(4) Reciproca tax exemption, upon certain conditions, of interest and dividend income and, in the
case of dividends received from sources within one country by aresident or corporation of the other
country not having a permanent establishment in the former, reduction of dividend taxes to 50 percent of
the statutory rate otherwise imposed, with provison for afurther reduction to 5 percent in the case of
dividends paid by a subsidiary corporation in one country to its parent corporation in the other country,
subject to specified conditions.

(5) Reciprocd exemptions with respect to (a) Government wages, sdaries, and pensions, private
pensions, and private life annuities, (b) compensation for labor or persona services other than fees of
directors of corporations, and (C) remuneration or remittances received by teachers, students, or
busi ness gpprentices in prescribed circumstances.

(6) Reciproca credit provisons and areservation by each country of the right, without regard to the
provisons of the convention, to include in the basis upon which income tax isimpaosed in the case of
certain taxpayers the various items of income taxable under its own tax laws.

(7) Reciproca exchange of information between the competent authorities of the two countries and
reciproca assstancein collection in certain cases, subject to the proviso insuring that an exemption or
reduced rate of tax granted by the convention shal not be enjoyed by persons not entitled to such
benefits.

(8) Theright of taxpayers to gpped when they can show that double taxation has resulted or will
result in respect of any of the taxes to which the convention relates.

Article | specifies the taxes which are the subject of the convention; namely, the Federd income tax,
including surtax, imposed in the United States and, in the case of Luxembourg, the income taxes on
individuas and corporations, the tax on fees of directors of corporations, the communal tax on
commercia profits, the wedlth tax, and the communa taxes on invested capita and land.



Article Il contains definitions of various terms or expressons found in the convention, including a
comprehensive definition of "permanent establishment.” Article XVII dso, in effect, defines certain terms
or expressions by specifying how certain categories of income shal be trested in determining the source
of such income.

Articles 1l and IV contain the provisions relaing to the taxation of industria and commercid profits.

Article V providesfor the reciproca exemption of income derived from the operation of shipsor
arcraft.

Article VI contains the provisions regarding reciproca taxation on the basis of net income of income
from redl property and royalties in respect of the operation of mines, quarries, or other natural
resources.

Article VII contains the provisions regarding reciprocal exemption of industrid roydties and like
income. Royalties, rentas, and smilar payments received by aresident or corporation of one of the
countries not having a permanent establishment in the other country and derived as consderation for the
use of, or for the privilege of using, certain categories of property or rights are exempted from tax by
such other country. The specified categories include copyrights, artistic or scientific works, patents,
designs, plans, secret processes or formulas, trademarks, motion picture films, films or tapes for radio
or televison broadcasting, and other like property or rights, and aso industrid, commercid, or scientific
equipment, knowledge, experience, skill, or know-how.

Article VIII providesfor reciproca exemption with respect to interest on bonds, notes, debentures,
securities, or any other form of indebtedness.

Article IX contains the provisions regarding reduction of the rate of tax with repect to dividends
received by aresdent or corporation of one of the countries not having a permanent establishment in the
other country and derived from sources within such other country. Each country agrees to reduce the
rate of its dividend tax to 50 percent of the Satutory rate of tax otherwise imposed. When the recipient
isacorporation, the dividend tax is reduced to 5 percent in the case of dividends paid by a subsidiary
corporation in one of the countries to its parent corporation in the other country, subject to certain
limitations and conditions. The terms "statutory rate" and "subsidiary corporation” are specialy defined
for the purposes of this article.

Article X providesthat the United States shal exempt from itstax dividends and interest paid by a
Luxembourg corporation to a person other than aU.S. citizen, resident, or corporation and that
Luxembourg shdl exempt from itstax dividends and interest paid by a U.S. corporation to a person
other than (a) aresident of Luxembourg or (b) a corporation having its business management or seat in
L uxembourg.

Article X1 contains the provisons reaing to exemption from tax of wages, sdaries, and smilar
compensation and pensions, annuities, or Smilar benefits paid to individuals for services rendered in the



discharge of governmenta functions, these provisions being applicable to services rendered to the
national government or to any politica subdivison. Article X1 adso contains the provisons relaing to
reciproca exemption with respect to private pensons and private life annuities.

Article XII provides that each country shall exempt from its tax, subject to certain limitations,
compensation for labor or persona services (other than fees of directors or corporations) performed in
such country by aresident of the other country who is temporarily present in the former country for a
period or periods not exceeding atotal of 150 days during the taxable year. It is provided that each
country shal exempt from its tax compensation for labor or persona services (other than fees of
directors of corporations) performed in the other country by aresident of such other country "whether
or not put to use" in the former country.

Article XII1 contains the provisons relating to reciproca exemption on certain conditions from tax
on remuneration for teaching or research at a university, college, school, or other recognized educeationa
indtitution.

Article X1V contains the provisons relating to reciproca exemption on certain conditions from tax
on remuneration or remittances received by students and business apprentices.

Article XV provides that the convention shdl not goply to income of any holding company entitled
to any specid tax benefit under specified Luxembourg law or to any income derived from such
companies by any shareholder thereof. It is provided further that, in the event that subgtantialy smilar
benefits are granted to other corporations under Luxembourg law enacted after sgnature of the
convention, the convention shdl not gpply to income of any such corporation or to any income derived
from such corporation by any shareholder thereof.

Article XVI contains the credit provisons. Subject to the alowance of credit for Luxembourg
income taxes specified in Article 1(1)(b)(i) and subject to a specific quaification, the United States
reserves the right, in determining the income tax of individuals who are citizens, resdents, or
corporations of the United States, to include in the basis upon which such tax isimposed dl items of
income taxable under the U.S. revenue laws without regard to any provison in the convention. Thereis
a corresponding reservation by Luxembourg as applied to residents of Luxembourg or corporations
having their business management or sest in Luxembourg. It is provided further, however, that
Luxembourg, in determining certain taxes of its resdents or of corporations having their business
management or seat in Luxembourg, shdl exclude from the basis upon which such taxes are imposed
specified items of property, subject to a qudification in regard to the Luxembourg wedth tax. It is
provided further that Luxembourg, in determining the weslth tax and the communa taxes on invested
capitd and land of citizens, resdents, or corporations of the United States, shall not tax specified items
of property of such persons unless Luxembourg is entitled under other provisions of the convention to
tax the income derived from such property.

Article XV, as hereinbefore indicated, specifies how certain categories of income shall be treated
in determining the source of such income.



Articles XVIII, XIX, XX, and XXI contain adminigtrative provisons, corresponding in generd to
such provisonsin other tax conventions to which the United States is a party.

Article XVI1I contains the provisions on exchange of information and, subject to certain limitations,
assisiance in collection.

Article X1X contains the provisons relating to the right of taxpayersto gppea by showing that the
action of the tax authorities has resulted or will result in double taxation contrary to the convention.

Article XX providesthat

(2) the convention shdl not restrict the right of diplomatic or consular officers to additiond
exemptions now enjoyed or which may heresfter be granted to them;

(2) the convention shal not restrict any exclusion, exemption, deduction, credit, or other
alowance accorded by the laws of ether country in determining the tax impaosed by that country or
accorded by any other agreement between the two countries;

(3) ctizens of one of the countries shdl not, while resding in the other country, be subject
therein to other or more burdensome taxes than are the citizens of such other country resident in its
territory, the term "citizens' being defined asincluding dl juridica persons, partnerships, and
associations created or organized under the lawsin force in the repective countries and the term "taxes'
being defined as meaning taxes of every kind or description, whether nationd, state, commund, or
municipd; and

(4) the provisons of Luxembourg law granting a carryover of losses to taxpayers domiciled in
Luxembourg shdl apply with repect to taxation of a permanent establishment maintained in
Luxembourg by aU.S. resident or corporation under the same conditions and in the same manner asin
the case of taxpayers domiciled in Luxembourg.

Article XXI provides that the competent authorities may prescribe regulations necessary to give
effect to the convention and may communicate with each other directly for the purpose of giving effect
to the convention. The term "competent authority™ or "competent authorities' is defined in Article 11(1)

Q).

Article XXI1 providesfor rtification and for the exchange of instruments of ratification and
prescribes the effective date of the convention; namely, taxable years beginning on or after January 1 of
the cdendar year in which the exchange takes place. It is provided that the convention shdl remainin
force for aminimum period of 5 years, but may be terminated at the end of that period or theresfter by
a 6-month written notice by one of the governments to the other government, the termination to become
effective for taxable years beginning on or after January 1 next following the expiration of the 6-month

period.

The Department of State and the Treasury Department collaborated in the negotiation of the
convention. It is understood that the Treasury Department is prepared to make such further explanations
as may be found desirable regarding the technica aspects and application of the convention.



Fathfully yours,
() Dean Rusk,
DEAN RUSK.

(Enclosure: Income tax convention with Luxembourg, sSigned December 18, 1962.)

LETTER OF TRANSMITTAL

THE WHITE HOUSE,
January 15, 1963.

To the Senate of the United States:

With aview to receiving the advice and consent of the Senate to ratification, | transmit herewith the
convention between the United States of America and the Grand Duchy of Luxembourg for the
avoidance of double taxation of income, the prevention of fisca evason, and the promotion of trade and
investment, signed at Washington on December 18, 1962.
| transmit dso, for the information of the Senate, the report of the Secretary of State with respect to the
convention.

The convention has the approva of the Department of State and the Treasury Department.
JOHN F. KENNEDY..

(Enclosures: (1) Report of the Secretary of State; (2) Income-tax convention with Luxembourg, signed
December 18, 1962.)

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA
A PROCLAMATION

WHEREAS the convention between the United States of America and the Grand Duchy of
Luxembourg with respect to taxes on income and property was sgned at Washington on December 18,
1962 by their respective Plenipotentiaries, the origind of which convention, in the English and French
languages, isword for word as follows:

CONVENTION BETWEEN THE UNITED STATES OF AMERICA
AND THE GRAND DUCHY OF LUXEMBOURG WITH RESPECT



TO TAXES ON INCOME AND PROPERTY

The President of the United States of Americaand Her Royd Highness the Grand Duchess of
Luxembourg, desiring to conclude a convention for the avoidance of double taxation of income, the
prevention of fisca evason, and the promotion of trade and investment, have gppointed for that purpose
asther respective Plenipotentiaries:

The President of the United States of America
Dean Rusk, Secretary of State of the United States of America, and

Her Royd Highness the Grand Duchess of Luxembourg:
Georges Heishourg, Ambassador Extraordinary and Plenipotentiary of the Grand Duchy of
Luxembourg a Washington,

who, having communicated to each other their full powers, found in good and due form, have agreed
upon the following Articles:

ARTICLEI
(Taxes Covered)

(1) The taxes which are the subject of the present Convention are:
(@) In the case of the United States: The Federal income tax, including surtax.
(b) In the case of Luxembourg:
(1) The income taxes on individuals and corporations, the tax on fees of
directors of corporations, and the communa tax on commercid profits, and
(if) The wedth tax and the communa taxes on invested capital and land.

(2) The present Convention shal aso gpply to substantidly smilar taxes which are subsequently
imposed in addition to, or in place of, the exigting taxes.

(3) The competent authorities of the Contracting States shdl notify each other of the adoption of
new taxes or of substantial changesin, or the abolition of, existing taxes covered by the present
Convention.

ARTICLEII
(Generd Definitions)

(2) Inthe present Convention, unless the context otherwise requires:
(@ Theterm "United States' means the United States of America, and whenused ina
geographical sense means the States thereof and the Digtrict of Columbig;



(b) The term "Luxembourg" when used in a geographica sense means the Grand Duchy
of Luxembourg;

(c) Theterm "enterprise of one of the Contracting States’ means, as the case may be,
"United States enterprise”’ or “Luxembourg enterprise’;

(d) The term "United States enterprisg’ means an industrial or commercid enterprise or
undertaking carried on by acitizen or resdent (including an individud in hisindividud or
fiduciary capacity or as amember of a partnership) of the United States or by a United States
corporation; the term "United States corporation” means a corporation or other entity created
or organized under the laws of the United States or of any State or Territory of the United
States;

(€) The term "Luxembourg enterpriss’ means an industrial or commercid enterprise or
undertaking carried on by aresident of Luxembourg (including an individud in hisindividud
capacity or asamember of apartnership) or by a Luxembourg corporation; the term
"L uxembourg corporation” means ajuridical person or an entity treated asajuridica person for
tax purpose under the laws of Luxembourg if such person or entity has its business management
or seat in Luxembourg but does not include a United States corporation;

® (1) The term "permanent establishment™ means a fixed place of busnessin which

the business of the enterprise iswholly or partly carried on;

(i) A permanent establishment shdl include especidly;

(A) aplace of management;

(B) abranch;

(C) an office;

(D) afaectory;

(E) aworkshop;

(F) amine, quarry, or other place of extraction of natural resources; and

(G) abuilding site, or congtruction or assembly project, which exists for
more than 9x months,

(iii) The term "permanent etablishment™ shal be deemed not to include;

(A) the use of facilities soldy for the purpose 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 soldly for the purpose of storage, display, or delivery;

(C) the maintenance of astock 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 soldy for the purpose
of purchasing goods or merchandise, or for collecting information, for the
enterprise;

(E) the maintenance of afixed place of business solely for the purpose
of advertisng, for the supply of information, for scientific research, or for smilar
activities which have a preparatory or auxiliary character, for the enterprise;

(iv) A person acting in one of the Contracting States on behdf of an enterprise
of the other Contracting State, other than an agent of an independent status to whom
subdivison (v) applies, shal be deemed to be a permanent establishment in the first-



mentioned State if he has, and habitually exercises in that State, an authority to conclude
contracts in the name of the enterprise, unless his activities are limited to the purchase of
goods or merchandise for the enterprise;

(V) An enterprise of one of the Contracting States shdl not be deemed to have a
permanent establishment in the other Contracting State merely because it carries on
business in that other State through a broker, general commission agent, or any other
agent of an independent status, where such persons are acting in the ordinary course of
their business,

(vi) The fact that a corporation of one of the Contracting States controls or is
controlled by

(A) acorporation of the other Contracting State, or
(B) a corporation which carries on businessin that other State (whether
through a permanent establishment or otherwise),
shdl not of itsdf condtitute either corporation a permanent establishment of the other;
(9) The term "competent authority” or "competent authorities’ means, in the case of the
United States, the Secretary of the Treasury or his delegate and, in the case of Luxembourg, the
Minister of Finance or his delegate; and
(h) The terms "resident of one of the Contracting States’ and "resident of the other
Contracting State”" mean aresident of the United States or aresident of Luxembourg, asthe
context requires. An individua shal be considered to be aresident of Luxembourg if under its
law hisincome from sources within and from sources without Luxembourg is subject to income
tax. Anindividua present in one of the Contracting States solely for one of the purposes
gpecified in Articles X111 and X1V of the present Convention shall not be considered aresident
of that State merely because of his presence there for that purpose.

(2) Inthe gpplication of the provisons of the present Convention by either of the Contracting States,
any term which is not defined in the present Convention shall, unless the context otherwise requires,
have the meaning which that term has under the laws of such State rdating to the taxes which are the
subject of the present Convention.

(3) A resident or corporation of one of the Contracting States, or an enterprise of such State, shal
be considered to have a permanent establishment in the other State for purposes of Articlesllil, VI,
VII1, and IX if such person has a permanent establishment in that State at any time during the taxable
year in which the income is received.

ARTICLE 111
(Permanent Establishments)

(1) Theindugtrid or commercia profits of an enterprise of one of the Contracting States shall be
taxable only by that State unless the enterprise carries on business in the other Contracting State through
a permanent establishment situated therein. If the enterprise carries on business as aforesaid, tax may be
imposed by the other State on the industria or commercia profits of the enterprise but only on so much



of them asis attributable to that permanent establishment. In gpplying the preceding sentence for
purposes of the United Statestax, al industria or commercia profits of the enterprise from sources
within the United States shall be deemed to be attributable to the permanent establishment.

(2) Where an enterprise of one of the Contracting States carries on business in the other
Contracting State through a permanent establishment Stuated therein, there shall in each State be
attributed to that permanent establishment the industrid or commercid profits which it might be
expected to make if it were adigtinct and separate enterprise engaged in the same or Smilar activities
under the same or Smilar conditions and dedling independently with the enterprise of whichitisa
permanent establishment.

(3) In the determination of the industrid or commercia profits of a permanent establishment, there
shall be allowed as deductions expenses which are incurred for the purposes of the permanent
edtablishment, including executive and generad adminigrative expenses so incurred, whether in the State
in which the permanent establishment is Stuated or esawhere.

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

ARTICLE IV
(Related Enterprises)

Where -

(8) an enterprise of one of the Contracting States participates directly or indirectly in the
management, control, or capita 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 one of the Contracting States and an enterprise of the other
Contracting State, and in either case conditions are made or imposed between the two
enterprisesin their commercid or financid relaions 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 may be included in the profits of that enterprise and
taxed accordingly.

ARTICLEV
(Shipsand Aircraft)

Income which an enterprise of one of the Contracting States derives from the operation of ships or
arcraft registered in that State shall be exempt from taxation by the other Contracting State.

ARTICLE VI



(Income from Redl Property)

Income from redl property, including gains derived from the sdle or exchange of such property and
interest on debts (other than bonds) secured by mortgages on real property, and royatiesin respect of
the operation of mines, quarries, or other natural resources shall be taxable, except as otherwise
provided in Article XV1, only by the Contracting State in which such property, mines, quarries, or other
natural resources are Situated; provided that aresident or corporation of one of the Contracting States
deriving any such income from sources within the other Contracting State may eect for any taxable year
to be subject to such other State's tax on such income on a net income basis.

ARTICLE VI
(Royalties)

Royadlties, rentals, and smilar payments derived as consderation for the use of, or for the privilege
of using,

(8) copyrights, artistic or scientific works, patents, designs, plans, secret processes or
formulae, trademarks, mation picture films, films or tapes for radio or television broadcasting, or
other like property or rights, or

(b) industrid, commercid, or scientific equipment, knowledge, experience, sKill, or
know-how

and recelved by aresident or corporation of one of the Contracting States not having a permanent
establishment in the other Contracting State shal be exempt from tax by such other State.

ARTICLE VIII
(Interest)

Interest on bonds, notes, debentures, securities, or on any other form of indebtedness (exclusive of
interest on debts, other than bonds, secured by mortgages on rea property) received by aresident or
corporation of one of the Contracting States not having a permanent establishment in the other
Contracting State shdl be exempt from tax by such other State.

ARTICLE IX
(Dividends)

(2) Dividends received from sources within one of the Contracting States by aresident or
corporation of the other Contracting State not having a permanent establishment in the former State shall
be subject to tax by the former State-

(a) at arate which is equal to 50 percent of the statutory rate of tax otherwise imposed
on such dividends by the former State, or,
(b) when the recipient is a corporation, at the rate of 5 percent if-



(i) during the part of the payer corporation's taxable year which precedes the
date of payment of the dividend and during the whole of its prior taxable year, at least
50 percent of the voting stock of the payer corporation was owned by the recipient
corporation either one or in association with not more than three other corporations of
the other State and at |east ten percent of the voting stock of the payer corporation was
owned by each such corporation of the other State; and

(i) not more than 25 percent of the gross income of the payer corporation
(other than a corporation the principa business of which is the making of loans) for such
prior taxable year was derived from interest and dividends other than interest and
dividends received from its subsidiary corporations.

(2) Theterm "datutory rate’, as used in this Article, means, in the case of United States tax, the rate
of tax imposed by section 871 (@) or section 881(a), Internal Revenue Code of 1954, asin effect on
January 1 of the year in which the instruments of ratification are exchanged, and, in the case of
Luxembourg tax, the rate of tax imposed by Article 4 of Decree Law of August 7, 1945, as amended
by Article 1 of the Law of November 27, 1952.

(3) Theterm "subsidiary corporation”, as used in this Article, means any corporation of which at
least 50 percent of the total voting power of al classes of stock entitled to vote, or of the total value of
all classes of stock, is owned by the payer corporation.

ARTICLE X
(Other Dividends and Interest)

(2) Dividends and interest paid by a L uxembourg corporation to a person other than a citizen,
resident, or corporation of the United States shall be exempt from tax by the United States.

(2) Dividends and interest paid by a United States corporation to a person other than
(a) aresident of Luxembourg or
(b) a corporation having its business management or seet in Luxembourg shall be
exempt from tax by Luxembourg.

ARTICLE XI
(Government Compensation, Pensons and Annuities)

(@D} (8) Wages, sdaries, and smilar compensation, and pensions, annuities, or smilar
benefits paid by Luxembourg, its political subdivisons, or its compulsory socid security fundsto
an individud (other than an individua who is a citizen of the United States or has been admitted
to the United States for permanent residence therein) for services rendered to Luxembourg or
to any of its palitica subdivisonsin the discharge of governmenta functions shdl be exempt
from tax by the United States.



(b) Wages, sdaries, and smilar compensation, and pensions, annuities, or Smilar
benefits paid by, or from public funds of, the United States or the palitical subdivisions thereof
to an individud (other than a citizen of Luxembourg) for services rendered to the United States
or to any politica subdivisonsin the discharge of governmenta functions shdl be exempt from
tax by Luxembourg.

(2) Private pensons and private life annuities which are from sources within one of the Contracting
States and are paid to individuas who are residents of the other Contracting State shal be exempt from
tax by the former State.

(3) Theterm "life annuities', as used in paragraph (2), means a stated sum payable periodicaly a
dtated times during life, or during a specified number of years, under an obligation to make the payments
in return for adequate and full consderation.

ARTICLE XII
(Compensation for Personal Services)

(1) Compensation for labor or personal services (other than fees of directors of corporations)
performed in the United States during the taxable year by aresident of Luxembourg shal be exempt
from tax by the United States if he is temporarily present in the United States for aperiod or periods not
exceeding atota of 180 days during the taxable year and the compensation-

(8) isreceived for [abor or personal services performed as an employee of aresident or
corporation of Luxembourg, or of a permanent establishment within Luxembourg of a United
States enterprise, and the burden of such compensation is borne by such resident, corporation,
or establishment; or

(b) does not exceed $3,000.

(2) The exemption of paragraph (1) shal gpply, mutatis mutandis, to tax by Luxembourg upon the
compensation for labor or persona services performed in Luxembourg during the taxable year by a
resident of the United States.

(3) Compensation for labor or persona services (other than fees of directors of corporations)
performed in the United States (whether or not put to use in Luxembourg) by aresident of the United
States shdl be exempt from tax by Luxembourg.

(4) The exemption of paragraph (3) shal gpply, mutatis mutandis, to tax by the United States
upon compensation for labor or persona services performed in Luxembourg.

ARTICLE XIII
(Teachers and Research)



(1) A resdent of one of the Contracting States who, at the invitation of a university, college, school,
or other recognized educationd indtitution Stuated in the other Contracting State, is temporarily present
in the other State soldly for the purpose of teaching, or engaging in research, or both, at that educationa
indtitution shall, for a period not exceeding two years from the dete of his arriva in the other State, be
exempt from tax by the other State on his remuneration for such teaching or research.

(2) No exemption shal be granted under this Article with respect to any remuneration for research
carried on for the benefit of any person other than the educationa ingtitution which extended the
invitation referred to in paragraph (1).

ARTICLE XIV
(Students and Business Apprentices)

(2) A resdent of one of the Contracting States who is temporarily present in the other Contracting
State 0ldly-
(8) asastudent a a universty, college, school, or other recognized educationa
indtitution Stuated in the other State, or
(b) as abusiness apprentice for a period not exceeding one year, or
(c) astherecipient of agrant, alowance, or award which isfor the primary purpose of
Sudy or research from ardigious, charitable, scientific, literary, or educationa organization,
shall be exempt from tax by the other State with respect to his remuneration from abroad for
employment or remittances from abroad for the purposes of his maintenance, education, or training.

(2) A resdent of one of the Contracting States who is temporarily present in the other Contracting
State for a period not exceeding one year, as an employee of, or under contract with, an enterprise of
the former State or an organization of the former State referred to in paragraph (1)(c), solely to acquire
technicd, professiona, or business experience from a person other than that enterprise or organization
shdl be exempt from tax by the other State with respect to his remuneration for that period (including
remuneration, if any, from an employer abroad), in an amount not in excess of $5,000 or its equivaent
in Luxembourg currency.

(3) A resdent of one of the Contracting States who is temporarily present in the other Contracting
State for a period not exceeding one year solely for the purpose of training, research, or study, under
arrangements with the Government of the other State, shal be exempt from tax by the other State with
respect to his remuneration for services directly related to such training, research, or study (including
remuneration from his employer aoroad) in an amount not in excess of $10,000 or its equivadent in
L uxembourg currency.

(4) Anindividuad who qudifies for exemption under more than one provision of the preceding
paragraphs of this Article, or under one of the preceding paragraphs and Article X1 or Article X111 shdl
be entitled to claim the exemption most favorable to him.



ARTICLE XV
(Holding Companies)

The present Convention shall not gpply to the income of any holding company entitled to any specid
tax benefit under Luxembourg Law of July 31, 1929, and Decree Law of December 27, 1937, or
under any Smilar law subsequently enacted, or to any income derived from such companies by any
shareholder thereof. In the event that substantialy smilar benefits are granted to other corporations
under any law enacted by Luxembourg after the date of sgnature of the present Convention, the
provisons of the present Convention shdl not apply to the income of any such corporation or to any
income derived from such corporation by any shareholder thereof. The expresson "substantialy smilar
benefits’ shdl be deemed not to include tax reduction or exemption granted to any corporation in
respect of dividends derived from another corporation, 25 percent or more of the stock of whichis
owned by the recipient corporation.

ARTICLE XVI
(Avoidance of Double Taxation)

(2) It isagreed that double taxation of income shal be avoided in the following manner:

(8 The United States, in determining the income tax of individuas who are citizens or
residents of the United States or of its corporations may, regardless of any other provision of
the present Convention, include in the basis upon which such tax isimposed dl items of income
taxable under the revenue laws of the United States asiif the present Convention had not come
into effect. The United States shal, however, deduct from its tax so caculated the amount of the
Luxembourg income taxes specified in paragraph (1)(b)(i) of Article . Except as otherwise
provided in the present Convention, the amount of Luxembourg tax thus to be deducted shal be
determined in accordance with the revenue laws of the United States. It is agreed that by virtue
of the provisons of subparagraph (b) of this paragraph Luxembourg satisfies the smilar credit
requirement prescribed by section 901(b) (3), Internal Revenue Code of 1954.

(b) Luxembourg, in determining the income taxes and the tax on fees of directors of
corporationsin the case of its resdents or of corporations having their business management or
Sedt in Luxembourg, may, regardless of any other provision of the present Convention, include
in the basis upon which such taxes are imposed dl items of income taxable under the tax laws of
Luxembourg asif the present Convention had not come into effect. Luxembourg shdl, however,
deduct from its taxes so calculated the amount of the income tax of the United States upon
income from sources therein, but the amount so to be deducted shal not exceed that proportion
of such taxes of Luxembourg which the income from sources within the United States and
taxable by Luxembourg bears to the entire income subject to the taxes of Luxembourg.

(c) This paragraph shall not be congtrued to deny the benefits conferred by Articles XI
(1) and XX (3) of the present Convention.



(2) Luxembourg, in determining the following taxes of its resdents or of corporations having their
business management or seet in Luxembourg, shal exclude from the basis upon which such taxes are
imposed-

(8 in the case of the commund land tax, any red property Stuated in the United States,
(b) in the case of the communa tax on commercia profits and invested capitd, the
profits and capitd of a permanent establishment situated in the United States; and
(¢) in the case of the wedlth tax,
(i) any red property stuated in the United States and all accessories
gppertaining thereto,
(ii) dl debts (other than bonds) secured by red property Situated in the United
States,
(i) theinvested capitd of a permanent establishment situated in the United
States and not gppertaining to a maritime shipping or air transport undertaking, and
(iv) theinvested capitd of amaritime shipping or air transport undertaking, but
only in that proportion which the income of such undertaking from sources within the
United States bears to its entire income,
provided, however, that Luxembourg reserves the right, in the determination of the rate of its weadlth tax,
to take into account al items excluded from the tax base pursuant to this subparagraph.

(3) Luxembourg, in determining the wedlth tax and the communa taxes on invested capitd and lands
of citizens, resdents, or corporations of the United States, shdl not tax the property of such persons
conggting of-

() redl property and all accessories appertaining thereto,
(b) debts secured by mortgages on red property, and
(c) any property used by commercid or indudtrid enterprises, including maritime
shipping or air trangport enterprises,
unlessit is entitled under other provisons of the present Convention to tax the income derived from such
property.

ARTICLE XVII
(Source Rules)

For the purpose of the present Convention-

(@ Indudtrid or commercid profits attributable to a permanent establishment which an
enterprise of one of the Contracting States has in the other Contacting State shdl be treated as
income from sources within such other State.

(b) Gains, profits, and income (other than profits described in subparagraph (a)) from
the purchase and sde of persond property shal be treated as income from sources within the
Contracting State in which the property is sold.

(c) Gains, profits, and income derived by ataxpayer from the sdein one of the
Contracting States of goods produced in the other Contracting State by such taxpayer shdl, to



the extent not otherwise alocable under other provisons of the present Convention, be trested
as derived in part from the State in which produced and in part from the State in which sold.

(d) Income which is exempt from tax by one of the Contracting States pursuant to
Article V of the present Convention shal be treated as income from sources within the other
Contracting State.

(e) Income from red property, including gains derived from the sde or exchange of such
property and interest on debts (other than bonds) secured by mortgages on red property, and
roydties in respect of the operation of mines, quarries, or other natural resources shdl be
treasted asincome from sources within the Contracting State in which such redl property, mines,
quarries, or other natural resources are Situated.

(f) Roydlties, rentads, and smilar payments for the use, or for the privilege of usng, in
one of the Contracting States of copyrights, artistic or scientific works, patents, designs, plans,
Secret processes or formulae, trademarks, motion picture films, films or tapes for radio or
television broadcasting, or other like property or rights, or industria, commercid, or scientific
equipment, knowledge, experience, skill, or know-how shall be trested asincome from sources
within that State.

(9) Interest (exclusive of interest on debts, other than bonds, secured by mortgages on
redl property) paid by one of the Contracting States, including any politica subdivision thereof,
or by aresdent, corporation, or enterprise of one of the Contracting States shall be trested as
income from sources within that State.

(h) Dividends paid by a corporation of one of the Contracting States shall be trested as
income from sources within that State.

(1) Compensation for labor or persona services, including compensation or
remuneration from the practice of the libera professons or from public entertainment but not
including fees described in subparagraph (j), shall be trested as income from sources within the
Contracting State where the labor or persona services are performed.

(j) Directors fees paid by a corporation of one of the Contracting States shdl be
treated as income from sources within that State.

ARTICLE XVIII
(Exchange of Information and Mutud Collection)

(1) The competent authorities of the Contracting States shal exchange such information, being
information available under the respective taxation laws of the Contracting States, asis necessary for
carrying out the provisions of the present Convention or for the prevention of fraud or the like in relation
to the taxes which are the subject of the present Convention. Any information so exchanged shal be
treated as secret and shall not be disclosed to any persons other than those concerned with the
assessment and collection of the taxes which are the subject of the present Convention. No information
shall be exchanged which would disclose any trade, business, indugtria, or professond secret, or any
trade process.



(2) Each of the Contracting States may collect such taxes imposed by the other Contracting State as
though such taxes were the taxes of the former State as will ensure that any exemption or reduced rate
of tax granted under the present Convention by the other State shal not be enjoyed by persons not
entitled to such benefits.

(3) In no case shdl the provisions of this Article be construed so as to impose upon ether of the
Contracting States the obligation to carry out adminigtrative measures at variance with the regulations
and practice of either Contracting State or which would be contrary to its sovereignty, security, or
public policy or to supply particulars which are not procurable under its own legidation or that of the
State making application.

ARTICLE XIX
(Referra to the Competent Authorities)

(1) Where ataxpayer shows proof that the action of the tax authorities of the Contracting States has
resulted, or will result, in double taxation contrary to the provisions of the present Convention, he shall
be entitled to present his case to the State of which heisacitizen or aresident, or, if the taxpayer isa
corporation of one of the Contracting States, to that State. Should the taxpayer's claim be deemed
worthy of consderation, the competent authority of the State to which the claim is made shall endeavor
to come to an agreement with the competent authority of the other State with a view to avoidance of the
double taxation.

(2) For the settlement of difficulties or doubts in the interpretation or gpplication of the present
Convention or in respect of its relation to Conventions of the Contracting States with third States the
competent authorities of the Contracting States shal endeavor to reach a mutua agreement as quickly
aspossible.

ARTICLE XX
(Miscellaneous Rules of Application)

(1) The provisons of the present Convention shal not be construed to redirict in any manner the
right of diplomatic or consular officersto additiona exemptions now enjoyed or which may heresfter be
granted to such officers.

(2) The provisons of the present Convention shall not be congtrued to redtrict in any manner any
exclusion, exemption, deduction, credit, or other alowance now or hereafter accorded
(&) by the laws of one of the Contracting States in the determination of the tax imposed
by that State or
(b) by any other agreement between the Contracting States.



(3) The citizens of one of the Contracting States shdl not, while residents of the other Contracting
State, be subject therein to other or more burdensome taxes than are the citizens of such other State
who are resdents of itsterritory. The term "citizens', as used in this Article, includes dl juridical persons,
partnerships, and associations created or organized under the laws in force in the respective Contracting
States. In this Article the word “taxes’ means taxes of every kind or description, whether national,

State, commund, or municipd.

(4) The provisons of the law of Luxembourg granting a carryover of losses to taxpayers domiciled
therein shdl apply with respect to the taxation of a permanent establishment, which is maintained in
Luxembourg by aresident or corporation of the United States, under the same conditions and in the
same manner asin the case of taxpayers who are domiciled in Luxembourg.

ARTICLE XXI
(Agreement of the Competent Authorities)

(2) The competent authorities of the two Contracting States may prescribe regulations necessary to
carry into effect the present Convention within the respective States.

(2) The competent authorities of the two Contracting States may communicate with each other
directly for the purpose of giving effect to the provisons of the present Convention.

ARTICLE XXII
(Entry into Force; Termination)

(1) The present Convention shdl be ratified and the instruments of ratification shal be exchanged at
Luxembourg as soon as possible. It shall have effect for taxable years beginning on or after the first day
of January of the calendar year in which such exchange takes place.

(2) The present Convention shal continue effective for a period of five years, beginning with the
cdendar year in which the exchange of the instruments of ratification takes place and indefinitely after
that period, but may be terminated by ether of the Contracting States at the end of the five-year period
or a any time theregfter, provided that a least Sx months prior notice of termination has been given;
and, in such event, the present Convention shall cease to be effective for taxable years beginning on or
after thefirgt day of January next following the expiration of the six-month period.

DONE in duplicate, in the English and French languages, at Washington, the two texts having equa
authenticity, this 18th day of December, 1962.

For the President of the United States of America
Dean Rusk



For Her Roya Highness the Grand Duchess of Luxembourg
G. Heisbourg

WHEREAS the Senate of the United States of America, by their resolution of July 29, 1964, two-
thirds of the Senators present concurring therein, did advise and consent to the ratification of the
aforesaid convention;

WHEREAS the aforesaid convention was duly ratified by the Presdent of the United States of
Americaon August 5, 1964, in pursuance of the aforesaid advice and consent of the Senate, and was
duly ratified on the part of the Grand Duchy of Luxembourg;

WHEREAS It is provided in Article XXII of the aforesaid convention that instruments of retification
shdl be exchanged at Luxembourg and that the said convention shall have effect for taxable years
beginning on or after the first day of January of the caendar year in which such exchange takes place;

AND WHEREAS the respective instruments of ratification of the aforesaid convention were duly
exchanged at Luxembourg on December 22, 1964 by the respective Plenipotentiaries of the United
States of Americaand the Grand Duchy of Luxembourg;

NOW, THEREFORE, be it known that |, Lyndon B. Johnson, President of the United States of
America, do hereby proclaim and make public the aforesaid convention of December 18, 1962 to the
end that the said convention and each and every article and clause thereof may be observed and fulfilled
with good faith by the United States of America and by the citizens of the United States of Americaand
al other persons subject to the jurisdiction thereof.

IN TESTIMONY WHEREOF, | have hereunto set my hand and caused the Sedl of the United
States of Americato be affixed.

DONE at the city of Washington this thirtieth day of December in the year of our Lord one
thousand nine hundred sixty-four and of the Independence of the United States of Americathe one
hundred eighty-ninth.

By the President:
LYNDON B. JOHNSON

DEAN RUSK
Secretary of State



