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(Malaysian Note)

Kuala Lumpur, December 20, 1996

Excellency,

I have the honour to refer to the Agreement between
the Government of Malaysia and the Government of Japan for
the Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with respect to Taxes on Income signed at
Kuala Lumpur on the 30th day of January 1970 (hereinafter
referred to as "the Agreement") and to the Exchange of
Notes of the same date and the Exchange of Notes of the
30th day of March 1989 between the two Governments
concerning paragraph 5 of Article XVIII of the Agreement
(hereinafter referred to as "the Exchange of Notes of
1970" and "the Exchange of Notes of 1989" respectively)
and to confirm on behalf of the Government of Malaysia
the following understanding reached between the Government
of Malaysia and the Government of Japan:

1. The measures set forth in the following sections
of the Promotion of Investments Act 1986 (Act 327) of
Malaysia, effective on 20th December, 1996, which are
equivalent to those provided for in paragraph 1 of the
Exchange of Notes of 1989, are "the special incentive
measures designed to promote economic development in
Malaysia" referred to in paragraph 5 of Article XVIII
of the Agreement:

(i) Sections 22 and 23 -- relating to exemption from
income tax of the income of a pioneer company
and the dividends attributable to that exempt
income;

(ii) Sections 29, 29A, 29B, 29C, 29D, 29E, 29F, 29G
and 29H -- relating to exemption from income
tax of income equivalent to the investment tax
allowance of a company and dividends attributable
to such exempt income;

Section 45 (only to the extent that the
provisions of the Investment Incentives Act 1968
(Act 13) referred to therein are relevant to
exemption from income tax under Section 21,
Section 22, and Section 26 referred to in the
Exchange of Notes of 1970) -- relating to the
transitional measures concerning exemption from

(iii)
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income tax granted in accordance with the
provisions of the Investment Incentives Act.

2. The provisions of paragraph 1 above shall be
applicable in respect of income tax of the years of
assessment 1997 and 1998.

I have further the honour to propose that the present
Note and Your Excellency’s Note in reply confirming on
behalf of the Government of Japan the foregoing understanding
shall be regarded as constituting an agreement between the
two Governments under paragraph 5 of Article XVIII of the
Agreement which will enter into force on the date of Your
Excellency’s reply.

I avail myself of this opportunity to renew to Your
Excellency the assurances of my highest consideration.

(Signed) Anwar Ibrahim
Minister of Finance
of Malaysia

His Excellency

Mr. Issei Nomura

Ambassador Extraordinary
and Plenipotentiary of Japan
to Malaysia
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(Japanese Note)

Kuala Lumpur, December 20, 1996

Excellency,

I have the honour to acknowledge the receipt of Your
Excellency’'s Note of today’s date which reads as follows:

"(Malaysian Note)"

I have further the honour to confirm on behalf of
the Government of Japan the foregoing understanding and
to agree that Your Excellency’s Note and this Note shall
be regarded as constituting an agreement between the two
Governments, which will enter into force on the date of
this reply.

I avail myself of this opportunity to renew to Your
Excellency the assurances of my highest consideration.

(Signed) Issei Nomura
Ambassador Extraordinary
and Plenipotentiary of Japan
to Malaysia

Yang Amat Berhormat
Dato’ Seri Anwar Ibrahim
Minister of Finance

of Malaysia
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