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CONVENTION BETWEEN JAPAN AND

THE UNITED STATES OF AMERICA FOR

THE AVOIDANCE OF DOUBLE TAX-

ATION AND THE PREVENTION OF

FISCAL EVASION WITH RESPECT TO
TAXES ON INCOME

Signed at Tokyo, April 16, 1954

Ratified, March 25, 1955

Ratifications exchanged at Tokyo, April 1, 1955
Entered into force, April 1, 1955

Promulgated, April 1, 1955

The Government of Japan and the Government of the
United States of America, desiring to conclude a Convention
for the avoidance of double taxation and the prevention of
fiscal evasion with respect to taxes on income, have appoint-
ed for that purpose as their respective Plenipotentiaries:

The Government of Japan:

Mr. Sadao Iguchi, Ambassador Extraordinary and
Plenipotentiary of Japan to the United States of

America; and
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The Government of the United States of America:
Mr. Walter Bedell Smith, Acting Secretary of
State of the United Stztes of America;
who, having communicated to one another their respective
full powers, found in good and due form, have agreed upon

the following Articles:

ARTICLE I

(1) The taxes referred to in the present Convention
are:
(a) Inthe case of th United States of America:
The Federal income taxes, including sur-
taxes.
(b) In the case of Japan:
The income tax and the corporation tax.
(2) The present Convention shall also apply to any
other tax on income or profits which has a character sub-
stantially similar to those referred to in vwwmmnm@r (1) of
this Article and which may be imposed by either contract-
ing State after the date of signature of the present Con-

vention.

ARTICLE II
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(1) As used in the present Convention:

(a) The term “United States” means the United
States of America, and when used in a geogra-
phical sense means the States, the Territories of
Alaska and Hawaii, and the District of Columbia.
(b) The term “Japan”, when used in a geogra-
phical sense, means all the territory in which the
laws relating to the taxes referred to in paragraph
(1) (b) of Article I are enforced.

(c) Theterm ,:vanamzobn establishment” means
an office, factory, workshop, branch, warehouse
or other fixed place of business, but does not in-
clude the casual and temporary use of merely
storage facilities. It also includes an agency if
the agent has and habitually exercises a general
authority to negotiate and conclude contracts on
behalf of an enterprise or has a stock of merchan-
dise from which he regularly fills orders on its
behalf. An enterprise of one of the contracting
States shall not be deemed to have a permanent
establishment in the other contracting State
merely because it carried on business dealings in

such other State through a bona fide commission
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agent, broker, custodian or other independent
agent acting in the ordinary course of his busi
ness as such. The fact that an enterprise of 9.6
of the contracting States maintains in ﬂvo, other
contracting State a fixed place of business exclu-
sively for the purchase for such enterprise of
goods or merchandise shall not of itself oonma:&m
such fixed place of business a permanent estab-
lishment of such enterprise. The fact that a
no%oww:oa,. of one of the contracting States has
a subsidiary corporation érmo& is a corporation
of the other contracting State or which is engaged
in trade or business in the other nobﬂnmoa,u.m
State shall not of itself constitute that subsidiary
corporation a permanent establishment of its
parent corporation. . .
(d) The term “enterprise of one of the contract-
ing States” means, as the case may be, Japanese
enterprise or United States enterprise.

(e) The term “United wnmﬂmm enterprise’ means
an industrial or commercial enterprise or under-
taking carried on in the United States by a resident
(including an individual, a fiduciary and partner-
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ship) of the United States or by a United States
corporation or other entity; and the term “United
States corporation or other entity” means a corpo-
ration or other entity created or organized under
the law of the United States or of any State
or Territory of the United States.

(f) The term “Japanese enterprise” means an
industrial or commercial enterprise or undertaking
carried on in Japan by an individual resident in
Japan or by a Japanese corporation or other
entity; and the term “Japanese corporation or
other entity” means a corporation or other associ-
ation' having juridical personality, or a partner-
ship or other association without juridical person-
ality, created or organized under the laws- of
Japan.

(g) The term “tax” means those taxes referred
to in paragraph (1) (a) or AE of Article I, as
the context requires.

(h) The term “competent authorities” means,
in the case of Japan, the Minister of Finance or
his authorized representative; and, in the case of
the United States, the Commissioner of Internal

BEOBRYONQOLE I
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Revenue as authorized by the Secretary of the
Treasury.

(i) The term “industrial or commercial profits”
includes manufacturing, mercantile, agricultural,
fishing, mining, financial and insurance profits,
but does not include income in the form of divi-
dends, interest, rents or royalties, or remuneration
for personal services.

(2) In the application of the provisions of the present
Convention by either contracting State any term not other-
wise defined shall, unless the context otherwise requires,
have the meaning which such term has under the laws of
such State relating to the tax.

ARTICLE III

(1) An enterprise of one of the contracting States
shall not be subject to the tax of the other contracting
State in respect of its industrial or commercial profits un-
less it has a permanent establishment situated in such
other State. If it has such permanent establishment such
other State may impose its tax upon the entire income of
such enterprise from sources within such other State.

(2) In determining the tax of one of the contracting

(> 11D
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States no account shall be taken of the mere purchase of
merchandise therein by an enterprise of the other contract-
ing State.

(3) Where an enterprise of one of the contracting
States has a permanent establishment situated in the other
contracting State, there shall be attributed to such perma-
nent establishment the industrial or commercial profits
which it might be expected to derive if it were an indepen-
dent enterprise engaged in the same or similar activities
under the same or similar conditions and dealing on an
independent basis with the enterprise of which it is a per-
manent establishment.

(4) In determining the industrial or commercial pro-
fits of a permanent establishment there shall be allowed as
deductions all expenses wherever incurred, reasonably allo-
cable to such permanent establishment, including executive
and general administrative expenses so allocable.

(5) The competent authorities of both contracting
States may, consistent with other provisions of the present
Convention, arrange details for the apportionment of indus-

trial or commercial profits.

ARTICLE IV

IR
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Where an enterprise of one of the contracting States,
by reason of its participation in the management or the
financial structure of an enterprise of the other contracting
State, makes with or imposes on the latter enterprise, in
their commercial or financial relations, conditions different
from those which would be made with an independent enter-
prise, any profits which would normally have been allocable
to one of the enterprises, but by reason of such conditions
have not been so allocated, may be included in the profits
of such enterprise and taxed accordingly.

ARTICLE V

(1) Notwithstanding the provisions of Article III and
Article IV of the present Convention, income which an
enterprise of one of the contracting States derives from
the operation of ships or aircraft registered .

(a) in such State, or

(b) in a third country which exempts (A) such
enterprise and (B) an enterprise of the other
contracting State, from its emx.ob earnings
derived from the operation of ships or aircraft,
as the case may be, registered in the respective
States

& + 1)
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shall be exempt from the tax of such other contracting
State.

(2) The present Convention shall not be construed to
affect the arrangement between the Government of Japan
and the Government of the United States providing for
relief from double taxation on shipping profits effected by
the exchange of notes as Washington dated March 31, 1926
and June 8, 1926.

ARTICLE VI

The rate of tax imposed by one of the contracting
States on interest on bonds, securities, notes, debentures or
any other form of indebtedness (including mortgages or
bonds secured by real property) received from sources with-
in such State by a resident or corporation or other entity
of the other contracting State not having a permanent
establishment in the former State shall not exceed 15 per-

cent.

ARTICLE VII

The rate of tax imposed by one of the contracting

* States on royalties and other amounts received as con-

miH
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sideration for the right to use copyrights, artistic and
scientific works, patents, designs, secret processes and for-
mulae, trade-marks and other like property (including in
such royalties and other amounts, rentals and like pay-
ments in respect of motion picture films or for the use of
industrial, commercial, or scientific equipment) from sources
within such State by a resident or corporation or other
entity of the other contracting State not having a permanent
establishment in the former State shall not exceed 15 'per-

cent.

ARTICLE VIII

A resident or corporation or other entity of one of the
contracting States deriving
(a) income from real property (including gains
derived from the sale or exchange of such
property, but not including interest from mort-
gages or bonds secured by real property), or
(b) royalties in respect of the operation of mines,
quarries or other natural resources
situated within the other coniracting State may elect, for
any taxable year, ,ﬁo be subject to the tax of such other
State on a net basis as if such resident or corporation or

C XN
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other entity had a permanent establishment in such other

State during such taxable year.

ARTICLE IX

An individual resident of one of the contracting States
shall be exempt from the tax of the other contracting State
upon compensation for labor or parsonal services (including
the practice of liberal professions) performed in such other
State in any taxable year if such resident is temporarily
present in such other State:

(a) for a period or periods not exceeding a total of 180
days during such taxable year and his compensation is
received for such labor or personal services performed as
an officer or employee of a resident or corporation or other
entity of the former State, or

(b) for a period or periods not exceeding a total of 90
days during such taxable year and his compensation receiv-
ed for such labor or personal services does not exceed 3,000
United States dollars, or the equivalent sum in yen as
computed at the official basic rate of exchange in effect at

the time such compensation is paid.

ARTICLE X

nia
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(1) (a) Salaries, wages and similar compensation
paid by the United States to an individual who is a citizen
of the United States (other than an individual who has
been admitted to Japan for permanent residence therein)
shall be exempt from tax by Japan.

(b) Salaries, wages and similar compensation paid by
Japan to an individual who is a national of Japan (other
than an individual who has been admitted to the United
States for permanent residence therein) shall be exempt
from tax by the United States.

(2) The provisions of this Article shall not apply to
salaries, wages or similar compensation paid in respect of
services rendered in connection with any trade or business
carried on by either of the contracting States for purposes

of profit.

ARTICLE XI

A resident of one of the mognmomum States, who, in ac-
cordance with agreements between the Government of the
contracting States or between educational mmﬁmv:wvamwmm
in the contracting States for the exchange of professors
and teachers, or at the invitation of the Government of the

other contracting State or of an educational establishment

C R
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in such other State, temporarily visits such other State for
the purpose of teaching for a period not exceeding two
years at a university, college, school or other educational
institution in such other State, shall be exempt from the
tax of such other State on his remuneration for such teach-

ing for such period.

ARTICLE XII

(1) A resident of one of the contracting States who
is temporarily present in the other contracting State solely
as a student at a recognized university, college or school
in such other State, shall be exempt from the tax of such
other State with respect to remittances from abroad (in-
cluding payments, if any, by his employer abroad).

(2) A resident of one of the contracting States who
is a recipient of a grant, allowance or award from a reli-
gious, charitable, scientific, literary or educational organi-
zation of such State and who is temporarily present in the
other contracting State, shall be exempt from the tax of
such other State on such grant, allowance or award remitted
from abroad (other than compensation for personal services).

(3) A resident of one of the contracting States who

is an employee of, or under contract with, an enterprise of

IR
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such State or an organization referred to in paragraph (2)
of this Article, and who is temporarily present in the other
contracting State for a period not exceeding one year sole-
ly to acquire Snviomr professional or business experience
from a person other than such enterprise or organization,
shall be exempt from the tax of such other State on com-
pensation from abroad paid by such enterprise or organi-
zation for his services rendered during such period, if the
amount of compensation paid by such enterprise or organi-
zation for his services during such period, when computed
on the annual basis, does not exceed 6,000 United States
dollars, or the equivalent sum in yen as computed at the
official basic rate of exchange in effect at the time such

compensation is paid.

ARTICLE XIII

For the purpose of the present Convention:

(a) Dividends paid by a corporation of one of the
contracting States shall be treated as income from sources’
within such State.

(b) Interest paid by one of the contracting States in-
cluding local Government thereof or by an enterprise of

one of the contracting States not having a permanent

(&~ 1D
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establishment in the other contracting State shall be treated
as income from sources within the former State.

(c) Gains, profits and income derived from the pur-
chase and sale of personal property shall be treated as
derived from the country in which such property is sold.

(d) Gains, profits and income derived from the sale
by a taxpayer in one of the contracting States of goods
manufactured in the other contracting State in whole or in
part by such taxpayer shall be treated as derived in part
from the country in which manufactured and in part from
the country in which sold, and to the extent such gains,
profits and income are not allocable under other provisions
of the present Convention they shall be allocated between
both contracting States in accordance with such taxpayer’s
relative sales and property in the respective countries.

(e) Income from real property (including gains derived
from the sale or exchange of such property, but not includ-
ing interest from mortgages or bonds secured by real pro-
perty) and royalties in respect of the operation of mines,
quarries, or other natural resources shall be treated as in-
come derived from the country in which such real property,
mines, quarries or other natural resources are situated.

(f) Compensation for labor or personal services (in-

i





