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cluding the practice of liberal professions) shall be treated
as income from sources within the country where are
rendered the services for which such compensation is paid.

(g)

one of the contracting States, patents, copyrights, designs,

Royalties for using, or for the right to use, in

trade-marks and like property shall be treated as income

from sources within such State.

ARTICLE XIV

It is agreed that double taxation shall be avoided in
the following manner:
(a)

citizens, residents or corporations or other entities may, re-

The United States, in determining the tax of its

gardless of any other provision of the present Convention,
include in the basis upon which such tax is imposed all
items of income taxable under the revenue laws of the
United States as if the present Convention had not come
into effect. The United States shall, however, subject to
the provisions of section 131 of the Internal Revenue Code
as in effect on the first day of January 1954, deduct from
its tax the amount of the tax of Japan. In determining the
credit under the said section 131 of the Internal Revenue
Code, any interest received from an enterprise of the United

(C XY
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States with a permanent establishment in Japan mwm:_ be
treated as income from sources within Japan to the extent
so treated under the laws of Japan, if the debt with respect
to which such interest is paid is made in connection with

the business of such permanent establishment of such

{ enterprise.

(b) Japan, in determining the tax of its residents or
corporations or other entities may, regardless of any other
provision of the present Convention, msw_cmm in the basis
upon which such tax is imposed all items of income taxable
under the tax laws of Japan as if the present Convention
had not come into effect. Japan shall, however, deduct
from its tax so calculated the amount of the tax of the
United States upon income from sources within the United
States and included for the taxes of both contracting States,
but in an amount not exceeding that proportion of the tax
of Japan which such income bears to the entire income
subject to the tax of Japan.

(c) In determining the taxes of the contracting States
of a recipient, who is a citizen, resident or corporation or
other entity of the United States, of a &immnm from a

Japanese corporation, in so far as the tax of Japan imposed

f on income or profits of a corporation out of which a dividend

et
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is paid is deemed under the tax laws of Japan to have been

imposed on a recipient of such divident:
(i) the United States shall deem that such recipient
has paid with respect to such dividend the tax of
Japan in an amount equal to 25 percent of the
amount of such dividend, and deduct, under the
provisions of paragraph (a) of this Article, from its
tax the amount of the tax of Japan so deemed to
have been paid provided the recipient includes in
gross income the amount of tax thus deemed to
have been paid, and
(ii) Japan shall impose with respect to such divi-
dend received by such recipient (except as such
recipient is a resident of or has a permanent estab-
lishment in Japan) no tax other than the tax im-
posed on income or profits of the corporation out
of which such dividend is paid.

ARTICLE XV

(1) Organization organized under the laws of Japan
and operated exclusively for religious, charitable, scientific,
literary or educational purposes shall, to the extent and

; subject to conditions provided in the United States Internal
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Revenue Code, be exempt from the tax of the United States.

(2)

United States and operated exclusively for religious, chari-

Organizations organized under the laws of the

table, scientific, literary or educational purposes shall, to
the extent and subject to conditions provided in the tax

laws of Japan, be exempt from the tax of Japan.
ARTICLE XVI

(1)

tax of the United States, in the case of a resident of Japan

There shall be allowed, for the purposes of the
who is a nonresident of the United States (other than an
officer or employee of the Government of Japan), in addition
to the exemption provided in section 214 of the United
States Internal Revenue Code as in effect on the first day
of January 1954, a credit against net income, subject to the
conditions prescribed in section 25 of the Internal Revenue
Code as in effect on the said date, for the spouse of the
taxpayer and for each child of the taxpayer who are pre-
sent in the United States and residing with him in the United
States at any time during the taxable year, but such addi-
tional credit shall not exceed that proportion thereof which
the taxpayer’s gross income from sources within the United

States for the taxpayer’s taxable year bears to his entire

A
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income from all sources for the fiscal or calendar year in
which ends such taxable year.

(2) For the purposes of the tax of Japan, there shall
be allowed in the case of a citizen of the United States
who is a resident of Japan the same exemptions for a
dependent or dependents as those granted to a national of
Japan who is a resident of Japan.

ARTICLE XVII

(1) The competent authorities of both contracting
States shall exchange such information available under the
respective tax laws of both contracting States as is neces-
sary for carrying out the provisions of the present Con-
vention or for the prevention of fraud or for the adminis-
tration of statutory provisions against tax avoidance in
relation to the tax. Any information so exchanged shall be
treated as secret and shall not be disclosed to any person
other than those, including a court, concerned with the
assessment and collection of the tax or the determination
of appeals in relation thereto. No information shall be ex-
changed which would disclose any trade, business, industrial

or professional secret or any trade process.

(g« 11D
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(2) Each of the contracting States may collect the
tax imposed by the other contracting State (as though such
tax were the tax of the former State) as will ensure that
the exemptions, reduced rates of tax or any other benefit
granted under the present Convention by such other State
shall not be enjoyed by persons not entitled to such benefits.

ARTICLE XVIII

Where a taxpayer shows proof that the action of the
tax authorities of either contracting States has resulted, or
will result, in double taxation contrary to the provisions of
the present Convention, he shall be entitled to present the
facts to the competent authorities of the contracting States
of which he is a national or a resident, or, if the taxpayer
is a corporation or other entity, to those of the contracting
State under the laws of which it is created or organized.
Should the taxpayer’s claim be deemed worthy of consider-
ation, the competent authorities of such State to which the
facts are so presented shall undertake to come to an agree-
ment with the competent authorities of the other contracting
State with a view to equitable avoidance of the double tax-

ation in question.
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B2 ARTICLE XIX

D OUOWECHRINS L AMeDU R LT LR (1) The provisions of the present Convention shall
O B N R OV BRE DO 530 &HT O not be construed to deny or affect in any manner the right
BEPE I ad O E QHI O B 42 LM EHE 0 of diplomatic and consular officers to other or additional
RN M2 YRRy 490 i~ | exemptions now enjoyed or which may hereafter be granted

[l SRINES i to such officers.
T LUOWEORENY | ROEREHMAHEBNKIA (2) The provisions of the present Convention shall

QMBS MEAQHMEe N~ O WIRHREL O LY 53¢ | not be construed to restrict in any manner any exemption,
AR BEEKRER O e RE” BE ME&VQE QR | deduction, credit or other allowance now or hereafter ac-
RS AR L L VARE G2 IO K corded by the laws of one of the contracting States in deter-
0L 5° mining the tax of such State.

T NOWEOHRI O HEENRY KRS (3) Should any difficulty or doubt arise as to the inter-
EEHVEC 2R A 0RNFNCEQWE MiI4~ | pretation or application of the present Convention, or its
3Q 1) QoL O ERIK M IR O W RIS Y S iR A A O LR relationship to Conventions between one of the contracting
U ERRECHE QEONTIER" i O States and any other State, the competent authorities of
W EINEK A U R P He° 20 U-9” QB | the contracting States may settle the question by mutual
2" VOWENROIWVH oSG VEERHREQ agreement ; it being understood, however, that this provision
R A O WVERHKA0 ) I NRDe-20 VB O 48 shall not be construed to preclude the contracting States
Qg LY from settling by negotiation any dispute arising under the

present Convention. .

I EBEEEHOHEQHIMELZ" DOWREORKG (4) The competent authorities of both contracting

BEMDOKEQ LM QLI NHT0e 1 v A W States may prescribe regulations necessary to interpret and
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carry out the provisions of the present Convention and may
communicate with each other directly for the purpose of
giving effect to the provisions of the present Convention.

ARTICLE XX

(1) The present Convention shall be ratified and the
instruments of ratification shail be exchanged at Tokyo as
soon as possible.

(2) The present Convention shall enter into force on
the date of exchange of instruments of ratification and
shall be applicable to income or profits derived during the
taxable years beginning on or after the first day of January
of the calendar year in which such exchange takes place.

(3) Either of the contracting States may terminate
the present Convention at any time after a period of five
years shall have expired from the date on which the present
Convention enters into force, by giving to the other con-
tracting State notice of termination, provided that such
notice is given on or before the 30th day of June and, in
such event, the present Convention shall cease to be effec-
tive for the taxable years beginning on or after the first
day of January of the calendar year next following that in

which such notice is given.
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ARAIN wﬂ% AW ER é@épﬁﬁ\ VRN 7 IN WITNESS WHEREOF, the undersigned Plenipotenti-
Blusf D $° * aries have signed the present Convention.

|
Rl R G R m - m NP A , DONE at Washington, in duplicate, in the Japanese and

MENAD
i #Amc%éﬁﬁﬁm&mu%ﬁﬁmﬂlg.m.iﬁ ;ﬁ%ﬁmmb , English languages, each text having equal authenticity, this
sixteenth day of April, 1954.

$2° |
MK LEN | For Japan:
#oamK (B , (Signed) S. Iguchi
N A REEEQ LN For the United States of America:
DRI — e iR e XX (Bl (Signed) Walter Bedell Smith
HE & R EXCHANGE OF NOTES
S REEm | KImadN -3y Dated at Washington, April 16, 1954
m R EEEHEKELON =R
QK EHE S 2 B o 48\ iR
(=D April 16, 1954.
HEEE -0 O WY 5 4 D4 K Km” R Sir:
N4 HEN R [ HEEQ HE Y EECRY In proceeding today to the signature of the Convention
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CX
between Japan and the United States of America for the
Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income, I have the honor
to enclose herewith, for the purpose of future reference, a
memorandum confirming an understanding in regard to the

interpretation of certain provisions of that Convention. I

.shall appreciate receiving from you an acknowledgment and

confirmation of this statement of the understanding.
Accept, Sir, the assurances of my highest consideration.

(Signed) S. Iguchi
Enclosure :
Memorandum.

The Honorable
Walter Bedell Smith,
Acting Secretary of State,
Washington, D. C.

MEMORANDUM

It is understood that in the application of Article XIV
and Articles XI and XII of the Convention between Japan
and the United States of America for the Avoidance of Dou-

N % = R QU BEVRAEBEYRA I EHEEOHHRHEBECRHONQ0KE WL
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ble Taxation and the Prevention of Fiscal Evasion with re-
spect to Taxes on Income. ,

(1) the provisions of Article XIV shall not be con-
strued to deny the exemptions from the Japanese
tax or the United States tax, as the case may be,
granted by Article X (1), Article XI and Article XII;

(2) neither of the contracting States shall be pre-
cluded from taxing its own nationals or citizens with
respect to income coming within Article XI or Article
XII.

April 16, 1954
Excellency :

I have the honor to acknowledge the receipt of your
note dated today and to confirm the understanding, as set
forth in the memorandum enclosed with that note, in regard
to an interpretation of certain provisions mm the Convention
between the United States of America and Japan for the

Avoidance of Double Taxation and the Prevention of Fiscal

Gk« 1D
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Evasion with respect to Taxes on Income, signed today.
Accept, Excellency, the assurances of my highest con-
sideration.

(Signed) Walter Bedell Smith
Acting Secretary of State

His MMom:onnw

Sadao Iguchi,
Ambassador of Japan. .
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PROTOCOL SUPPLEMENTING THE

CONVENTION BETWEEN JAPAN AND

THE UNITED STATES OF AMERICA

FOR THE AVOIDANCE OF DOUBLE

TAXATION AND THE PREVENTION

OF FISCAL EVASION WITH RESPECT
TO TAXES ON INCOME

Signed at Tokyo, March 23, 1957

Approved by the diet, May 17, 1957

Approval decided by the cabinet, August 20, 1957

Notifications. of approval and ratification exchangea
at Tokyo, September 9, 1957

Promulgated, September 9, 1957

Entered into force, September 9, 1957

The Government of Japan and the Government of the
United States of America,

Desiring to conclude a Protocol supplementing the Con-
vention for the avoidance of double taxation and the pre
vention of fiscal evasion with respect to taxes on income
signed at Washington, on April 16, 1954,

Have accordingly appointed their respective representa-

&+
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tives for this purpose, who have agreed as follows:

(1)

(2)

(1)

(2)

I

The Export-Import Bank of Japan shall be exempt
from tax by the United States with respect to interest
on loans or investments received by such Bank from
sources within the United States.

The Export-Import Bank of Washington shall be ex-
empt from tax by Japan with respect to interest on
loans or investments received by such Bank from

sources within Japan.

IL

The present Protocol shall enter into force on the date
of an exchange between the two Governments of writ-
ten notifications of ratification or approval thereof, and
shall be effective with respect to interest received on
and after the first day of January of the calendar.year
in which it enters into force.

The present Protocol shall continue in force as long
as the aforesaid Convention of April 16, 1954 remains
effective, unless it is terminated earlier by a six months’

written notice of termination given by either Govern-

IFLRIRNT
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FRIOEFPENm o RRYT oS | DONE in duplicate, in the Japanese and English lan-
RN S oKD PEER O N° guages, at Tokyo this twenty-third day of March, 1957.

mREREQ LN  FOR THE GOVERNMENT FOR THE GOVERNMENT OF

s | OF JAPAN: THE UNITED STATES OF
N REKEREC MDY W AMERICA :

MAMNK o P AARN—b— o YRN®= % Douglas MacArthur 2 4
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