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MR ERER OV H IR EQ BEIRY KB A sl the Government or any local government of Japan to an
L WO IR OB CHERY mEEOE | individual who is a national of Japan and who is subject
K& 20 VORI ROV TEOEE | to Japanese tax on such payment in respect of services

WEUKCE<SUMNR L R02 QX QR O | rendered in the discharge of governmental functions, or

SV QELS UMl Qe RlE -4 O LW 87 s | any pension paid to such individual in respect of such

QE<CARHO LB N <HAe ) NNz | services, shall be exempt from Federation tax, unless

LW L L RO R NEE e such individual has been admitted to the Federation for

permanent residence therein.

N HECERONMENOYHMHENR LBRY O LV 2. Any salary, wage, similar remuneration or pension
EREHE HROEHEXZEROERESE< | paid by the Government or any State government or local
MANFI e W DR OB eHEN e | authority of the Federation to an individual in respect
N O L WOELLWO SR OV E of services rendered in the discharge of governmental
FOEBNVEUR RO ¥ WOEAmKEQ | functions, shall, if he is subject to [Federation tax on
B & 207 &0 09 mKE N < FAe 1) such payment, be exempt from Japanese tax, unless such
NAREEUL UM S Lo mEE QB wEg | individual is a national of Japan or has been admitted to
4G © Japan for permanent residence therein.

® JOKORMEY RmyvipemEpwTintiiky | 3. The provisions of this Article shall not apply to
TR A BR O B0, 2 KR Y O S VI a2 Q payments in respect of services rendered in connection
MO LW MR L0 with any trade or business carried on for purposes of

profit.
|+ ARTICLE X
— EROHHENW ReELY mEERLY L4224 | 1. An individual who is a resident of the Federation
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shall be exempt from Japanese tax on remuneration in

respect of personal services performed within Japan in

any calendar year, if—

2.

Ca)

(b)

(ed

he is present within Japan for a period or
periods not exceeding in the aggregate 183 days
during that year,

the services are performed for or on behalf of
an employer in the Federation, and

the remuneration is subject to Federation tax.

An individual who is a resident of Japan shall be

exempt from Federation tax on remuneration in respect

of personal services performed within the Federation in

any calendar year, if—

3.

(a)

(b)

(c)

he is present within the Federation for a period
or periods not exceeding in the aggregate 183
days during that year,

the services are performed for on behalf of an

employer in Japan, and

the remuneration is subject to Japanese tax.

The provisions of this Article shall not apply to the

remuneration derived from one of the Contracting States

of public entertainers such as stage, motion picture,
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radio, or television artistes, musicians, and athletes,
whose visit to that Contracting State is not supported
from the public funds of the Government of the other

Contracting State.
ARTICLE XI

An individual who is a resident of one of the Con-
tracting States at the beginning of a visit to the other
Contracting State and who has made such visit at the
invitation of a university, oo:mmm, school or other re-
cognised educational institution in the other Contracting
State, solely for the purpose of teaching or engaging in
research at such educational institution for a period not
exceeding two years shall be exempt from tax of that
other Contracting State on his remuneration for such

teaching or research.
ARTICLE XII

1. An individual who is a resident of one of the Con-
tracting States at the beginning of a visit to the other
Contracting State and is temporarily present in that other
Contracting State solely—

(a) as astudent at a recognised university, college,

EOl
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HOH

or school or other educational organisation in
that other Contracting State, or

as a recipient of a grant, allowance or award,
for the primary purpose of study or research
from a governmental, religious, charitable,
scientific, literary, or educational organisation,
or

as a business apprentice,

shall be exempt from tax of that other Contracting State

in respect of—

(i)

(i)
(iii)

(iv)

remittances from abroad for the purposes of
his maintenance, education, study, research,
or training,

such grant, allowance, or award,
remuneration for personal services in that other
Contracting State paid by his employer in the
former Contracting State, and

remuneration or profits for personal services
in that other Contracting State other than the
remuneration referred to in sub-paragraph (iii)
not exceeding the sum of 3,000 Malayan Dollars

or 360,000 Yen, as the case may be, during
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any calendar year.

2. An individual who is a resident of one of the Con-
tracting States at the beginning of a visit to the other
Contracting State and is temporarily present in that other
Contracting State for a period not exceeding twelve
months as an employee of, or under contract with, an
enterprise of the former Contracting State, or an organi-
sation referred to in sub-paragraph (b ) of paragraph 1 of
this Article, solely to acquire technical, professional or
business experience shall be exempt from tax of that other
Contracting State on the remuneration for such period
for his services directly related to the acquisition of such
experience, if the total amount of such remuneration
received from abroad by such individual and paid in that
other Contracting State does not exceed the sum of 12,000
Malayan Dollars or 1,400,000 Yen, as the case may be,
during any calendar year.

3. An individual who is a resident of one of the Con-
tracting States at the beginning of a visit to the other
Contracting State and is temporarily present in that other
Contracting State under arrangements with the Govern-
ment of that other Contracting State, solely for the

purpose of study, research or training, shall be exempt

EOH
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from tax of that other Contracting State on remuneration
for services directly related to such study, research or
training.

4. Notwithstanding the provisions of paragraphs 1, 2 and
3 of this Article, as respects a period throughout which
an individual qualifies for exemption under two or all of
those paragraphs, he shall only be entitled to exemption
under such one of the paragraphs under which he so

qualifies as he may select.
ARTICLE XIII

For the purposes of the present Convention:

(1) Dividends paid by a corporation of one in the
Contracting States shall be treated as derived
from sources within that Contracting State.

(2) Interest paid by one of the Contracting States,

including local governments thereof, or by an

enterpise of one of the Contracting States,
shall be treated as derived from sources within
that Contracting State, except that interest

(other than that paid on indebtedness in con-

nection with the purchase of ships or aircraft)

which is paid
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(3>

(4)

(a) by an enterprise of one of the Contracting
States with a permanent establishment
outside both Contracting States to a
resident of the other Contracting State,
or

(b)) by an enterprise of one of the Contracting
States with a permanent establishment
in the other Contracting State

on indebtedness incurred for the use of (or,
in the case of a banking business, on deposits
made with) the permanent establishment in the
conduct of its trade or business and which is
borne by that permanent establishment shall
be treated as derived from sources within the
territory where the permanent establishment is
situated.

Royalties as defined in paragraph 2 of Article

VIII shall be treated as derived from sources

within the Contracting State in which the

property referred to in that paragraph is used.

Profits derived from the alienation of rights or

properties referred to in paragraph 3 of Article

VII shall be treated as derived from sources

BO+4
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(6)

(7)

go<

within the Contracting State in which such
rights or properties are used.

Gains, profits and income derived from the
alienation of movable property (excluding
shares of a corporation) shall be treated as
derived from sources within the Contracting
State in which such property is alienated.
Gains, profits and income derived from the
sale by an enterprise in one of the Contracting
States of goods produced in whole or in part
by such enterprise in the other Contracting
State shall be treated as derived in part from
sources within that other Contracting State and
in part from sources within the former Con-
tracting State.

Income from real property (including gains
derived from the alienation of such property)
and royalties in respect of the operation of
mines, oil wells, quarries or other places of
extraction of natural resources shall be treated
as derived from sources within the Contracting
State in which such real property, mines, oil

wells, quarries or other places of extraction of
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9

natural resources are situated.

Remuneration or profits for personal (including
professional) services shall be treated as derived
from sources within the Contracting State in
which are rendered the services for which
such remuneration or profits are paid, and the
services performed in ships or aircraft operated
by an enterprise of one of the Contracting
States shall be deemed to be rendered in that
Contracting State, unless the ships or aircraft
are operated wholly or mainly between places
within the other Contracting State.
Notwithstanding the provisions of paragraph
(8) of this Article, remuneration of a director

of a corporation of one of the Contracting
States—

(a) shall, where the business of such corpo-
ration is mainly carried on in the other
Contracting State, be treated as derived
from sources in that other Contracting
State,

including the case where the

director is a resident of the former

Contracting State, if such remuneration

EOR
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is directly deductible in determining the
profits of such corporation in that other
Contracting State, provided that this
provision shall not be construed so as to
limit the effect of paragraph 3 of Article
1V which provides for the deduction
of executive and general administrative
expenses in determining the profits of
a permanent establishment ;

(b) shall be treated as derived from sources
within that Contracting State where the
provisions of sub-paragraph (a) of this
paragraph are mnot applicable and the
director’s only duties are connected with
the functions of the board of directors

of such corporation.

ARTICLE XIV

1. The laws of the Federation and Japan shall continue
to govern the taxation of income arising in either State
except where express provision to the contrary is made
in the present Convention. Where income is subject to

tax in both Contracting States, relief from double taxation
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shall be given in accordance with the following paragraphs
of this Article.
2. Subject to the provisions of the law of the Federation
regarding the allowance as a credit against Federation
tax of tax payable in any country other than the Fede-
ration, Japanese tax payable, whether directly or by de-
duction, in respect of income from sources within Japan
shall be allowed as a credit against Federation tax payable
in respect of that income. Where such income is a divi-
dend paid by a Japannese corporation to a Federation
corporation which owns not less than 25 per cent of the
entire shares with voting power of the Japanese corpo-
ration, the credit shall take into account Japanese tax
payable by the Japanese corporation in respect of its
profits.
3. (a) Subject to the provisions of the law of Japan
regarding the allowance as a credit against
Japanese tax of tax payable in any country
other than Japan, Federation tax payable,
whether directly or by deduction, in respect of
income from sources within the Federation
shall be allowed as a credit against Japanese

tax payable in respect of that income. Where

B
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such income is a dividend paid by a Federation
corporation to a Japanese corporation which
owns not less than 25 per cent of the entire
shares with voting power of the Federation
corporation, the credit shall take into account
Federation tax payable by the Federation
corporation in respect of its profits.

(b) For the purposes of the credit referred to in

sub-paragraph (a) of this paragraph, there
shall be deemed to have been paid by the
taxpayer in Japan the amount of Federation
tax exempted under section 19 of the Pioneer
Industries (Relief from Income Tax) Ordinance,
1958, of the Federation which makes special
provision for encouraging the establishment
and development in the Federation of industrial

and commercial enterprises.

(¢) For the purposes of the credit referred to in

sub-paragraph (a) of this paragraph, where
the taxpayer in Japan receives a dividend from
a Federation corporation which is exempted
under the provisions of section 20 of the Pioneer

Industries (Relief from Income Tax) Ordinance,
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1958, of the Federation there shall be deemed
to have been paid by the taxpayer in Japan
the amout of Federation tax so exempted under
the provisions of the said Ordinance.

(d) In the application of sub-paragraphs (b) and
(c¢) of this paragraph, such exemption under
the provisions of the Pioneer Industries (Relief
from Income Tax) Ordinance, 1958, of the
Federation, as is to be taken into account in
allowing as a credit against Japanese tax shall
not go beyond the exemption falling to be
accorded under the provisions of the said Ordi-
nance as in effect on the date of signature of
the present Convention.

(e) For the purposes of this paragraph, the term
‘“Japanese tax” shall be taken to include the

inhabitant taxes.
ARTICLE XV

The taxation authorities of the Contracting States shall

exchange such information (being information available
under the respective taxation laws of the Contracting

States) as is necessary for carrying out the provisions of

B I
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the present Convention or for the prevention of fraud or
for the administration 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 exchanged which would disclose

any trade secret or trade process.
ARTICLE XVI

1. Citizens or nationals of one of the Contracting States
shall 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 citizens or nationals
of that other Contracting State in the same circumstances
are or may be subjected. This provision shall not be
construed as obliging the Federation to grant to nationals
of Japan not resident in the Federation those personal
allowances, reliefs and reductions for tax purposes which
are by law available on the date of signature of the

present Convention only to citizens of the Federation or
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to such other persons as may be specified therein who
are not resident in the Federation.

2. The taxation on a permanent establishment which an
enterprise of one of the Contracting States has in the
other Contracting State shall not be less favourably levied
in that other Contracting State than the taxation levied
on enterprises of that other Contracting State carrying
on the same activities. This provision shall not be con-
strued as obliging either of the Contracting States to grant
to citizens or nationals of the other Contracting State not
resident in the former Contracting State those personal
allowances, reliefs and reductions for tax purposes which
are by law available only to residents of that former
Contracting State.

3. Enterprises of one of the Contracting States, the

capital of which is wholly or partly owned or controlled,
directly or indirectly, by one or more residents of the
other Contracting State, shall not be subjected in the
former Contracting State to any taxation or any require-
ment connected therewith which is other or more burden-
some than the taxation and connected requirements to
which other similar enterprises of the former Contracting

State are or may be subjected.

HIH
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4. In this Article, the term ‘‘citizens or nationals”
means—

(a) in the case of the Federation, all individuals
possessing the citizenship of the Federation
and all legal persons, partnerships, associations
and other entities deriving their status as such
from the law in force in the Federation; and

(b) in the case of Japan, all individuals possessing
the nationality of Japan and all companies or
other kinds of juridical persons created under
the law of Japan and all organisations without
juridical personality treated for the purposes
of Japanese tax as juridical persons created
under the law of Japan.

5. In this Article the term ‘‘taxation’’ means taxes of

every kind and description.
ARTICLE XVII

1. Where a taxpayer shows to the satisfaction of the
taxation authorities of the Contracting State of which the
taxpayer is a resident that the taxpayer has not received
the treatment in the other Contracting State to which the

taxpayer is entitled under any provisions of the present
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Convention, such taxation authorities shall consult with
the taxation authorities of the other Contracting State
with a view to the avoidance of the double taxation in
question.

2. The taxation authorities of the Contracting "States
may communicate with each other directly for the purpose
of giving effect to the provisions of the present Con-
vention and for resolving any difficulty or doubt as to the

application or interpretation of the present Convention.
ARTICLE XVIII

1. The present Convention shall be ratified and the
instruments of ratification shall 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—
(a) In the Federation:
as respects tax for the years of assessment
beginning on or after the first day of January
of the calendar year in which the exchange of
instruments of ratification takes place; and

(b) In Japan:
B[4
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<
as respects tax for the taxable years beginning
on or after the first day of January of the
calendar year in which the exchange of instru-

ments of ratification takes place.

3. Either of the Contracting States may terminate the

present Convention at any time after a period of five

years from the date on which the present Convention

enters into force, by giving to the other Contracting State

notice of termination, provided that such notice shall be

given on or before the 30th day of June, and, in such

event, the present Convention shall cease to be effective

(a)

(b)

In the Federation :

as respects tax for the years of assessment
beginning on or after the first day of January
of the calendar year next following that in
which the notice is given; and

in Japan:

as respects tax for the taxable years beginning
on or after the first day of January of the
calendar year next following that in which the

notice is given.

IN WITNESS WHEREOF the undersigned, being
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duly authorised thereto by their respective Governments,

have signed the present Convention.

DONE in duplicate at Kuala Lumpur this fourth day
of June of- the year one thousand nine hundred and sixty-

three in the English language.

EOR THE GOVERN- - FOR THE GOVERN-

MENT OF JAPAN: MENT OF THE
Wataru Okuma FEDERATION OF
Ambassador Extraordi- ‘MALAYA:
nary and Plenipotentia- Tan Siew Sin
ry of gm@\ms in the Fed- Minister of Finance,
eration of Malaya. Federation of
Malaya.

’

(Malayan Note)
Kuala Lumpur, 4th June, 1963
Your Excellency,

I have the honour to refer your Excellency to the

Convention between the Governments of Japan and of

HIw
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the Federation of Malaya for the avoidance of double
taxation and the prevention of fiscal evasion with respect
to taxes on income signed today, and to record the
following matters which arose in the course of negoti-
ations on the Convention and with respect to which the
following treatment was agreed upon, viz: —
(1) That the interpretation to be placed upon paragraph
1 of Article VII of the Convention is that any appli-
cation of the provisions of section 40 of the Income Tax
Ordinance, 1947, as amended, of the Federation, would
not have the effect of imposing an additional tax upon
dividends within the meaning of paragraph 1 of Article
VII of the Convention.
(2) That notwithstanding the provisions of section 6 of
the Income Tax Act, 1962, of the Federation of Malaya,
those provisions shall be treated as not having effect for
and only for the year of assessment 1962 in relation to
the gains or profits from the business of shipowner or
charterer or of air-transport carried on in the Federation
by a Japanese person or company not resident in the
Federation for that year of assessment.

I have the honour to request your Excellency to

confirm on behalf of the Government of Japan the
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treatment of the matters agreed upon as recorded above.
I avail myself of this opportunity to convey to your

Excellency the assurances of my highest consideration.

Tan Siew Sin
Minister of Finance,

Federation of Malaya.

His Excellency,

Mr. Wataru Okuma,
Ambassador of Japan

to the Federation of Malaya.

(Japanese Note)
Kuala Lumpur, 4th June, 1963

Your Excellency,

I have the honour to acknowledge receipt of your
Excellency’s letter of the 4th June, 1963, relating to the
Convention between the Governments of the Federation

of Malaya and of Japan for the avoidance of double

Eil
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taxation and the prevention of fiscal evasion with respect
to taxes on income signed today, and recording certain
matters, arising in the course of negotiations on the Con-
vention, the treatment of which was agreed upon, as set
out in your letter under reply.

As requested in your Excellency’s letter, 1 confirm,
on behalf of the Government of Japan, that the treatment
of those matters will be as recorded in your Excellency’s
letter.

I avail myself of this opportunity to convey to your

Excellency the assurances of my highest consideration.

Wataru Okuma
Ambassador of Japan
to the Federation of Malaya

His Excellency,
Mr. Tan Siew Sin,
Minister of Finance,

Federation of Malaya.
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