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CONVENTION BETWEEN JAPAN AND THE REPUBLIC

OF KOREA FOR THE AVOIDANCE OF DOUBLE TAXA-

TION AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME

Japan and the Republic of Korea,

Desiring to conclude a Convention for the
avoidance of double taxation and the preven-
tion of fiscal evasion with respect to taxes
on income,

Have agreed as follows:

Article 1

(1) The taxes which are the subject of this
Convention are:

(a) In the Republic of Korea, the income
tax and the corporation tax (herein-
after referred to as "Korean tax").

(b) In Japan, the income tax, the corpora-
tion tax and the local inhabitant
taxes (hereinafter referred to as

"Japanese tax").

(2) This Convention shall also apply to taxes,
whether national or local, substantially simi-
lar to those covered by paragraph (1) of this

Article, which are imposed in addition to, or

in place of, the existing taxes after the

date of signature of this Convention.

Article 2

(1) In this Convention, unless the context

otherwise requires:

n4m
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(a) the term "Korea" means the Republic of
Koreas

(b) the term "Japan", when used in a geo-
graphical sense, means all the territory
in which the laws relating to Japanese
tax are in forcej

(c) the terms "a Contracting State" and
"the other Contracting State" mean
Japan or Korea, as the context requiress;

(d) the term "person" comprises an indi-
vidual, a corporation and any other
body of persons;

(e) the term "corporation" means any body
corporate or any entity treated as a
body corporate for tax purposess;

(f) the term "tax" means Japanese tax or
Korean tax, as the context requires;

(g) the term "competent authorities” means:

(i) in Korea, the Minister of Finance
or his authorized representative;

(ii) in Japan, the Minister of Finance
or his authorized representative,

(2) As regards the application of this Conven-
tion by a Contracting State, any term not ex-
pressly defined shall, unless the context
otherwise requires, have the meaning which

it has under the laws of that Contracting
State relating to the taxes to which this
Convention applies,

Article 3

(1) For the purposes of this Convention, the
term "resident of a Contracting State” means
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an individual who is a resident of that Con-
tracting State for tax purposes of that Con-
tracting State.

(2) For the purposes of this Convention, the
term "corporation of a Contracting State”
means a corporation which has its head or
main office in that Contracting State.

(3) Where by reason of the provisions of para-
graph (1) of this Article an individual is a
resident of both Contracting States, then the
competent authorities of both Contracting
States shall determine by mutual agreement

the Contracting State of which that individual
shall be deemed to be a resident for the pur-
poses of this Convention.

Article 4

(1) For the purposes of this Convention, the
term "permanent establishment” means a fixed
place of business in which a resident or cor-
poration of a Contracting State wholly or
partly carries on business.

(2) The term "a fixed place of business" in-
cludes, but is not limited to:

(a) an office}

(b) a store or other sales outlet}

(c) a factory;

(d) a workshop}

(e) a warehousej

(f) a mine, quarry or other place of ex-
traction of natural resources;

(g) a building site or construction, in-
stallation or assembly project which

N4
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exists for more thanm six months.

(3) Notwithstanding the provisions of para-

graph (1) of this Article, a permanent es-

tablishment shall not include a fixed place

of business used only for one or more of the

following activities:

(a) processing by another person of goods

or merchandise belonging to the resi-
dent or corporationj

(b) mere purchase of goods or merchandise
for the resident or corporationj

(¢) mere storage of goods or merchandise
belonging to the resident or corpora-
tionj

(d) collection of information for the resi-
dent or corporationj

(e) advertising, the conduct of scientific

research, the display of goods or
merchandise, the supply of information
or similar activities which have a
preparatory or auxiliary character in
the business of the resident or cor-
poration,

(4) Even if a resident or corporation of a
Contracting State does not have a permanent
establishment in the other Contracting State
under the provisions of paragraphs (1), (2)
and (3) of this Article, it shall be deemed to
have a permanent establishment in that other
Contracting State if it:

(a) engages in business in that other Con-

tracting State through an agent who -

(i) has an authority to conclude con-
tracts in the name of that resi-
dent or corporation and regularly
exercises that authority in that
other Contracting State, unless
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the exercise of the authority is
limited to the purchase of goods
or merchandise for the resident
or corporationj or

(ii) regularly secures orders in that
other Contracting State wholly or
almost wholly for that resident or
corporation or for that resident
or corporation and other persons
who are controlled by or have a
controlling interest in that resi-
dent or corporationj or

(iii) maintains in that other Contracting
State a stock of goods or merchan-
dise belonging to that resident or
corporation from which he regularly
makes deliveriesj; or

(b) provides in that other Contracting
State -

(i) personal service, such as super-
visory, technical or any other pro-
fessional service performed for
more than six months in connection
with a contract of a building, con-
struction, installation or assembly
projectj or

the services of public entertainers
referred to in paragraph (4) of
Article 12.

(ii)

(5) Notwithstanding the provisions of para-
graph (4) of this Article, a resident or cor-
poration of a Contracting State shall not be
deemed to have a permanent establishment in
the other Contracting State merely because it
uses the services in that other Contracting
State of a bona fide broker, general commis-
sion agent, forwarding agent, custodian or
other agent of independent status acting in
the ordinary course of his business.

NP
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(6) The fact that a corporation of a Contract-
ing State controls or is controlled by (a) a
corporation of the other Contracting State

or (b) a corporation which carries on business
in that other Contracting State (whether
through a permanent establishment or other-
wise) shall not of itself constitute for
either corporation a permanent establishment
of the other.

Article 5

(1) A resident or corporation of a Contract-
ing State shall be taxable in the other Con-
tracting State only on income derived from
sources within that other Contracting State
subject to the limitations set forth in this
Convention,

(2) Any item of income to which the provisions
of this Convention are not expressly applicable
may be taxed in each of the Contracting States
in accordance with its own laws.

(3) The provisions of this Convention shall
not be construed to restrict in any manner

any exclusion, exemption, deduction, credit

or other allowance now or hereafter accorded
by (a) the laws of a Contracting State or (b)
any other agreement between the both Contract-
ing States in the determination of the tax

of that Contracting State,

(4) The laws in force in either Contracting
State shall continue to govern the taxation
of income in that either Contracting State
except where provisions to the contrary are
made in this Convention.

Article 6
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(1) A resident or corporation of a Contracting
State shall be exempt from tax in the other
Contracting State with respect to its in-
dustrial or commercial profits if that resi-
dent or corporation has no permanent establish-
ment in that other Contracting State.

(2) If a resident or corporation of a Contract-
ing State has a permanent establishment in the
other Contracting State, the permanent es-
tablishment may be taxed in that other Con-
stracting State on the entire income of that
resident or corporation from sources within
that other Contracting State.

(3) In the determination of the industrial or
commercial profits of a permanent establish-
ment which a resident or corporation of a Con-
tracting State has in the other Contracting
State, there shall be allowed as deductions
expenses, wherever incurred, which are
reasonably connected with such profits, in-
cluding executive and general administrative
expenses,

(4) Notwithstanding the provisions of para-
graph (5) of this Article, no profits shall
be deemed to be derived from sources within
a Contracting State in which a permanent es-
tablishment of a resident or corporation of
the other Contracting State is located, by
reason of mere purchase of goods or merchan-
dise by that permanent establishment solely
for that resident or corporation, or by that
resident or corporation for itself.

(5) For the purposes of this Article, the
industrial or commercial profits derived from
the sale by a resident or corporation in a
Contracting State of goods or merchandise
purchased or manufactured in the other Con-
tracting State by such resident or corpora-

IS
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tion shall be treated as income derived from
sources in part within the Contracting State
in which such goods or merchandise are pur-
chased or manufactured and in part within the
Contracting State in which such goods or mer-
chandise are sold. The Governments or compe-
tent authorities of both Contracting States
may, consistent with the principles of taxa-
tion laid down in this Article, consult and
arrange details for the apportionment of
sources of the industrial or commercial pro-
fits described above.

Article 7

(1) Notwithstanding the provisions of para-
graph (2) of Article 6, income or revenue
which a resident or corporation of a Contract-
ing State derives from the operation in inter-
national traffic of ships or aircraft regis-
tered -~

(a) in either Contracting State, or

(b) in any third country which exempts
from its taxes on income or revenue
derived by a resident or corporation
of the other Contracting State from
the operation of ships or aircraft
registered in that other Contracting
State

shall be exempt from tax in that other Con-
tracting State.

(2) The provisions of paragraph (1) of this
Article shall likewise apply in respect of
participations in a pool, in a joint business
or in an international operations agency of
any kind by a resident or corporation of a
Contracting State engaged in the operation of
ships or aircraft in international traffic.
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(3) For the purposes of paragraph (1) of this
Article, the term "tax" includes the enter-
prise tax of Japan or the business tax of
Korea, as the context requires.

(4) The arrangement made by the Notes exchanged
at Seoul on April 1, 1969 between the Govern-
ment of Japan and the Government of the Re-
public of Korea concerning reciprocal exemp-
tion from taxation of income or revenue

derived from the operation of ships or air-
craft shall cease to be effective as from

the dates from which the provisions of this
Convention are applicable.

Article 8

(1) Where a resident or corporation of a Con-
tracting State deriving income in the other
Contracting State is related to any other
person and where such related persons make
arrangements or impose conditions between
themselves which are different from those
which would be made between independent per-
sons, then any income which would, but for
those arrangements or conditions, have accrued
to such resident or corporation but, by reason
of those arrangements or conditions, has not
so accrued, may be included in the income of
such resident or corporation for the purposes
of this Convention and taxed in that other
Contracting State accordingly.

(2) A person is related to another person if
(a) either person participates directly or
indirectly in the management, control or
capital of the other, or (b) any third person
or persons participate directly or indirectly
in the management, control or capital of both.

-+ 1
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Article 9

(1) The tax imposed in a Contracting State on
dividends derived from sources within that
Contracting State by a resident or corporation
of the other Contracting State shall not exceed
12 per cent of the gross amount thereof.

(2) The provisions of paragraph (1) of this
Article shall not apply if the recipient of
the dividends, being a resident or corporation
of a Contracting State, has in the other Con-
tracting State in which the dividends arise

a permanent establishment with which the hold-
ing by virtue of which the dividends are paid
is effectively connected. In such a case,

the provisions of Article 6 shall apply, as

if they were industrial or commercial profits.

(3) Dividends paid by a corporation of a Con-
tracting State shall be treated as income from
sources within that Contracting State.

Article 10

(1) The tax imposed in a Contracting State on
interest derived from sources within that Con-
tracting State by a resident or corporation

of the other Contracting State shall not ex-
ceed 12 per cent of the gross amount thereof.

(2) Notwithstanding the provisions of para-
graph (1) of this Article, interest derived
from sources within a Contracting State by
the Government of the other Contracting State
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including local authorities thereof, the
central bank of that other Contracting State,
or any agency or instrumentality (including
financial institution) wholly owned by that
Government or that central bank or by both
shall be exempt from tax in the first-mentioned
Contracting State.

(3) The provisions of paragraph (1) of this
Article shall not apply if the recipient of
the interest, being a resident or corporation
of a Contracting State, has in the other
Contracting State in which the interest arises
a permanent establishment with which the debt-

claim from which the interest arises is effec-
tively connected. In such a case, the pro-
visions of Article 6 shall apply, as if it

were industrial or commercial profits.

(4) Where any interest, paid by a person to
any related person, as defined in Article 8,
exceeds a fair and reasonable consideration
in respect of the indebtedness for which it
is paid, the provisions of paragraph (1) of
this Article shall apply only to so much of
the interest as represents such fair and
reasonable considerationj and the excess part
of the payment shall be taxable according to
the laws of each Contracting State and the
provisions of this Convention where applica-
ble.

(5) (a) Except as provided in subparagraph
(b), interest paid by a Contracting
State including any local authorities
thereof or by a resident or corpora-
tion of that Contracting State shall
be treated as income from sources

within that Contracting State.

Interest paid by a resident or cor-
poration of a Contracting State with
a permanent establishment in the other

(b)

i
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Contracting State or outside both
Contracting States directly out of

the funds of such permanent establish-
ment on indebtedness incurred for the
sole use of, or on banking deposits

made with, such permanent establish-
ment shall be treated as income from
sources within the country in which

such permanent establishment is located.

Article 11

(1) (a) The tax imposed in a Contracting State
on royalties derived from sources
within that Contracting State by a
resident or corporation of the other
Contracting State shall not exceed 12

per cent of the gross amount thereof.

The tax imposed in a Contracting State
on income derived from sources within
that Contracting State from the aliena-
tion of the property, right or in-
formation referred to in paragraph (3)
(a) and (b) of this Article by a resi-
dent or corporation of the other Con-
tracting State shall not exceed 12 per
cent of the gross amount thereof.

(2) The provisions of paragraph (1) of this
Article shall not apply if the recipient of
the royalties or income, being a resident or
corporation of a Contracting State, has in
the other Contracting State in which the
royalties or income arise a permanent es-
tablishment with which the property, right
or information giving rise to the royalties
or income is effectively connected. In such
a case, the provisions of Article 6 shall
apply, as if the royalties or income were in-
dustrial or commercial profits.
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(3) For the purposes of this Article, the term
"royalties" means any royalties, rentals or
other amounts paid as a consideration for the
use of, or the right to use -

(a) copyrights of literary, artistic or
scientific works, motion picture films,
films or tapes for radio or television
broadcasting, patents, designs, models,
plans, secret processes or formulae,
trademarks, or other like property or
rights, or

industrial, commercial or scientific
equipment, or information concerning
industrial, commercial or scientific
knowledge, experience or skill, or

(c) ships or aircraft leased under a bare

boat charter contract.

(4) The provisions of paragraphs (1), (2) and
(3) of this Article shall not apply to any
royalties, rentals or other amounts paid in
respect of the opera*ion of mines, quarries
or other places of extraction of natural
resources.,

(5) Where any royalties or income, paid by a
person to any related person, as defined in
Article 8, exceed a fair and reasonable con-
sideration in respect of the property, right
or information for which they are paid, the
provisions of naragraph (1) of this Article
shall apply only to so much of the royalties
or income as represents such fair and reason-
able considerationj; and the excess part of
the payment shall be taxable according to the
laws of each Contracting State and the pro-
visions of this Convention where applicable.

(6) Royalties paid for the use of, or the

right to use, in a Contracting State, property,
right or information described in paragraph

P
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(3) of this Article shall be treated as income
from sources within that Contracting State.
However, royalties from leasing ships or air-
craft operated in international traffic shall
be treated as income from sources within the
Contracting State of which the lessee is a
resident or corporation., Income from the
alienation of property, right or information
described in paragraph (3) (a) and (b) of
this Article for use in a Contracting State
shall be treated as income from sources with-
in that Contracting State.

Article 12

(1) Subject to the provisions of Articles 13,
14, 15 and 16, remuneration received by a resi-
dent of a Contracting State for his personal

 services shall be taxable only in that Contract-

ing State unless such remuneration is derived
from sources within the other Contracting State,.
If the remuneration is so derived, it may be
taxed in that other Contracting State,

(2) (a) Income received by an individual for
his performance of personal services
(either as an employee or in an inde-
pendent capacity) or for furnishing the
personal services of other persons and
income received by a corporation for
furnishing the personal services of its
employees or others shall be treated as
income from sources within the Contract-
ing State in which such services are
performed,
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(b) Notwithstanding the provisions of sub-
paragraph (a) above, remuneration for
personal services performed aboard
ships or aircraft operated by a resi-
dent or corporation of a Contracting
State shall be treated as income from
sources within that Contracting State,
if rendered by a member of the regular
complement of the ships or aircraft.

(c) Notwithstanding the provisions of sub-

paragraph (a) above, the remuneration

received by an individual in his ca-
pacity as a member of the board of
directors of a corporation shall be
treated as income from sources within

a Contracting State, if the corpora-

tion of which the individual is a

director is a corporation of that Con-

tracting State.

(3) Notwithstanding the provisions of para-
graph (1) of this Article, a resident of a
Contracting State shall be exempt from tax in
the other Contracting State with respect to
income from personal services rendered in the
other Contracting State if -

(a) (i) he is present within the other
Contracting State for a period or
periods not exceeding in the ag-
gregate 183 days in the calendar
year concerned, and

(ii) the services are performed as an
employee of a resident or corpora-
tion of the first-mentioned Con-
tracting State, and

the remuneration is not deducted
as such in computing the profits
of a resident or corporation of
the first-mentioned Contracting
State taxable in that other Con-

(iii)

I p
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tracting Statej or

(b) (i) he is present within the other
Contracting State for a period or
periods not exceeding in the ag-
gregate 90 days in the calendar
year concerned, and

(ii) he performs professional services,
and

the remuneration received for such
services does not exceed 3,000
United States dollars or its
equivalent in Japanese Yen or
Korean Won.

(iii)

(4) Notwithstanding the provisions of para-
graphs (1) and (3) of this Article, the income
derived by public entertainers, such as theatre,
motion picture, radio or television artistes,
musicians and athletes, from their personal
services as such shall be exempt from tax in
the Contracting State in which the services
are performed unless such income exceeds
either 100 United States dollars or its
equivalent in Japanese Yen or Korean Won for
each day such person is present in that Con-
tracting State or an aggregate amount of 3,000
United States dollars or its equivalent in
Japanese Yen or Korean Won.

Article 13

(1) An individual who is a resident of a Con-
tracting State at the beginning of his visit
to the other Contracting State and who, at

the invitation of the Government of that other
Contracting State or of a university or other
accredited educational institution situated

in that other Contracting State, visits that
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other Contracting State for the primary pur-
pose of teaching or engaging in research, or
both, at a university or other accredited
educational institution shall be exempt from
tax in that other Contracting State on his
income from such teaching or research for a
period not exceeding two years from the date
of his arrival in that other Contracting
State.

(2) The provisions of this Article shall not
apply to income from research if such research
is undertaken primarily for the private bene-
fit of a specific person or persons,

Article 14

(1) An individual who is a resident of a Con-
tracting State at the beginning of his visit
to the other Contracting State and who is
temporarily present in that other Contracting
State for the primary purpose of -

(a) studying at a university or other
accredited educational institution in
that other Contracting State, or

(b) securing training required to qualify
him to practice a profession or a
professional speciality, or

(c) studying or doing research as a re-

cipient of a grant, allowance or award
from a governmental, religious, chari-
table, scientific, literary or educa-
tional organization,

shall be exempt from tax in that other Con-
tracting State with respect to -

(i) remittance from abroad for the pur-
pose of his maintenance, education,

I pe
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study, research or training;

(ii) the grant, allowance or awardj
and

(iii) income from his personal services

rendered in that other Contracting
State in an amount not exceeding
1,800 United States dollars or its
equivalent in Japanese Yen or

Korean Won during any calendar year,

(2) The benefits under the provisions of para-
graph (1) of this Article shall only extend
for such period of time as may be reasonably
or customarily required to effectuate the pur-
pose of the visit, but in no event shall any
individual have the benefits of the said para-
graph for more than five consecutive years.

(3) An individual who is a resident of a Con-
tracting State at the jm@~==~=m of his visit
to the other Contracting State and who is
present in that other Contracting State for

a period not exceeding one year, as an employee
of, or under contract with, a resident or cor-
poration of the first-mentioned Contracting
State, for the primary purpose of acquiring
technical, professional or business experience
from a person other than that resident or cor-
poration of the first-mentioned Contracting
State shall be exempt from tax in that other
Contracting State on the remuneration for

such period for his personal services per-
formed in connection with the acquisition of
such experience, if the total of amount re-
ceived from abroad and of amount paid in that
other Contracting State does not exceed 5,000
United States dollars or its equivalent in
Japanese Yen or Korean Won during any calendar
year,

(4) An individual who is a resident of a Con-
tracting State at the beginning of his visit
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to the other Contracting State and who is
present in that other Contracting State for

a period not exceeding one year, as a partici-
pant in & programme sponsored by the Government
of that other Contracting State, for the primary
purpose of training, research or study shall

be exempt from tax in that other Contracting
State on the remuneration for such period for
his personal services performed in connection
with such training, research or study, if the
total of amount received from abroad and of
amount paid in that other Contracting State
does not exceed 5,000 United States dollars or
its equivalent in Japanese Yen or Korean Won
during any calendar year.

Article 15

Private pensions and private annuities
paid to a resident of a Contracting State shall
be taxable only in that Contracting State.

Article 16

(1) Salaries, wages, or similar compensation,
and pensions or similar benefits paid by, or
paid out of funds created by, the Government
of Korea or local authorities thereof to any
individual for personal services rendered to
the Government of Korea or local authorities
thereof in the discharge of governmental func-
tions shall be exempt from Japanese tax, unless
(a) the individual is a national of Japan-or
is admitted to Japan for permanent residence
therein, or (b) the individual is admitted to
stay in Japan under the law of Japan with re-
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