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gard to staying of a person who lost his
Japanese nationality on April 28, 1952 in
accordance with the provisions of the Treaty
of Peace with Japan and who has been staying
in Japan continuously since September 2, 1945
or a date prior thereto (including the child
of such person born in Japan during the period
from September 3, 1945 to April 28, 1952).

(2) Salaries, wages, or similar compensation,
and pensions or similar benefits paid by, or
paid out of funds to which contributions are
made by, the Government of Japan or local
authorities thereof to any individual for
personal services rendered to the Government
of Japan or local authorities thereof in the
discharge of governmental functions shall be
exempt from Korean tax, unless (a) the indi-
vidual is a national of Korea, or (b) the
individual is admitted to stay in Korea under
a status similar to permanent residence, under
the Immigration Law of Korea.

(3) The provisions of this Article shall not
apply to salaries, wages, or similar compensa-
tion, and pensions or similar benefits paid
for personal services rendered in connection
with a trade or business carried on by a Con-
tracting State or local authorities thereof
for the purposes of profits.
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Article 17

An individual who qualifies for benefits
under more than one provision of Articles 12,
13, 14 and 16 may enjoy the benefits under
the provision most favourable to him, but he
shall not be entitled to the benefits of more
than onc provision in any taxable year or
taxable period.

Article 18

Double taxation shall be avoided in the
following manner:

(1) Korea shall allow to a resident or cor-
poration of Korea as a credit against Korean
tax the appropriate amount of tax paid or to
be paid to Japan. Such appropriate amount
shall be based upon the amount of tax paid or
to be paid to Japan but shall not exceed that
proportion of Korean tax which the income from
sources within Japan bears to the entire in-
come subject to Korzan tax.

(2) Japan shall allow to a rasident or cor-
poration of Japan as a crodit against Japanese
tax the appropriate amount of tax payable to
Korea in accordance with the provisions of

the laws of Japan regarding the allowance of

a credit against Japanese tax of tax payable
in any country other than Japan.

(3) For the purposes of the credit referred
to in paragraph (2) of this Article, there

shall be deemed to have been paid by a tax-
payer Korean tax which would have been paid:

(a) if the Korean tax would not have been
reduced in Korza in accordance with
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the provisions of paragraph (1) of
Article 9, paragraph (1) of Article
10 and paragraph (1) of Article 11 of
this Conventioni or

if the Korecan tax would not have
reduced or exempted in Korea in accord-
ance with the special incentive measures
designed to promote economic develop-
ment in Korea, effective on the date of
signature of this Convention or which
may be introduced in future in laws
relating to Korean tax in place of, or
in addition to, the existing measures,
provided that an agreement is made be-
tween the Governments of the Contract-
ing States in respect of the scnpe of
the benefit accorded to the taxpayer by
the said measures.

been

Article 19

(1) A national of a Contracting State 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 nationals of that other Contracting
State in the same circumstances are or may be
subjected.

(2) The taxation on a permanent establishment
which a resident or corporation of a Contract-
ing State has in the other Contracting State
shall not be less favourably levied in that
other Contracting State than the taxation
levied on residents or corporations of that
other Contracting State in the same circum-
stances.,

This provision shall not be construed as
obliging a Contracting State to grant to resi-
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dents of the other Contracting State any per-
sonal allowances, reliefs and reductions for

taxation purposes on account of civil status

or family responsibilities which it grants to
its own residents.

(3) A corporation of a Contracting State, the
capital of which is wholly or partly owned or
controlled, directly or indirectly, by one or
more residents or corporations of the other
Contracting State, shall not be subjected in
the first-mentioned Contracting State to any
taxation or any requirement connected there-
with which is other or more burdensome than
the taxation and connected requirements to
which other similar corporations of the first-
mentioned Contracting State are or may be
subjected.

(4) In this Article the term "taxation"
national or local taxes of every kind.

means

Article 20

(1) The competent authorities of the Contract-
ing States may communicate with each other
directly for the purpose of giving effect to
the provisions of this Convention.

(2) Should any difficulty or doubt arise as to
the interpretation or application of this Con-
vention, the competent authorities of the Con-
tracting States shall endeavour to settle the
question as quickly as possible by mutual
agreement.

of the Contract-
also consult

the enterprise
tax of Korea.

(3) The competent authorities
ing States may, if necessary,
with each other in respect of
tax of Japan and the business
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Article 21

(1) The competent authorities of a Contracting
State shall exchange such information with the
competent authorities of the other Contracting
State as is pertinent to carrying out the pro-
visions of this Convention or preventing fraud
or fiscal evasion in relation to the taxes

which are the subject of this Convention.

(2) Any information so exchanged shall be
treated as secret but may be disclosed to
persons (including a court or administrative
body) concerned with assessment, collection,
enforcement or prosecution with respect to
the taxes which are the subject of this Con-
vention.

(3) The competent authorities of the Contract-
ing State to which a request for information
is made shall not exchange information if:

(a) the information is not available under
the tax laws and administrative pro-
cedures of that Contracting Statej or

(b) the information is such as which would
disclose any trade, business, industri-
al or professional secret.

(4) The competent authorities of the Contract-
ing States shall notify each other of any amend-
ments of the laws relating to the taxes re-
ferred to in paragraph (1) of Article 1 and

of the adoption of any taxes referred to in
paragraph (2) of Article 1 by transmitting the
texts of any amendments or new statutes, if

any, at least once & year.
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Article 22

(1) Each of the Contracting States shall en-
deavour to collect such taxes imposed in the
other Contracting State as will ensure that

any exemption or reduced rate of tax granted
under this Convention in that other Contracting
State shall not be enjoyed by persons not
entitled to such benefits. The Contracting
State making such collections shall be
responsible to the other Contracting State for
the sums thus collected.

(2) In no case shall the provisions of this
Article be construed so as to impose upon
either of the Contracting States the obliga-
tion to carry out administrative measures which
are at variance with the regulations and prac-
tices of the Contracting State endeavouring

to collect the tax or which would be contrary
to the public policy of that Contracting State.

Article 23

A taxpayer shall be entitled to present his
case to the competent authorities of the Con-
tracting State of which he is a resident or
corporation, if he considers that the action
of the other Contracting State has resulted or
will result for him in taxation contrary to
the provisions of this Convention. Should the
taxpayer's claim be considered to have merit
by the competent authorities of the Contract-
ing State to which the claim is made, the
competent authorities shall endeavour to come
to an agreement with the competent authorities
of the other Contracting State with a view to
the avoidance of taxation not in accordance
with the provisions of this Convention.

n=<4
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Article 24

The provisions of this Convention shall not
affect the fiscal privileges of diplomatic or
consular officials under the general rules of
international law or under the provisions of
special agreements,

Article 25

(1) This Convention shall be ratified and the
instruments of ratification shall be exchanged
at Seoul as soon as possible.

(2) This Convention shall enter into force on
the thirtieth day after the date of the ex-
change of instruments of ratification and shall
be applicable -

(a) in Korea:

as respects income or revenue derived
during the taxable years, taxable
periods or accounting periods beginning
on or after the first day of January

in the calendar year in which this
Convention enters into forcej; and

(b) in Japan:

as respects income or revenue derived
during the taxable years beginning

on or after the first day of January
in the calendar year in which this
Convention enters into force.

Article 26
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This Convention shall continue in effect
indefinitely but either of the Contracting
States may, on or before the thirtieth day of
June in any calendar year beginning after the
expiration of a period of five years from the
date of its entry into force, give to the
other Contracting State, through the diplomatic
channel, written notice of termination and, in
such event, this Convention shall cease to be
applicable -

(a)

in Korea:

as respects income or revenue derived
during the taxable years, taxable
periods or accounting periods beginning
on or after the first day of January

in the calendar year next following
that in which the notice is givenj and

in Japan:

as respects income or revenue derived
during the taxable years beginning
on or after the first day of January
in the calendar year next following
that in which the notice is given.

IN WITNESS WHEREOF the undersigned, being

duly authorized by their respective Governments,
have signed this Convention.

Done in duplicate at Tokyo on this third
day of March of the year one thousand nine
hundred and seventy in the English language.

FOR JAPAN:
(Signed) Kiichi Aichi

<R
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KERHAQYLN FOR THE REPUBLIC OF KOREA:
4 I & (Signed) Hu Rak Lee
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(Japanese Note)

Tokyo, March 3, 1970

Excellency,

1 have the honour to refer to the Conven-
tion between Japan and the Republic of Korea
for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with respect to
Taxes on Income signed today at Tokyo, and to
confirm the following understandings on be-
half of the Government of Japan.

1. With reference to paragraph (3) of Article
6 of the Convention, the expenses to be al-
locable to a permanent establishment which a
resident or corporation of a Contracting State
has in the other Contracting State (herein-
after referred to as "the permanent establish-
ment") in the determination of the industrial
or commercial profits of the permanent es-
tablishment shall be computed in the following
manner:

(1) The items of expenses subject to
allocation

The items of expenses subject to the
allocation to the permanent establish-
ment shall be those of selling expenses
and executive and general administrative
expenses which are allowed as deductions
under the provisions of the tax 1laws of
the Contracting State in which the ex-
penses are incurred.

The amount of expenses subject to
allocation

n= 1
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The amount of expenses subject to
the allocation to the permanent es-
tablishment shall be that of the sell-
ing expenses and executive and general
administrative expenses, as provided
for in the preceding subparagraph, in-
curred by (a) the head or main office
including branches making a sale to a
person in that other Contracting State
of the resident or corporation of the
first-mentioned Contracting State hav-
ing that permanent establishment C(here-
inafter referred to as "the head or
main office”) or (bh) that permanent
establishment, which is allowed as
deductions accorcing to the provisions
of the tax laws of the Contracting
State in which the expenses are incurred.

The computation of the amount of
allocable expenses

(a) The amount of expenses incurred by
the head or main office which is
allocable to the permanent es-
tablishment (hereinafter referred
to as "the amount of allocable ex-
penses of the head or main office")
shall be that proportion of the
amount of the expenses of the head
or main office obtained in accord-
ance with the provisions of sub-
paragraphs (1) and (2) of this
paragraph which the gross receipts
derived by the head or main office
from the sales transactions, ex-
cluding non-taxable sales trans-
actions, with a person in that
other Contracting State bear to
the entire gross receipts from the
world-wide sales transactions by
the head or main office.
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(b)

The amount of expenses, excluding
tax, incurred by the permanent
establishment which is allocable
to itself {hereinafter referred to
as "the amount of allocable ex-
penses of the permanent establish-
ment") shall be that proportion of
the amount of the expenses of the
permanent establishment obtained
in accordance with the provisions
of subparagraphs (1) and (2) of
this paragraph, excluding tax,
which the gross amount of the trans-
actions, excluding non-taxable
transactions, with a person in
that other Contracting State bears
to the entire gross amount of the
transactions with a person in that
other Contracting State.

The amount of tax as expenses
incurred by the permanent establish-
ment which is allocable to itself
(hereinafter referred to as "the
amount of allocable tax of the per-
manent establishment”) shall be
that proportion of the amount of
tax obtained in accordance with the
provisions of subparagraphs (1) and
(2) of this paragraph which the
gross amount of the transactions,
excluding non-taxable transactions,
with a person in that other Con-
tracting State which or the profits
of which are subject to tax bears
to the entire gross amount of the
transactions which or the profits
of which are subject to tax.

In subparagraph (3) (b), the term
"tax" means the enterprise tax of
Japan or the business tax of Korea,
as the context requires,

eS|
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(1) The income from purchase and sale

As to the income derived by a resi-
dent or corporation of a Contracting
State having the permanent establish-
ment from the sale in the other Con-
tracting State of goods or merchandise
purchased in the first-mentioned Con-
tracting State, the apportionment to
that other Contracting State shall be
made on the net income basis according
to the ratio of allocation to that
other Contracting State which shall be
obtained by dividing the amount of
allocable expenses of the permanent
establishment and the amount of allo-
cable tax of the permanent establish-
ment by the total of (i) the amount of
allocable expenses of the permanent
establishment and the amount of allo-
cable tax of the permanent establish-
ment and (ii) the amount of allocable
expenses of the head or main office,

(2) The income from manufacturing and sale

As to the income derived by a resi-
dent or corporation of a Contracting
State having the permanent establish-
ment from the sale in the other Con-
tracting State, such as exports of
plants, of goods or merchandise manu-
factured in the first-mentioned Con-
tracting State by the resident or
corporation itself, the apportionment
to that other Contracting State shall
be made, if that income includes the
profits derived from the manufacturing
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activities, on the net income basis
according to the ratio of allocation to
that other Contracting State which shall
be obtained by dividing the amount of
allocable expenses of the permanent es-
tablishment and the amount of allocable
tax of the permanent establishment by
the total of (i) the amount of allocable
expenses of the permanent establishment
and the amount of allocable tax of the
permanent establishment, (ii) the amount
of allocable expenses of the head or
main office and (iii) the amount of
manufacturing expenditure,

The amount of manufacturing expendi-
ture referred to above shall be deemed
to be 15 per cent of the amount of total
manufacturing cost incurred by the resi-
dent or corporation in manufacturing
such goods or merchandise.

As to the income derived by a resi-
dent or corporation of a Contracting
State having the permanent establish-
ment from the sale in that Contracting
State of goods or merchandise manu-
factured in the other Contracting State
by that resident or corporation itself,
the apportionment to that other Con-
tracting State shall be made on the
net income basis according to the for-
mula corresponding to the one mentioned
in this subparagraph.

The income from building, construction,
installation or assembly

With respect to the income derived
by a resident or corporation of a Con-
tracting State having the permanent
establishment from the building, con-
struction, installation or assembly
project carried on in the other Con-

(RN



BHVCER (5%) &R

A Q2 Q U4~ Q0

KREY B-RKEHEHENLLOVEROSEVER
UG QN VTR 4 0RO AR

KLY XHNE OELONE Y VMNESVERRE
RO W F R D A4
- REP - m m Y

DR ELEKE RWEK)

CHEEE<BHEEEHEKE $muEk

R4

tracting State, the competent authori-
ties of both Contracting States shall
consult with each other taking into
consideration the nature of such activi-
ties.

I have further the honour to request Your
Excellency to be good enough to confirm the
foregoing understandings on behalf of the
Government of the Republic of Korea,

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

(Signed) Kiichi Aichi

Minister for Foreign Affairs
of Japan

[lis Excellency
Mr . Hu Rak Lee
Ambassador Extraordinary
and Plenipotentiary of
the Republic of Korea
to Japan



gHZEN

(& HE =M )
&)
MEELOPHHCY ym4n° REE HOELOELOK
QM WENEE D AU A QR ARIT D w40

(T = W EE)
KEY KEHAHENCLOVEROMBNER A RK
T D 40
KEY HWE O#EQONE Y VUNESVYRENESR
O VAR D 4n°
- RIOP+imim Y%

KEXHEEHEKE #ose

méESKE WREK | Ee

BEVCER (F®) #&

(Korean Note)

Tokyo, March 3, 1970

Excellency,

I have the honour to acknowledge the re-
ceipt of Your Excellency's Note of today's
date which reads as follows:

"(Japanese Note)"

I have further the honour to confirm the
foregoing understandings on behalf of the
Government of the Republic of Korea.

I avail myself of this opportunity to re-
new to Your Excellency the assurances of my
highest consideration.

(Signed)

Ambassador Extraordinary
and Plenipotentiary of
the Republic of Korea

Tokyo

llu Rak Lee

His Excellency

Mr. Kiichi Aichi
Minister for Foreign Affairs
of Japan
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(Korean Note)

Tokyo, March 3, 1970

Excellency,

I have the honour to refer to paragraph
(3) (b) of Article 18 of the Convention be-
tween the Republic of Korea and Japan for the
Avoidance of Double Taxation and the Preven-
tion of Fiscal Evasion with respect to Taxes
on Income signed today at Tokyo, and to pro-
pose, on behalf of the Government of the Re-
public of Korea, that the two Governments
shall agree that the measures set forth in
the following Articles of the Foreign Capital
Inducement Law, Law No.l1802, 1966, of the
Republic of Korea, effective on the date of
signature of the aforementioned Convention
are "the special incentive measures designed
to promote economic development in Korea,
effective on the date of signature of this
Convention" referred to in the said paragraph:

(i) Article 15 (Exemption and Reduction
of Taxes) - relating to exemption or
reduction of income tax or corporation
tax on the income of a foreign in-
vested enterprise or foreign investor;
and
(ii) Article 21 (Exemption and Reduction of
Taxes) - relating to exemption or re-
duction of income tax or corporation
tax on the income derived from a cash
loan contract, a capital goods induce-
ment contract or a technological in-
ducement contract.

I have further the honour to propose that
the present Note and Your Excellency’'s reply
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confirming the acceptance by the Government
of Japan of the above proposal shall be re-
garded as constituting an agreement between
the two Governments under paragraph (3) (b)
of Article 18 of the aforementioned Conven-
tion.

I avail myself of this opportunity to re-
new to Your Excellency the assurances of my
highest consideration.

(Signed) Hu Rak Lee
Ambassador Extraordinary
and Plenipotentiary of
the Republic of Korea
Tokyo

His Excellency

Mr. Kiichi Aichi
Minister for Foreign Affairs
of Japan
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(Japanese Note)
Tokyo, March 3, 1970

Excellency,

I have the honour to acknowledge the re-
ceipt of Your Excellency's Note of today's
date which reads as follows:

"(Korean Note)"

I have further the honour to confirm that
the Government of Japan accepts the proposal
contained in Your Excellency's Note and to
agree that the same and the present reply
shall be regarded as constituting an agree-
ment between the two Governments under para-

‘graph (3) (b) of Article 18 of the afore-

mentioned Convention,

I avail myself of this opportunity to re-
new to Your Excellency the assurances of my
highest consideration.

(Signed) Kiichi Aichi
Minister for Foreign Affairs
of Japan

His Excellency
Mr. Hu Rak Lee
Ambassador Extraordinary
and Plenipotentiary of
the Republic of Korea
to Japan
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At the signing of the Convention hetween
Japan and the Republic of Korea for the Avoid-
ance of houble Taxation and the Prevention of
Fiscal Evasion with respect to Taxes on In-
come, the undersigned have agreed as follows:
l. A resident or corporation of Japan shal)

he exempt from the business tax . f the Re-
public of Korea on revenue derived from the

visions of paragraph | t(a) or (b)
I of the Agreement on the Settle-
ment of Problem concerning Property and Claims
and on the Economic Cooperation between Japan
and the Republic of Korea, signed at Tokyo on
June 22, 1965.

2. A resident or corporation of Japan shall

be exempt from the business tax of the Re-
c::__. :n Korea on revenue ;mﬁ_,wa from trans-

scember a_ _004 a:; ag___zc under
goods .:;:nxsmaﬁ oo=~WJoaw as

] shall come into force on the
ntr into force of the alore -

at FTokyo on this third

bone
day of March of the year one thousand nine
hundred and seventy in the English language.

in duplicate

8O |
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