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AGREEMENT BETWEEN THE GOVERNMENT OF JAPAN
AND THE GOVERNMENT OF MALAYSIA FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF FISCAL EVASION WITH
RESPECT TO TAXES ON INCOME

The Government of Japan and the Government
of Malaysia,

Desiring to conclude an Agreement 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
Agreement are:
(a) in Malaysia:
(i) the income tax}
(ii) the supplementary income tax, that

is, tin profits tax, development
tax and timber profits taxj and

the petroleum income tax
(hereinafter referred to as
"Malaysian tax")j

(iii)

(b) in Japan:
(i) the income taxj and

(ii) the corporation tax
(hereinafter referred to as
"Japanese tax"),

A< R
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2. This Agreement shall also apply to any
other taxes of a character substantially simi-
lar to those referred to in the preceding
paragraph imposed in either Contracting State
after the date of signature of this Agreement.

ARTICLE 11

1, In this Agreement,
wise requires:

unless the context other-

(a) the term "Malaysia" means the Federa-
tion of Malaysiaj

(b) the term "Japan", when used
graphical sense, means all the terri-
tory in which the laws relating to

Japanese tax are enforceds

in a geo-

(c) the terms "one of the Contracting
States" and "the other Contracting
State" mean Japan or Malaysia, as the

context requiress;

(d) the term "tax" means Japanese tax or

Malaysisn tax, as the context requires;}
(e) the term "company" means any body cor-
porate or any entity which is treated
as a body corporate for tax purposess;

(f) the term "person” includes an indi-
vidual, a company and a body of persons,
but does not include a partnership, and
in the case of Malaysia, also includes

a Hindu joint family and a corporation

solej



C

=

(i

[k VE” SH QR IROERHE O HIHIER 20D
M4 B EKY ERY BEKHXCHEKHod
X T K S 0

M ROEBRAQEHK | =0 NEROBRKE QUK | v
T KENHe mREOHHENRIMOEHXE ¥ >
N O B4R M G S

(MO N KQ»QwemgSo

T HKEHHOVEREHOHNESOMEE KEN R
JHOVENDN REHNEHOVTER YYD " NEKEQ
R=NOHEN OVEREQERORE VOV QM H
MBI B KOBRPOSKKME Kot
R B WK E A OBIE QWM QRIE VOV QKA

d BEZHOVERTK o NREA M BN T
G € EVIRENE-§: AN Y

F ZOUKKERWMELONE HHY OO HIRwin B
D7 N O M AN 0 JUN M O WY BB A N Q
2O ¥E

E REXE<EXBYRMOFE

B4

PACANVCER (E¥) AN

(g) the term "enterprise" means an indus-
trial, mining, commercial, timber,
plantation or agricultural enterprise
or undertaking carried on by a resident
of either Contracting State;

(h) the terms "enterprise of one of the
Contracting States” and "enterprise of
the other Contracting State" mean an
enterprise carried on by a resident of
Japan or an enterprise carried on by
a resident of Malaysia, as the context
requires}

(i) the term "income of an enterprise"
does not include:

(i) payments made as consideration for
the use of, or the right to use,
copyrights of literary or artistic
work, motion picture films or tapes
for radio or television broadcast-
ing, or for the operation of a mine,
0il well, quarry or other places
of extraction of natural resources
or of timber or forest produce;

(ii) income in the form of royalties or
sums mentioned in paragraph 3 of
Article X, dividends, interest or
rents}

(iii) fees or other remuneration derived
from the management, control or
supervision of 'the trade, business
or other activity of another enter-
prise or concernj

(iv) remuneration for labour or personal

servicesj and

S
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(v) income derived trom the operation
of ships or aircrafty

(j) the term "competent authority" means,
in the case of Japan, the Minister of
Finance or his authorised representa-
tivej and in the case of Malaysia, the
Minister of Finance or his suthorised
representative.

2. In the application of this Agreement by
one of the Contracting States, any term not
otherwise defined shall, unless the context
otherwise requires, have the meaning which

it has under the laws of that Contracting
State relating to taxes which are the subject
of this Agreement.

ARTICLE III

1. In this Agreement, unless the context
otherwise requires -

(a) the term "resident of Malaysia" means
(i) an individual who is ordinarily
resident in Malaysia, or
(ii) a person other than an individual
who is resident in l!lalaysia
for the basis year for a year of

assessment for the purposes of Malay-
sian taxj

the term "resident of Japan" means an
individual or a person other than an
individual who is resident in Japan
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for the purposes of Japanese tax;

(c) the terms "resident of one of the Con-
tracting States" and "resident of the
other Contracting State” mean & resi-
dent of Japan or a resident of Malay-

sia, as the context requires.,

2. Where by reason of the provisions of para-
graph 1 of this Article an individual or a
person other than an individual is a resident
of both Contracting States, then the compe-
tent authorities shall determine by mutual
agreement the Contracting State of which such
individual or person shall be deemed to be a
resident for the purposes of this Agreement.

ARTICLE IV

1. For the purposes of this Agreement, the
term "permanent establishment” means a fixed
place of business in which the business of

the enterprise is wholly or partly carried on.

2. The term "permanent establishment" shall
include especially:
(a) a place of
(b) & branchj

(c) an office;

management}

(d) a factory}
(e) a workshop}
(f) a warehouses

(g) a mine, oil well, quarry or other place
of extraction of natural resources;

RN
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4. An enterprise of one of the Contracting

States

shall be deemed to have a permanent

establishment in the other Contracting State

if:

(a)

it carries on supervisory activities
in that other Contracting State for
more than six months in connection
with a construction, installation or
assembly project which is being under-
taken in that other Contracting State}

it carries on & business which con-
sists of providing the services of
public entertainers of the kind re-
ferred to in Article XIV in that other
Contracting State,

5. Subject to the provisions of paragraph 6
of this Article, a person acting in one of
the Contracting States on behalf of an enter-
prise of the other Contracting State shall be

deemed

to be a permanent establishment in the

first-mentioned Contracting State if:

(a)

(b)

he has, and habitually exercises in
that first-mentioned Contracting State,
an authority to conclude contracts in
the name of the enterprise, unless his
activities are limited to the purchase
of goods or merchandise for the enter-
prisej or

he maintains in the first-mentioned
Contracting State a stock of goods or
merchandise belonging to the enter—
prise from which he regularly fills
orders on behalf of the enterprise.

SRS
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6. 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 carries on business in that
other Contracting State through a broker,
general commission agent or any other agent

of an independent status, where such persons
are acting in the ordinary course of their
business.

7. The fact that a company which is a resident
of one of the Contracting States controls or
is controlled by a company which is & resident
of the other Contracting State or which car-
ries on business in thut other Contracting
State (whether through a permanent establish-
ment or otherwise) shall not of itself con-
stitute for either company a permanent es-
tablishment of the other,

ARTICLE V

1. The income of an enterprise of one of the
Contracting States shall be taxable only in
that Contracting State, unless the enterprise
carries on business in the other Contracting
State through a permanent establishment situ-
ated therein., If the enterprise carries on
business as aforesaid, tax may be imposed in
that other Contracting State on the income of
the enterprise but only on so much of that
income as is attributable to that permanent
establishment,

2. Where an enterprise of one of the Contract-
ing States carries on business in the other
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Contracting State through a permanent estab-
lishment situated therein, there shall in each
Contracting State be attributed to that per-
manent establishment the income which it might
be expected to make if it were a distinct and
separate enterprise engaged in the same or
similar activities under the same or similar
conditions and dealing wholly independently
with the enterprisc of which it is a permanent
establishment.

3. In determining the income of a permanent
establishment, there shall be allowed as de-
ductions all expenses including executive and
general administrative expensecs, which would
be deductible if the permanent establishment
were an independent enterprise, in so far as
they are reasonably allocable to the perma-
nent establishment, whether incurred in the
Contracting State in which the permanent es-
tablishment is situated or elsewhere.

4, No income shall be attributed to a perma-
nent establishment *v reason of the mere pur-
chase by that permanent establishment of goods
or merchandise for the enterprise,.

ARTICLE VI

Where -

(a) an enterprise of one of the Contract-
ing States participates directly or
indirectly in the management, control
or capital of an enterprise of the
other Contracting Statej or

(b) the 'same persons participate directly

or indirectly in the manacement,

gRP
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control or capital of an enterprise of
one of the Contracting States and of
an enterprise of the other Contracting
States
and in either case, conditions are made or
imposed between the two enterprises, in their
commercial or financial relations, which dif-
fer from those which would be made between
independent énterprises, then, any income
which would but for those conditions have
accrued to one of the enterprises, but by
reason of those conditions has not so accrued,
may be included in the income of that enter-
prise and taxed accordinyly, .

ARTICLE VII

1. The income of an enterprise of one of the
Contracting States derived from the other Con-
tracting State from the operation of ships in
international traffic may be taxed in that
other Contracting State, but the tax chargea-
ble in that other Contracting State on such
income shall be reduced by an amount equal

to fifty per cent thereof,

2. The income of an enterprise of one of the
Contracting States derived from the other Con-
tracting State from the operation of aircraft
in international traffic shall be exempt from
tax in that other Contracting State, unless
the aircraft is operated wholly or mainly be-
tween places within that other Contracting
State.

ARTICLE VIII
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1 ]
1. Dividends paid by a company which is a
resident of one of the Contracting States
shall be treated as derived from that Con-
tracting State.

2. Dividends paid by a company which is a
resident of Malaysia to a resident of Japan
who is subject to Japanese tax in respect
thereof shall be exempt from any tax in Malay-
sia which is chargeable on dividends in addi-
tion to the tax chargeable in respect of the
income of the company:

Provided that nothing in this paragraph
shall affect the provisions of the Malaysian
laws under which the tax in respect of a
dividend paid by a company resident in Malay-
sia from which Malaysian tax has been, or has
been deemed to be, deducted may be adjusted
by reference to the rate of tax appropriate
to the Malaysian year of assessment immediately
following that in which the dividend was paid.

3. Dividends paid by a company which is &
resident of Japan to a resident of Malaysia
who is subject to Malaysian tax in respect
thereof shall not be chargeable to tax in
Japan at a8 rate exceeding fifteen per cent:

Provided that where the resident of Malay-
sia is a company which owns at least twenty-
five per cent of the entire voting shares of
the company paying such dividends during the
period of six months immediately preceding
the date of payment of the dividends, such
dividends shall not be chargeable to tax in
Japan at a rate exceeding ten per cent.

gRR
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4, Where a company which is a resident of one
of the Contracting States derives income from
the other Contracting State, there shall not
be imposed in that other Contracting State any
form of taxation on dividends paid by the com-
pany to persons not resident in that other
Contracting State or any tax in the nature of
an undistributed profits tax on undistributed
income of the company, whether or not those
dividends or undistributed income represent,
in whole or in part, income so derived.

S. The provisions of paragraphs 2 and 3 of
this Article shall not apply if the recipient
of the dividends, being a resident of one of
the Contracting States, has in the other Con-
tracting State, of which the company paying
the dividends is & resident, a permanent es-
tablishment with which the holding by wvirtue
of which the dividends are paid is effectively
connected. In such a case the provisions of
Article V shall apply.

ARTICLE 1X

1. The Government of one of the Contracting
States shall be exempt from tax in the other
Contracting State with respect to interest
derived by such Government from that other
Contracting State.

2. For the purposes of paragraph 1 of this
Article, the term "Government" -

(a) in the case of Malaysia means the
Government of Malaysia and shall
include -

(i) the governments of the States}
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(ii) the local authorities;

(iii) the Bank Negara, Malaysiaj and

(iv) such institutions, the capital of
which is wholly owned by the Govern-
ment of Malaysis or the governments
of the States or the local authori-
ties, as may be agreed from time
to time between the Governments of
the two Contracting States}

(b) in the case of Japan means the Govern-

ment of Japan and shall include -
(i) the local authoritiess;
(ii) the Bank of Japanj
(iii) the Export-Import Bank of Japanj
and
(iv) such institutions, the capital of

which is wholly owned by the Gov -
ernment of Japan or the local au-
thorities, as may be agreed from
time to time between the Governments
of the two Contracting States.,

3. Subject to the provisions of paragraph 1 of
this Article, interest derived from one of the
Contracting States by a resident of the other
Contracting State who is subject to tax in
respect thereof in that other Contracting

State may be taxed in the first-mentioned Con-
tracting State at & rate not exceeding ten per
cent, if the loan (including a loan in the form
of deferred payments) or other indebtedness in
respect of which the interest is paid, is

HO |
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made to, or incurred by, an enterprise of that
first-mentioned Contracting State engaged in
an industrial undertaking.

4. For

the purposes of paragraph 3, the term

"industrial undertaking" means an undertaking
falling under any of the classes mentiomed
below -

(a)

(b)

(c)

(d)

(e)

manufacturing, assembling and process-
ings

construction, civil engineering and
ship buildings;

electricity, hydraulic power, gas and
water supplys

plantation, agriculture, forestry and
fishery$ and

any other undertaking which msy be
declared to be an "industrial under-
taking" for the purposes of this Article
by the competent authority of the Con-
tracting State in which the undertak-
ing is situated.

5. Interest shall be treated as derived from

one of
is the

the Contracting States when the payer
Government, the government of a State,

& local suthority or a resident of that Con-
tracting State, except that the interest which
is paid -

(a)

by an enterprise of one of the Contract-
ing States with a permanent establish-
ment outside both Contracting States

to a resident of the other Contracting
Statej or
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(b) by an enterprise of one of the Contract-
ing States with a permanent establish-
ment in the other Contracting State,

on indebtedness incurred
in the case of a banking or other financial
institution, on deposits made with) that per-
manent establishment in the conduct of its
trade or business and which is borne by that
permanent establishment shall be treated as
derived from the State where that permanent
establishment is situated.

for the use of (or,

6. The provisions of paragraph 3 of this Arti-
cle shall not apply if the recipient of the
interest, being a resident of one of the Con-
tracting States, has in the other Contracting
State from which the interest is derived a
permenent establishment with which the in-
debtedness from which the interest arises is
effectively connected. 1In such a cese the
provisions of Article V sheall apply.

7. Where owing to a special relationship be-
tween the payer and the recipient or between
both of them and some other person, the amount
of the interest paid, having regard to the
indebtedness for which it is paid, exceeds the
amount which would have been agreed upon by
the payer and the recipient in the absence of
such relationship, the provisions of this
Article shall apply only to the last-mentioned
amount. In such a case, the excess part of
the payment shall remain taxable according to
the law of each Contracting State, due regard
being had to the other provisions of this
Agreement.

HOI



e
EOHE
7

—

o

[-»]

PASTANUCER (FEup) Mw

® 4K

| ROBEBAOHHENIDROERAROEE 4 HEL
VO ROERAN L SVEBOHEvS BT
MNEEANE D MINE2ROEEEN A SV +1—¥ N
LN SRE Y QBB WA QU VR QO
C@%K&mfﬁﬁmﬂ;&ﬁ\?ﬁi@%k%@%ﬁﬁ‘
SHE OBEE BEHEOVUER RES BERKHO v
CREHBOKEH OV UEFEQEBTOREV OV #K-
HEH I OV EHhEHOREOEENR OV EEEQEROR
HUuOVY” XOH#-U O EHEHOREYE4MAEEC
FEVOVPHLOECH VP OEEQMSEHN S o0 »0\ue’
TREZ | VT U OVERKEHORLRO ML ¥
KEN T R AHO TN REMEROVERND VN " N
MEQK —NOEEN OV EHEQEROREVOY” XY
HO B BUBLOSKKHE KEH O TREEHE
SN OBEORMOREVOPK LR S R0
QXTGP S O°

| ROERBOMHNR« OR | XYRUACERXLEKR
R BEAOUAUY SO VEROELRE R OKBAEER
QAumi | ROEREN L SVEEVEW S oW T N
NEHYE D INBROEBERAN A SY +1 ¥ N+

HOH

ARTICLE X

1. Royalties derived from one of the Contract-
ing States by a resident of the other Con-
tracting State who is subject to tax in that
other Contracting State in respect thereof

may be taxed in the first-mentioned Contract-
ing State at a rate not exceeding ten per cent

2. The term "royalties™ as used in this Arti-
cle means a payment of any kind received as
consideration for the use of, or the right to
use, copyright of scientific work, patent,
trademark, design or model, plan, secret
formula or process or for the use of, or the
right to use, industrial, commerciel or scien-
tific equipment or for information concerning
industrial or scientific experience. The
term, however, does not include a payment of
any kind received as consideration for the
use of, or the right to use, copyrights of
literary or artistic work, motion picture
films or tapes for radio or television broad-
casting, or for the operation of a mine, oil
well, quarry or other places of extraction of
natural resources or of timber or forest pro-
duce.

3. Sums derived from the slienation of any
right or property mentioned in the first
sentence of paragraph 2 of this Article from
one of the Contracting States by a resident
of the other Contracting State who is subject
to tax in that other Contracting State in
respect thereof may be taxed in the first-
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mentioned Contracting State at a rate not ex-
ceeding ten per cent.

4. The provisions of paragraphs 1 and 3 of

this Article shall not apply if the recipient
of the royalties or sums, being a resident of
one of the Contracting States, has in the
other Contracting State from which the royal-
ties or sums are derived a permanent estaklish-
ment with which the right or property giving
rise to ihe royalties or sums is effectively
connected. In such a case the provisions of
Article V shall apply.

5. Where owing to a special relationship be-
tween the payer and the recipient or between
both of them and some other person, the amount
of the royalties paid, heving regard to the
use, right or information, for which they are
paid, exceeds the amount which would have been
agreed upon by the payer and the recipient in
the absence of such relationship, the provi-
sions of this Article shall apply only to the
last-mentioned amount. In such & case, the
excess part of the payment shall remein taxa-
ble according to the law of each Contracting
State, due regard being hed to the other pro-
visions of this Agreement.

6. Royalties shall be treated as derived from
the Contracting State in which the right or
property in respect of which the royalties
are paid is used,.

7. Sums derived from the alienation of any
right or property referred to in paragraph 3
of this Article shall be treated as derived
from the Contracting State in which such
right or property is used.
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