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ARTICLE XI

1. Remuneration, including pensions, paid by
the Government of Malaysia to any individual
who is a citizen of Malaysia in respect of
services rendered in the discharge of govern-
mental functions shall be exempt from Japanese
tax, unless such individual is a national of
Japan or has been admitted to Japan for per-
manent residence therein,

2. Remuneration paid by the Government of
Japan or pensions paid by or out of funds to
which contributions are made by the Government
of Japan to any individual who is & national
of Japan in respect of services rendered in
the discharge of governmental functions shall
be exempt from Malaysian tax, unless such in-
dividual is a citizen of Malaysia or has been
admitted to Malaysia for permanent residence
therein.

3. The provisions of this Article shall not
apply to payments in respect of services
rendered in connection with any business
carried on by the Government of either of the
Contracting States for the purposes of profit.

4. For the purposes of this Article, the ferm
"Government" shall include any State or local
authority of either Contracting State.

ARTICLE XII
1. Subject to the provisions of Articles XI,

XIII, XV, XVI and XVII, salaries, wages and
other similar remuneration derived by a resi-
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dent of one of the Contracting States in
respect of an employment shall be taxable

only in that Contracting State unless the
employment is exercised in the other Con-
tracting State. If the employment is so ex-
ercised, such remuneration as is awnm<mn.n=mnm:
from may be taxed in that other Contracting

State.

2. Notwithstanding the provisions of paragraph
1 of this Article, remuneration in respect of
an employment exercised aboard a ship or air-
craft engaged in internetional traffic and
operated by an enterprise of one of the Con-
tracting States may be taxed in that Contract-
ing State.

3. (a) In relation to remuneration of a di-
rector of a company derived from the company,
the provisions of the preceding paragraphs of
this Article and Article XIII shall apply as
if the remuneration were remuneration of an
employee in respect of an employment.

(b) Notwithstanding the preceding provi-
sions of this Article, directors' fees and
similar payments derived by a resident of one
of the Contracting States in his capacity as
a member of the board of directors of a com-
pany which is a resident of the other Contract-
ing State may be taxed in that other Contract-
ing State.

ARTICLE XIII
An individual who is a resident of one of

the Contracting States shall be exempt from
tax in the other Contracting State on income

HOP
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derived from personal (including professional)
services performed in that other Contracting
State, if -

(a) he is present within that other Con-
tracting State for a period or periods
not exceeding in the aggregate 183 days
in the taxable year or the basis year
for a year of assessment, as the case
mey bej and

(b) the services are performed for or on
behalf of a person who is not a resi-
dent of that other Contracting State}

and

the income is not directly deductible
from the income of a permanent estab-
lishment which the person has in that
other Contracting State.

(c)

ARTICLE XIV

1. The provisions of Article XIII shell not

apply to the income derived from one of the
Contracting States from services rendered by
& public entertainer (such as stage, motion
picture, radio or television artiste, musi-
cian and athlete) being a resident of the
other Contracting State whose visit to that
first-mentioned Contracting State is not
supported, wholly or substantially, from the
public funds of the Government of the other
Contracting State.

2. Where the services mentioned in paragraph
1 of this Article are provided in one of the
Contracting States by an enterprise of the

other Contracting State, then the income
derived from providing those services by such
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enterprise may be taxed in the first-mentioned
Contracting State, unless the enterprise is
supported, wholly or substantially, from the
public funds of the Government of the other
Contracting State in connection with the pro-
vision of such services,

3. For the purposes of this Article, the term
"Government” shall have the same meaning as
in paragraph 4 of Article XI.

ARTICLE XV

1. Any pension (other than a pension of the
kind referred to in Article XI) or any annuity
derived by an individual who is & resident of
one of the Contracting States from the other
Contracting State shall be taxable only in the
first-mentioned Contracting State.

2. The term "annuity" includes a stated sum

payable periodically at stated times, during
life or during a specified or ascertainable

period of time, under an obligation to make

the payments in return for adequate and full
consideration in money or money's worth.

3. The term "pension" includes periodical
payments made, whether voluntarily or other-
wise, in consideration for services rendered,
or by way of compensation for injuries re-
ceived, in connection with past employment.

HOR
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ARTICLE XVI

An individual who was a resident of one of
the Contracting States immediately before
making a visit to the other Contracting State,
and who, at the invitation of a university,
college, school or other similar recognised
educational institution in that other Con-
tracting State, visits that other Contracting
State for a period not exceeding two years
solely for the purpose of teaching or re-
search or both at such educational institution
shaell be exempt from tax in that other Con-
tracting State on his remuneration for such
teaching or research.

ARTICLE XVII

1. An individual who was a resident of one of
the Contracting States immediately before
making a visit to the other Contracting State
and is temporarily present in that other Con-
tracting State solely -

(a) as a student at a recognised university,
college, school or other educational
institution in that other Contracting
State} N

8s 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 organisations
or

(¢) as a business apprentice;
shall be exempt from tax in that other Con-
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tracting State in respect of -

(i) remittances from abroad for the pur-
poses of his maintenance, education,
study, research or training}

(ii)
(iii)

such grant, allowance or awardj}

remuneration for personal services in
that other Contracting State paid by
his employer in the first-mentioned
Contracting Statej and

(iv) remuneration for personal services
that other Contracting State other
than the remuneration referred to in
subparagraph (iii) not exceeding the
sum of 360,000 Yen or 3,000 Malaysian
Dollars, as the case may be, during
any calendar year,

in

2. An individual who was a resident of one of
the Contracting States immediately before
making a visit to the other Contracting State
and is temporarily present in that other Con-
tracting State for a period not exceeding
twelve months &s an employee of, or under
contract with, an enterprise of the first-
mentioned Contracting State, or an organisa-
tion referred to in subparagraph (b) of para-
graph 1 of this Article, solely to acquire
technical, professional or business experience
shall be exempt from tax in that other Con-
tracting 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 of remunersa-
tion paid in that other Contracting State does
not exceed the sum of 1,420,000 Yen or 12,000

W
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Malaysian Dollars, as the case may be, during
any calendar year.

3. An individuasl who was & resident of one of
the Contracting States immediately before
meking a visit to the other Contracting State
and is temporarily present in that other Con-
tracting State for & period not exceeding
twelve months under arrangements with the
Government of that other Contracting State,
solely for the purpose of study, reseasrch or
training, shall be exempt from tax in that
other Contracting State on remuneration for
services directly related to such study, re-
search or training.

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

he so qualifies as he may select.

5. For the purposes of this Article, the term
"Government"” shall have the same meaning as
in paragraph 4 of Article XI.

ARTICLE XVIII

1. The laws of each of the Contracting States
shall continue to govern the taxation of in-
come whether derived from the Contracting
State or elsewhere except where express

provisions to the contrary are made in this
Agreement. Where income derived from one of
the Contracting States is subject to tax in
both Contracting States, relief from double
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taxation on such income shall be given in
accordance with the provisions of paragraphs
2 and 3 of this Article,

2. Subject to the laws of Malaysia regarding
the allowance as a credit against Malaysian
tax of tax payable in any country other than
Malaysia, Japanese tax payable in respect of
income derived from Japan shall be allowed as
a credit against Malaysian tax payable in
respect of that income. Where such income is
a dividend pajd by a company resident in
Japan to a company resident in Malaysis which
owns not less than twenty-five per cent of
the entire shares with voting power of the
company resident in Japan, the credit shall
take into account Japanese tax payable by the
first-mentioned company in respect of its in-
come .

3. Subject to the laws of Japan regarding the
allowance as a credit against Japanese tax of
tax payable in any country other than Japan,
Malaysian tax payable in respect of income
derived from Malaysie shall be allowed as a
credit against Japanese tax payable in respect
of that income, Where such income is a aivi-
dend paid by a company resident in Malaysia
to a company resident in Japan which owns not
less than twenty-five per cent either of the
voting shares of the company paying the divi-
dend or of the total shares issued by that
company, the credit shall take into account
Malaysian tax payable by that company in
respect of its income,

4. For the purposes of paragraph 3 of this
Article, the term "Malaysian tax payable"”

|l
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shall be deemed to include, in the case of
interest on any loan or other indebtedness of
the kind mentioned in paragraph 3 of Article
IX, or in the case of royalties or sums men-
tioned in paragraph 3 of Article X, the amount
of the Malaysian tax which would have been
paid if the Malaysian tax had not been reduced

- in accordance with the provisions of paragraph

3 of Article IX or Article X,

5. For the purposes of paragraph 3 of this
Article, the term "Malaysian tax payable" shall
be deemed to include the amount of Malaysian

'tax which would have been paid if the Malay-

sian tax had not been exempted in accordance
with the special incentive measures designed
to promote economic development in Malaysia,
effective on the date of signature of this
Agreement, or which may be introduced in
future inm the Malaysian tax laws in modifica-
tion of, or in addition to, the existing
measures:

Provided that the scope of the benefit
accorded to the taxpayer by those measures
shall be agreed to by the Governments of both
Contracting States.

ARTICLE XIX

1. Citizens or nationals of one of the Con-
tragting 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 seame circumstances are or may be sub-
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Jeocted. This provision shall not be construed
as obliging Malaysia to grant to nationals of
Japan not resident in Malaysia those personal
allowances, reliefs and reductions for tax
purposes which are by law available on the
date of signature of this Agreement only to
citizens of Malaysia or to such other persons
as may be specified therein who are not resi-
dent in Malaysia. ’

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 Contract-
ing State carrying on the same activities.
This provision shall not be construed as
obliging either of the Contracting States to
grant to citizens or nationals of the other
Contracting State not resident in the first-
mentioned Contracting State those personal
allowances, reliefs and reductions for tax
purposes which are by law available only to
residents of that first-mentioned Contracting
State.

3. Enterprises of one of the Contracting States,
the capital of which is wholly or partly owned
or oontrolled, directly or indirectly, by one
or more residents of the other Contracting

- State, shall not be subjected in the first-

mentioned Contracting State to any taxation
or any requirement connected therewith which
is other or more burdensome than the taxation
and connected requirements to which other
similar enterprises of that first-mentioned
Contracting State are or may be subjected.

W
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2. In no case shall the provisions of para-
graph 1 of this Article be construed so as to
impose on one of the Contracting States the
obligation:

(a) to carry out administrative measures
at variance with the laws or the ad-
ministrative practice of that or of
the other Contracting Statej

to supply particulars which are not
obtainable under the laws or in the
normal course of the administration of
that or of the other Contracting State;

(¢) to supply information which would dis-
close any trade, business, industrial,
commercial or professional secret or
trade process, or information, the
disclosure of which would be contrary

to public policy.
ARTICLE XXI

1. Where a resident of one of the Contracting
States considers that the actions of one or
both of the Contracting States result or will
result in taxation not in accordance with
this Agreement, he may, notwithstanding the
remedies provided by the taxation laws in
force in the Contracting States, present his
case to the competent authority of the Con-
tracting State of which he is a resident.

2. The competent authority of the first-
mentioned Contracting State shall endeavour,
if the objection appears to it to be justified
and if it is not itself able to arrive at an
appropriate solution, to resolve that case by

WP
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mutual agreement with the competent authority
of the other Contracting State with a view

to the avoidance of taxation which is not in
accordance with this Agreement.

3. The competent authorities of the Contract-
ing States shall endeavour to resolve by mutual
agreement any difficulties or doubts arising

as to the interpretation or application of

this Agreement. They may also consult together
for the elimination of double taxation in

cases not provided for in this Agreement.

4. The competent authorities of the Contract-
ing States may communicate with each other
directly for the purposes of giving effect to
the provisions of this Agreement,

ARTICLE XXII

1. This Agreement shall be ratified and the
instruments of ratification shall be exchanged
at Tokyo as soon as possible,

2. This Agreement shall enter into force on
the date of the exchange of instruments of
ratification and shall have effect:

(a) in Malaysia:

a8s respects Malaysian tax for the year
of assessment beginning on the first
day of January, 1970, and subsequent
years of assessment}

(b) in Japan:

85 respects Japanese tax for the taxa-
ble years beginning on or after the
first day of January, 1970.
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ARTICLE XXIII

Either of the Contracting States may ter-
minate this Agreement after a period of three
years from the date on which this Agreement
enters into force by giving to the other Con-
tracting State, through diplomatic channels,
written notice of termination, provided that
such notice shall be given on or before the
thirtieth day of June, and in such event this
Agreement shall cease to have effect:

(a) in Malaysia:

as respects Malaysian tax for the year
of assessment beginning on the first
day of January in the calendar year
next following that in which such
notice is given and subsequent years
of assessment}

(b) in Japan:

as respects Japanese tax for the taxa-
ble years beginning on or after the
first day of January in the calendar
year next following that in which such
notice is given.

IN WITNESS WHEREOF the undersigned, being
duly authorised thereto by their respective
Governments, have signed this Agreement.

Done in duplicate at Kuala Lumpur this
thirtieth day of January of the year 1970 in
the English language.

HIlR
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For the Government of Japan:

(Signed) Taisaku Kojima

For the Government of Malaysia:

(Signed) Abdul Razak
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(Japanese Note)

Kuala Lumpur, 30th January, 1970

Excellency,

I have the honour to refer to the Agreement
between the Government of Japan and the Gov-
ernment of Malaysia for the Avoidance of
Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income signed
today at Kuala Lumpur and to confirm on be-
half of the Government of Japan the following
understanding reached during the course of
the negotiations for the conclusion of the
said Agreement:

1. With reference to paragraph 2 of Article
IITI of the Agreement, where an individusl is
8 resident of both Contracting States, their
competent authorities shall settle the ques-
tion by mutual agreement taking into con-
sideration the following rules:

(a) He shall be deemed to be a resident
of the Contracting State in which he
has a permanent home available to him,
If he has a permanent home available
to him in both Contracting States, he
shall be deemed to be a resident of
the Contracting State with which his
personal and economic relations are
closest (centre of vital interests);

Wil
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(b) If the Contracting State in which he
has his centre of vital interests can-
not be determined, or if he has not
a permanent home available to him in
either Contracting State, he shall be
deemed to be a resident of the Con-
tracting State in which he has an
habitual abode}

If he has an habitual abode in both
Contracting States or in neither of
them, he shall be deemed to be a resi-
dent of the Contracting State of which
he is a citizen or nationalj}

(c)

If he is both a national of Japan and
a citizen of Malaysia or neither of
them, the competent authorities of the
Contracting States shall settle the
question by mutual agreement.

2. With reference to paragraph 1 of Article
VII of the Agreement, it is agreed that the
methods of computing income (including those
for gross income and depreciation allowances)
of a shipping company under the Japanese tax
laws are not substantially different from
those under the Income Tax Act, No.47 of 1967
of Malaysia and that a certificate issued by
the Japanese tax authority shall be regarded
as an "acceptable certificate” for the purpose
of Section 54 of the said Act.

3. With reference to Article VIII of the Agree-
ment, if the system of taxation applicable in
either Contracting State to the income and
distributions of companies undergoes any
significant change affecting this Article, the
Governments of both Contracting States shall,
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upon request of either of them, consult each
other with a view to determining whether it
is necessary for this reason to amend the
Article.

4. With reference to paragraph 4 of Article
XVIII of the Agreement, if the rate of Malay-
sian tax which but for the provisions of the
Agreement would be normally applicable to the
interest, or royalties or sums mentioned in
paragraph 3 of Article X of the Agreement
derived by a person not resident in MNalaysis
is changed, the Governments of both Contract-
ing States shall consult with each other for
the purpose of amending the said paragraph

with a view to limiting the amount of Malay-
sian tax which qualifies, by virtue of the
said paragraph, for the credit against Japa-
nese tax payable.

I have further the honour to request Your
Excellency to confirm the foregoing under-
standing on behalf of the Government of
Malaysia,

I avail myself of this opportunity to ex-
tend to Your Excellency the assurance of my
highest consideration.

(Signed)

Ambassador Extraordinary
and Plenipotentiary of Japan
to Malaysia

Y.A.B. Tun Haji Abdul Razak

bin Dato' Hussein, S.M.N.
Deputy Prime Minister and
Minister of Finance

Taisaku Kojima

Wil
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(Malaysian Note)

Kuala Lumpur, 30th January, 1970

Excellency,

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

"(Japanese Note)"

I have further the honour to confirm the
foregoing understanding on behalf of the
Government of Malaysia.

I avail myself of this opportunity to ex-
tend to Your Excellency the assurance of my
highest consideration,

(Signed) Abdul Razak

Deputy Prime Minister and
Minister of Finance, Malaysia

His Excellency

Mr., Taisaku Kojima
Ambassador Extraordinary and Plenipotentiary
of Japan to Malaysia
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(Malaysian Note)

Kuala Lumpur, 30th January, 1970

Excellency,

I have the honour to refer to paragraph §
of Article XVIII of the Agreement between the
Government of Malaysia and the Government of
Japan for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with respect
to Taxes on Income signed today at Kuala Lumpur
and to propose, on behalf of the Government of
Malaysia, that the two Governments shall agree
that the measures set forth in the following
sections of the Investment Incentives Act,
No.13 of 1968 of Malaysia, effective on the
date of signature of the aforesaid Agreement
are "the special incentive measures designed

~to promote economic development in Malaysia,

effective on the date of signature of this
Agreement"” referred to in the said paragraph:

(i) Section 21 - relating to exemption from
income tax of the income of a pioneer
company}$

Section 22
income tax
the exempt

Section 26

(ii) - relating to exemption from
of dividends attributable to
income of a pioneer company}
(iii) - relating to exemption from
income tax of income equivalent to the
investment tax credit of a company

(other than a pioneer company) and divi-
dends attributable to such exempt income.

HIH
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I have further the honour to propose that
the present Note and Your Excellency's reply
confirming the acceptance by the Government
of Japan of the above proposal shall be regarded
as constituting an agreement between the two
Governments under paragraph 5 of Article XVIII
of the said Agreement.

I avail myself of this opportunity to ex-
tend to Your Excellency the assurance of my
highest consideration.

(Signed) Abdul Razak
Deputy Prime Minister and
Minister of Finance, Malaysia

His Excellency
Mr. Taisaku Kojima,
Ambassador Extraordinary and Plenipotentiary
of Japan to Malaysia,

(Japanese Note)
Kuala Lumpur, 30th January, 1970

Excellency,

1 have the honour to acknowledge the re-
ceipt of Your Excellency's Note of this date
which reads as follows:
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"(Malaysian 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 5 of Article XVIII of the said Agreement.

I avail myself of this opportunity to ex-
tend to Your Excellency the assurance of my
highest consideration.

(Signed) Taisaku Kojima

Ambassador Extraordinary
and Plenipotentiary of Japan
to Malaysia

Y.A.B. Tun Haji Abdul Razak
bin Dato' Hussein, S.M.N.
Deputy Prime Minister and
Minister of Finance
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