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CONVENTION BETWEEN JAPAN AND THE UNITED

KINGDOM OF GREAT BRITAIN AND NORTHERN
IRELAND FOR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL

EVASION WITH RESPECT TO TAXES ON INCOME

Japan and the United Kingdom of Great
Britain and Northern Irelandj

Desiring to conclude a new Convention for
the avoidance of double taxation and the pre-
vention of fiscal evasion with respect to
taxes on incomej

Have agreed as follows:-

ARTICLE 1

This Convention shall apply to persons who
are residents of one or both of the Contract-
ing States,

ARTICLE 2

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

(a) in the United Kingdom of Great Britain

and Northern Ireland:
(i) the income tax (including surtax);
(ii) the corporation taxj and

(iii) the capital gains tax;

Py



®

o

<

o

—
~

KEVCER (£%) &%

E mRENGSWPYE

4 R

g <@

g HHE

NOHRE NORROMIOUOBN S | ROE
FHEN L SVYREOEEN BN XENKNE LV
RMRVE | O@XE VR VRKEE N BSO & et 0 @i
(HEVRQQOIRRBPEOVIVELES® )OS »7

W EEARCC EERFOEHEONOMEY” Yo g
FOBEHYQ S WML $BHE VBN E RN G 20 Ut
7@0

NO¥RT BEXTENEVHEQYKYER OV
BRINBREAOHEBENY O S o7 w7 EEA°

1o

NOHRN 2 SV HENSORBREBER( R~
R
5 MEEHE] VB A=< s N R AKDRERN T R
NN =48 S a°
2 [m¥HE] VY REEREVE SR Y miH
QHEBYNBIH-OHELRIBLUI Y SOEHVI O
T THE] vZ’

T OBEHENYEROVY D BOHEXOYOEEROMY

VAN

Py

(b) in Japan:
(i) the income tax;
(ii) the corporation taxj and

(iii) the local inhabitant taxes,

(2) This Convention shall also apply to any
identical or substantially similar taxes,
whether national or local, which are imposed
in either Contracting State after the date of
signature of this Convention in addition to,
or in place of, the existing taxes, The
competent authorities of the Contracting
States shall notify to each other any changes
which are made in their respective taxation
laws,

(3) With respect to enterprises operating
ships or aireraft, this Convention shall also
apply to the taxes referred to in paragraph
(2) of Article 9,

ARTICLE 3
(1) In this Convention, unless the context
otherwise requires:

(a) the term "United Kingdom" means Great
Britain and Northern Ireland;

(b) the term "Japan" when used in a geo-
graphical sense, means the territory
in which the laws relating to umum-
nese tax are in force;

(c) the term "nationals"” means:

(i) in relation to the United Kingdom,
all citizens of the United Kingdom
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(e)

and Colonies who derive their
status as such from their con-
nection with the United Kingdom
and all legal persons, partner-
ships and associations deriving
their status as such from the law
in force in the United Kingdom;

(ii) in relation to Japan, all indi-

viduals possessing the nationality
of Japan and all juridical persons
created or organised under the

laws of Japan and all organisations
without juridical personality
treated for the purposes of Japa-
nese tax as juridical persons
created or organised under the

laws of Japan;j )

the term "United Kingdom tax" means tax
imposed in the United Kingdom being tax
to which this Convention applies by
virtue of paragraph (1) or paragraph
(2) of Article 25 the term "Japanese
tax" means tax imposed in Japan being
tax to which this Convention applies by
virtue of paragraph (1) or paragraph
(2) of Article 23

the term "tax" means Japanese tax or

United Kingdom tax, as the context
requires;

the terms "a Contracting State™ and
"the other Contracting State" mean

Japan or the United Kingdom, as the
context requires;

the term "person” includes a company
and any other body of persons;

the term "company" means any body
corporate or any entity which is

PpR
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treated as a body corporate for tax

purposes;
(i) the terms "enterprise of a Contracting
State" and "enterprise of the other
Contracting State" mean respectively
an enterprise carried on by a resident
of a Contracting State and an enter-
prise carried on by a resident of the
other Contracting Statej
(j) the term "competent authority" means,
in the case of the United Kingdom the
Commissioners of Inland Revenue or
their authorised representative, and
in the case of Japan the Minister of
Finance or his authorised representa-
tivey
the term "international traffic” means
any voyage of a ship or aircraft other
than a voyage solely between places in
the Contracting State which is not
the Contracting State of which the
person deriving the profits from the
operation of the ship or aircraft is a
resident,

(2) As regards the application of this Con-
vention by a Contracting State 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 the taxes to which this
Convention applies,

ARTICLE 4
(1) For the purposes of this Convention, the
term "resident of a Contracting State"
means, any person who, under the law of that
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Contracting State, is liable to taxation
therein by reason of his domicile, residence,
place of head or main office, place of
management or any other criterion of a
similar naturej; the term does not include

any individual who is liable to tax in that
Contracting State only if he derives income
from sources therein, The terms "resident of
Japan" and "resident of the United Kingdom"
shall be construed accordingly,

(2) Where by reason of the provisions of
paragraph (1) of this Article an individual
is a resident of both Contracting States,
then the competent authorities shall deter-
mine by mutual agreement the Contracting
State of which that individual shall be
deemed to be a resident for the purposes of
this Convention,

(3) Where by reason of the provisions of
paragraph (1) of this Article a person other
than an individual is a resident of both
Contracting States, then it shall be deemed
to be a resident of the Contracting State in
which its head or main office is situated,

ARTICLE 5

Where under any provision of this Conven-
tion income is relieved from tax of a Con-
tracting State and, under the law in force
in the other Contracting State, an individual,
in respect of the said income, is subject to
tax by reference to the amount thereof which
is remitted to or received in that other
Contracting State and not by reference to
the full amount thereof, then the relief to
be allowed under this Convention in the

P |
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first-mentioned Contracting State shall apply
only to so much of the income as is remitted
to or received in that other Contracting
State,

ARTICLE 6

(1) For the purposes of this Convention, 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 management;

(b) a branchj

(¢c) an offices

(d) a factorys

(e) a workshop;

(f) a mine, quarry or other place of

extraction of natural resources;

(g) a building site or construction or
assembly project which exists for

more than twelve months,

(3) The term "permanent establishment” shall
not be deemed to include:

(a) the use of facilities solely for the
purpose of storage, display or
delivery of goods or merchandise
belonging to the enterprise;

(b) the maintenance of a stock of goods or
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merchandise belonging to the enterprise
solely for the purpose of storage, dis-
play or delivery;

(c) the maintenance of a stock of goods or
merchandise belonging to the enter-
prise solely for the purpose of proc-

essing by another enterprise;

the maintenance of a fixed place of
business solely for the purpose of
purchasing goods or merchandise, or
for collecting information, for the
enterprise;

(e) the maintenance of a fixed place of
business solely for the purpose of
advertising, for the supply of
information, for scientific research
or for similar activities which have
a preparatory or auxiliary character,
for the enterprise,

(4) An enterprise of a Contracting State shall
be deemed to have a permanent establishment

in the other Contracting State if it carries
on the activity of providing the services
within that other Contracting State of public
entertainers or athletes referred to in
Article 18,

(5) A person acting in a Contracting State on
behalf of an enterprise of the other Con-
tracting State - other than an agent of an
independent status to whom the provisions of
paragraph (6) of this Article applies - shall

be deemed to be a permanent establishment in
the first-mentioned State if:
(a) he has, and habitually exercises in

that State, an authority to conclude
contracts in the name of the enter-
prise, unless his activities are

P
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limited to the purchase of goods or
merchandise for the enterprise; or

(b) he maintains in that Contracting State
a stock of goods or merchandise be-
longing to the enterprise from which
he regularly fills orders on behalf of

the enterprise,

(6) An enterprise of a Contracting State shall
not be deemed to have a permanent establish-
ment in the other Contracting State merely
because it carries on business in that other
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 a Contracting State controls or
is controlled by a company which is a
resident of the other Contracting State, or
which carries on business in that other

State (whether through a permanent establish-
ment or otherwise), shall not of itself
constitute either company a permanent
establishment of the other,

ARTICLE 7

(1) Income from immovable property may be
taxed in the Contracting State in which such
property is situated,

(2) (a) The term "immovable property" shall,
subject to the provisions of sub-
paragraph (b) below, be defined in
accordance with the law of the Con-
tracting State in which the property
in question is situated,
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its, sources and other natural
resources; ships, boats and aircraft
shall not be regarded as immovable

property,
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(2) Where an enterprise of a Contracting State
carries on business in the other Contracting
State through a permanent establishment
situated therein, there shall in each Con-
tracting State be attributed to that
permanent establishment the profits 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 at arm's
length with the enterprise of which it is a
permanent establishment,

(3) In determining the profits of a permanent
establishment, there shall be allowed as
deductions all expenses which would be de-
ductible if the permanent establishment were
an independent enterprise in so far as they
are reasonably allocable to the permanent
establishment, including executive and
general administrative expenses so deductible
and allocable, whether incurred in the Con-
tracting State in which the permanent
establishment is situated or elsewhere,

(4) In so far as it has been customary in a
Contracting State, according to its law, to
determine the profits to be attributed to a
permanent establishment on the basis of an
apportionment of the total income of the
enterprise to its various parts, nothing in
paragraph (2) of this Article shall preclude
that Contracting State from determining the
profits to be taxed by such an apportionment
as may be customary; the method of apportion-
ment adopted shall, however, be such that
the result shall be in accordance with the
principles of this Article,
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ARTICLE 9
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- —_ , J aircraft in international traffic carried on

OMAUYH O P OREYROVE BROEKMEOE | by an enterprise of a Contracting State shall

BB EA4n Q0 MM Mxmanﬁ from tax in the other Contracting
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may hereafter be imposed in the United King-
dom,
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Where

(a) an enterprise of a Contracting State
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 management,
control or capital of an enterprise
of a Contracting State and an enter-

prise of the other Contracting Statej

and in either case conditions are made or
imposed between the two enterprises in their
commercial or financial relations which
differ from those which would be made between
independent enterprises, then any profits
which would, but for those conditions, have
accrued to one of the enterprises, but, by
reason of those conditions, have not so
accrued, may be included in the profits of
that enterprise and taxed accordingly,

ARTICLE 11

(1) Dividends paid by a company being a
resident of a Contracting State which are
beneficially owned by a resident of the other
Contracting State may be taxed in that other
Contracting State,

(2) However, such dividends may also be taxed
in the Contracting State of which the company
paying the dividends is a resident, and
according to the law of that Contracting
State, but the tax so charged shall not
exceed:
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(a) 10 per cent of the gross amount of the
dividends if the beneficial owner is a
company which owns at least 25 per
cent of the voting power of the
company paying such dividends during
the whole of the period of twelve
months immediately before the end of
the accounting period for which the
distribution of profits takes place;

(b) in all other cases, 15 per cent of the

gross amount of the dividends,

(3) The term "dividends" as used in this
Article means income from shares, or other
rights, not being debt-claims, participating
in profits, as well as income from other
corporate rights assimilated to income from
shares by the taxation law of the State of
which the company making the distribution is
a resident and also includes any other item
which, under the 'aw of the Contracting
State of which the company paying the divi-
dend is a resident, is treated as a dividend
or distribution of a company; the term does
not however include any interest or royalties
granted relief from tax under the provisions
of Article 12 or Article 13 of this Con-
vention,

(4) The provisions of paragraphs (1) and (2)
of this Article shall not apply if the
beneficial owner of the dividends, being a
resident of a Contracting State, has in the
other Contracting State, of which the
company paying the dividends is a resident,
a permanent establishment and the holding

by virtue of which the dividends are paid

is effectively connected with a business
carried on through that permanent establish-
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ment, In such a case, the provisions of
Article 8 shall apply.

(5) Relief under this Article from the tax

of a Contracting State shall be subject to

the same limitations as are imposed in respect
of relief or exemption from tax under the law
of that Contracting State by any provisions
enacted in order to maintain the proper
incidence of liability to tax and to prevent
the obtaining of undue tax advantages,

(6) Where a company which is a resident of a
Contracting State derives profits or income
from the other Contracting State, that other
Contracting State may not impose any tax on
the dividends paid by the company and bene-
ficially owned by persons who are not resi-
dents of that other Contracting State, or
subject the company’s undistributed profits
to a tax on undistributed profits, even if
the dividends paid or the undistributed
profits consist wholly or partly of profits
or income arising in that other Contracting
State,

ARTICLE 12

(1) Interest arising in a Contracting State
and beneficially owned by a resident of the
other Contracting State may be taxed in
that other Contracting State,

(2) However, such interest may be taxed in
the Contracting State in which it arises,
and according to the law of that Contracting
State, but the tax so charged shall not ex-
ceed 10 per cent of the gross amount of the
interest,
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(3) The term "interest" as used in this
Article means income from Government
securities, bonds or debentures, whether

or not secured by mortgage and whether or

not carrying a right to participate in pro-
fits, and other debt-claims of every kind,

and any excess of the amount repaid in respect
of such debt-claims over the amount lent, as
well as all other income assimilated to income
from money lent by the taxation law of the
State in which the income arises,

(4) The provisions of paragraph (2) of this
Article shall not apply if the beneficial
owner of the interest, being a resident of a
Contracting State, has in the other Contract-
ing State a permanent establishment and the
debt-claim from which the interest arises is
effectively connected with a business carried
on through that permanent establishment, In
such a case, the provisions of Article 8
shall apply.

(5) Interest shall be deemed to arise in a
Contracting State when the payer is that
Contracting Stage itself, a political sub-
division, a local authority or a resident of

that Contracting State, Where, however, the
person paying the interest, whether he is a
resident of a Contracting State or not, has

in a Contracting State a permanent establish-

ment in connection with which the indebted-
ness on which the interest is paid was
incurred, and such interest is borne by such

permanent establishment, then such interest
shall be deemed to arise in the Contracting
State in which the permanent establishment
situated, .

is

(6) Any provision of the law of one of the
Contracting States which relates only to
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interest paid to a non-resident company, or
which relates only to interest payments
between inter-connected companies, shall not
operate so as to require such interest paid
to a company which is a resident of the other
Contracting State to be left out of account
as a deduction in computing the taxable pro-
fits of the company paying the interest as
being a dividend or distribution, The provi-
sions of this paragraph shall not, however,
apply if the debt-claim in respect of which
the interest is paid was created or assigned
mainly for the purpose of taking advantage

of this Article and not for bona fide com-
mercial reasons,

(7) The relief from tax provided for in
paragraph (2) of this Article shall not apply
to interest on any form of debt-claim dealt
in on a stock exchange where the beneficial
owner of the interest:

(a) does not bear tax in respect thereof

in the Contracting State of which it

is a resident; and

sells (or makes a contract to sell)

the debt-claim from which such interest
is derived within three months of the
date on which such beneficial owner
acquired such debt-claim,

(b)

(8) Where, owing to a special relationship
between the payer and the beneficial owner or
between both of them and some other person,
the amount of the interest paid, having regard
to the debt-claim for which it is paid, ex-
ceeds the amount which would have been agreed
upon by the payer and the beneficial owner in
the absence of such relationship, the provi-
sions of this Article shall apply only to the
last-mentioned amount, In that case, the





