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CONVENTION BETWEEN JAPAN AND THE UNITED

STATES OF AMERICA FOR THE AVOIDANCE OF

DOUBLE TAXATION AND THE PREVENTION OF

FISCAL EVASION WITH RESPECT TO TAXES ON
INCOME

Japan and the United States of America,

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

Have agreed upon the following articles:

Article 1

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

(a) In the case of the United States,
the Federal income taxes imposed by the
Internal Revenue Code, hereinafter referred
to as "United States tax", and

(b) In the case of Japan, the income
tax and the corporation tax, hereinafter
referred to as "Japanese tax".

(2) This Convention shall also apply to
taxes substantially similar to those covered
by paragraph (1) of this article which are
imposed in addition to, or in place of, exist-
ing taxes after the date of signature of this
Convention,

(3) For the purpose of Article 7, this
Convention shall also apply to taxes of every
kind imposed by a Contracting State or a
political subdivision or local authority
thereof. For the purpose of Article 26, this

Il
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Convention shall also apply to taxes of every
kind imposed by a Contracting State.

Article 2

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

(a) The term "United States" means the
United States of America and, when used
in a geographical sense, means the states
thereof and the District of Columbia.

(b) The term "Japan", when used in a
geographical sense, means .all the territory
in which the laws relating to Japanese tax
are in force.

(¢) The term "a Contracting State" or
"the other Contracting State" means the
United States or Japan, as the context
requires.

(d) The term "person" means an indi-
vidual, a corporation, or any other body
of persons.

(e) (i) The term "United States cor-
poration" means a corporation which is
created or organized under the laws of
the United States or any state thereof
or the District of Columbia, or any
unincorporated entity treated as a
United States corporation for purposes
of United States taxj and

(ii) The term "Japanese corporation”
means a juridical person which has its
head or main office in Japan or any
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organization without juridical person-
ality treated for purposes of Japanese
tax as a Japanese juridical person.

(f) The term "competent authority"
means:

(i) In the case of the United
States, the Secretary of the Treasury
or his amymomﬂm and

(ii) In the case of Japan, the
Minister of Finance or his authorized
representative.

"(g) The term "citizen" means:

(i) In the case of the United
States, a citizen of the United States,
and

(ii) In the case of Japan, a national
of Japan.

(2) As regards the application of this Con-
vention by a Contracting State, any term used
in this Convention and 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 which are the subject of this Convention.

Article 3

In this Convention:
(1) The term "resident of Japan" means:
(a) A Japanese corporation, or

(b) Any other person resident in Japan
for purposes of Japanese tax.

Z 1l
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(2) The term "resident of the United

States” means:
(a) A United States corporation, or

(b) Any other person (except a cOorpo-
ration or any entity treated under United
States law as a corporation) resident in
the United States for purposes of United
States tax, but in the case of an estate
or trust only to the extent that the
income derived by such person is subject
to United States tax as the income of a
resident.

(3) An individual who is a resident of bhotih
Contracting States shall be deemed to be a
resident of that Contracting State in which

he maintains his permanent home., If he has

a permanent home in both Contracting S
or in neither Contracting State, he shal!
deemed to be a resident of that Contracting
State with which his personal and economic
relations are closest (center of vital
interests). 1f the Contracting State in which
he has his center of vital interests cannot

be determined, he shall be deemed to be a
resident of that Contracting State in which

he has a habitual abode. 1f he has a habitual
abode in both Contracting States or in meither
Contracting State, he shall be deemed to be a
resident of that Contracting State of which

he is a citizen., If he is a citizen of both
Contracting States or of neither Contracting
State, the competent authorities of the Con-
tracting States shall settle the question by
mutual agreement. An individual who is deemed
to be a resident of a Contracting State and
not a resident of the other Contracting State
by reason of the provisions of this paragraph
shall be deemed to be a resident only of the
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first-mentioned Contracting State for all
purposes of this Convention, including
Article 4.

Article 4

(1) A resident of a Contracting State may
be taxed by the other Contracting State on
any income from sources within that other
Contracting State and only on such income,
subject to any limitations set forth in this
Convention. For this purpose, the rules set
forth in Article 6 shall be applied to deter-
mine the source of income.

(2) 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 --

(a) By the laws of a Contracting State
in the determination of the tax imposed by
that Contracting State, or

(b) By any other agreement between the
Contracting States.

(3) Except to the extent provided in
paragraph (4) of this article, this Convention
shall not affect the taxation by a Contracting
State of its residents (and, in the case of
the United States, its citizens).

(4) The provisions of paragraph (3) of this
article shall not affect:

(a) The benefits provided under Articles
5, 7, 21, and 2535 and

(b) The benefits provided under Articles
19, 20, and 22, but in the case of benefits

<
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conferred by the United States only if the
person claiming the benefits neither is a
citizen of, nor has immigrant status in,
the United States.

(5) There shall be allowed, for purposes of
United States tax, in the case of a resident
of Japan who is not a resident of the United
States (other than an officer or employee of
the Government of Japan or local authority
thereof), in addition to the deduction for one
personal exemption provided in section 873 of
the United States Internal Revenue Code as in
effect on the first day of December 1968, a
deduction for personal exemptions, subject to
the conditions prescribed in sections 151
through 154 of the Internal Revenue Code as
in effect on the said date, for the spouse of
the taxpayer and for each child of the tax-
payer present in the United States and resid-
ing with him in the United States at any time
during the taxable year, but such additional
deduction shall not exceed that proportion
thereof which the taxpayer's gross income from
sources within the United States which is

treated as effectively connected with the
conduct of a trade or business within the
United States within the meaning of section
864 (c) of the Internal Revenue Code for the
taxpayer's taxable year bears to his entire
income from all sources for such taxable year.

(6) The United States may impose its per-
sonal holding company tax and its accumulated
earnings tax notwithstanding any provision of
this Convention. However, a Japanese cor-
poration shall be exempt from the United
States personal holding company tax in any
taxable year if all of its stock is owned,
directly or indirectly, by one or more indi-
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viduals who are residents of Japan (and not
citizens of the United States) for that entire
year. A Japanese corporation shall be exempt
from the United States accumulated earnings
tax in any taxable year unless such corpora-
tion is engaged in trade or business in the
United States through a permanent establish-
ment at any time during such year.

(7) Where, pursuant to any provision of
this Convention, a Contracting State reduces
the rate of tax on, or exempts from tax, in-
come of a resident of the other Contracting
State and under the law in force in that
other Contracting State the resident is
subject to tax by that other Contracting
State only on that part of such income which
is remitted to or received in that other
Contracting State, then the reduction or
exemption shall apply only to so much of such
income as is remitted to or received in that
other Contracting State.

Article 5

(1) Double taxation of income shall be
avoided in the following manner:

(a) In accordance with the provisions
of the law of the United States, as in
force from time to time, regarding the
allowance of a credit against United
States tax of tax payable in any country
other than the United States, the United
States shall allow to a citizen or resident
of the United States as a credit against
United States tax the appropriate amount
of Japanese tax and, in the case of a

IIES
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MO EFAQOH<RIMHBMOMKIOMR VL Y THY United States corporation owning at least

- = 16 9 10 percent of the voting power of a
O,wTMﬁLkB*@@ﬁﬁKﬁﬁ?%ﬁ@mﬁ@_@&% Japanese corporation from which it receives
LG mMYANEENSORBEVYVEA Q@K EACTEERN dividends, shall allow credit for the
" , , appropriate amount of Japanese tax paid
EOMEH REORKOKPLLLOMT AN by the Japanese corporation paying such
RLORBWEEA QO dividends with respect to the profits out

of which such dividends are paid. For the
purpose of applying the United States credit
in relation to taxes paid to Japan, the
rules set forth in Article 6 shall be
applied to determine the source of income.

Z mHHEY oHEXZEOHNARASYERZNSCEEBNIT (b) In accordanc¢e with the provisions
7 w2 " of the laws of Japan, as in force from time
KEQRE ROMEA 0N VN A0 m it B O # 4 &2 to time, regarding Pm_m allowance of a credit
HFEYVBENESVY SO0 0RBYRS, mdE o dHiuN against Japanese tax of tax payable in any
, n country other than Japan, Japan shall allow
B GREOEBEREAOBIOREQRE XOMH to a resident of Japan mm a credit against
A QN AUNRERE2Q U wmy GEMAOM <O MKE Japanese tax the appropriate amount of
. . United States tax and, in the case of a
QK OANL v VU2t — ¥ N =B emEHQ Japanese corporation owning at least 10
LT AMNOEFQ K< QOB M NN EA Q-2 QN OV percent of- the voting shares of a United
, o —_ States corporation from which it receives
o MNEEKEOH<RINEMONLOME VL ONE dividends, shall allow credit for the appro-
YOSV ERPONVNEEKEOHBYREA CEORBR & priate amount of United States tax paid by
o the United States corporation paying such
HPRE° QKENERN S OEELRICORECR dividends with respect to the profits out
EfHE QOBEEY RHOBBOKHUE WY OV ¥ of which such dividends are paid. For the
— purpose of applying the Japanese credit in
M HQOREWEEANQ° relation to taxes paid to the United States,

the rules set forth in Article 6 shall be
applied to determine the source of income.

E I ROERHOHESVVOKOBRUNESEROEBKHAN (2) The tax of a Contracting State which
shall be credited by the other Contracting

’ 1 ’

thﬁwﬁ%&@éﬂv@%@%ﬁ M RORREORRKE State in accordance with this article shall
ﬁiﬂﬂﬁ&ﬂﬂ@ﬁnﬁﬂm?%m@XﬁﬂﬁKﬁTvoﬂﬁ%Aa include any tax on income or profits imposed
° by any political subdivision or any local

) authority of the first-mentioned Contracting
State.
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Article 6

For purposes of this Convention:

(1) Dividends shall be treated as income
from sources within a Contracting State only
if paid by a corporation of that Contracting
State.

(2) Interest shall be treated as income
from sources within a Contracting State only
if paid by that Contracting State, a political
subdivision or local authority thereof, or by
a resident of that Contracting State. Not-
withstanding the preceding sentence, if the
person paying the interest (other than
interest paid on indebtedness incurred

connection with the purchase of ships or air-
craft) --

in

(a) Whether or not such person is a
resident of a Contracting State, has a per-
manent establishment in a Contracting State
in connection with which the indebtedness
on which the interest is paid was incurred
and such interest is borne by such perma-
nent establishment, or

(b) Is a resident of a Contracting
State and has a permanent establishment in
a State other than the Contracting States
in connection with which the indebtedness
on which the interest is paid was incurred
and such interest is borne by such perma-
nent establishment,

such interest shall be deemed to be from sources
within the .State in which the permanent estab-
lishment is located.

<e |
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(3) Royalties for the use of, or the right
to use, property (other than ships or aircraft)
or rights described in paragraph (3) (a) of
Article 14, and gains to the extent that they
are contingent on the productivity, use, or
disposition of such property or rights
described in paragraph (3) (b) of Article 14,
shatl be treated as income from sources within
a Contracting State only if the royalties, or
the amount realized on the sale, exchange, or
other disposition from which the gain is
derived is paid for the use of, or the right
to use, such property or rights within that
Contracting State.

(4) Income from real property, including
royalties in respect of the operation of
mines or quarries, or the exploitation of any
natural resources and gains derived from the
sale, exchange, or other disposition of such
property or of the right giving rise to such
royalties, shall be treated as income from
sources within a Contracting State only if
such property is situated in that Contracting
State.

(5) Income from the rental of tangible
personal property (other than from the rental
of ships or aircraft) shall be treated as
income from sources within a Contracting State
only if such property is situated in that Con-
tracting State. Income from the rental of
ships or aircraft derived by a person not
engaged in the operation of ships or aircraft
in international traffic shall be treated as
income from sources within a Contracting State
only if the lessee is a resident of that Con-
tracting State.

(6) Income (other than directors' fees
described in paragraph (5) of Article 18)
received by an individual for his performance
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of labor or personal services whether as an
employee or in an independent capacity shall

be treated as income from sources within a
Contracting State only if such services are
performed in that Contracting State. Income
from labor or personal services performed
aboard ships or aircraft operated by a resident
of a Contracting State in international traffic
shall be treated as income from sources within
that Contracting State, if rendered by a member
of the regular complement of the ship or air-
craft. For purposes of this paragraph, income
from labor or personal services includes pen-
sions (as defined in paragraph (2) of Article
23) paid in respect of such services. Not-
withstanding the preceding provisions of this
paragraph, remuneration described in Article

21 shall be treated as income from sources
within a Contracting State only if paid by,

or out of the funds to which contributions are
made by, that Contracting State or a political
subdivision or local authority thereof,
Directors' fees described in paragraph (5)

of Article 18 shall be treated as income from
sources within a Contracting State only if

the corporation of which the individual is a
director is a corporation of that Contracting
State.

(7) Income from the purchase and sale of
personal property (other than gains defined
as royalties in paragraph (3) (b) of Article
14) shall be treated as income from sources
within a Contracting State only if such prop-
erty is sold in that Contracting State.

(8) Notwithstanding paragraphs (1) through
(7) of this article, industrial or commercial
profits which are attributable to a permanent
establishment which the recipient, being a
resident of a Contracting State, has in the
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other Contracting State, including income
derived from real property and natural re-
sources and dividends, interest, royalties

(as defined in paragraph (3) of Article 14),
and capital gains, but only if the property

or rights giving rise to such income, dividends,
jnterest, royalties, or capital gains are
effectively connected with such permanent
establishment, shall be treated as income

from sources within that other Contracting
State. To determine whether property or rights
are effectively connected with a permanent
establishment, the factors taken into account
shall include whether the property or rights
are used in or held for use in carrying on
industrial or commercial activity through

such permanent establishment, and whether the
activities carried on through such permanent
establishment were a material factor in the
realization of the income derived from such
property or rights. For this purpose, due
regard shall be given to whether or not such
property or rights or such income were accounted
for through such permanent establishment.

(9) The source of any item of income to
which paragraphs (1) through (8) of this
article are not applicable shall be determined
by each of the Contracting States in accordance
with its own law.

Article 7

(1) A citizen of a Contracting State who is
a resident of the other Contracting State shall
not be subjected in that other Contracting
State to more burdensome taxes than a citizen
of that other Contracting State who is a resi-
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dent thereof.

(2) A permanent establishment which a resi-
dent of a Contracting State has in the other
Contracting State shall not be subjected in
that other Contracting State to more burdensome
taxes than a resident of that other Contract-
ing State carrying on the same activities,

This paragraph shall not be construed as
obliging a Contracting State to grant to
individual residents of the other Contracting
State any personal allowances, reliefs, and
deductions for taxation purposes on account

of civil status or family responsibilities

which it grants to its own individual 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 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 a corpora-
tion of the first-mentioned Contracting State
carrying on the same activities, the capital
of which is wholly owned or controlled by one
or more residents of the first-mentioned Con-
tracting State, is or may be subjected.

Article 8

(1) Industrial or commercial profits of a
resident of a Contracting State shall be exempt
from tax by the other Contracting State unless
such resident is engaged in industrial or
commercial activity in that other Contracting
State through a permanent establishment situ-
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ated therein, If such resident is so engaged,
tax may be imposed by that other Contracting
State on the industrial or commercial profits
of such resident but only on so much of such
profits as are attributable to the permanent
establishment.

(2) Where a resident of a Contracting
State is engaged in industrial or commercial
activity in the other Contracting State
through a permanent establishment situated
therein, there shall in each Contracting
State be attributed to the permanent estab-
lishment the industrial or commercial profits
which would be attributable to such permanent
establishment if such permanent establishment
were an independent entity engaged in the
same or similar activities under the same or
similar conditions and dealing wholly inde-
pendently with the resident of which it is a
permanent establishment.

(3) In the determination of the industrial
or commercial profits of a permanent establish-
ment, there shall be allowed as deductions
expenses which are reasonably connected with
such profits, including executive and general
administrative expenses, whether incurred in
the Contracting State in which the permanent
establishment is situated or elsewhere.

(4) No profits shall be attributed to a
permanent establishment of a resident of a
Contracting State in the other Contracting
State merely by reason of the purchase of
goods or merchandise by that permanent estab-
lishment, or by the resident of which it is
a permanent establishment, for the account of
that resident.

(5) The term "industrial or commercial
profits" includes income derived from manu-
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facturing, mercantile, insurance, agricul-
tural, fishing, or mining activities, from
the operation of ships or aircraft, from the
furnishing of personal services, m:a from the
rental of tangible personal vnocmwn< (other
than ships or aircraft). Such term also
includes income derived from real property
and natural resourcesj dividends, interest,
royalties (as defined in paragraph (3) of
Article 14); and capital gains but only if
the right or property giving rise to such
income, dividends, interest, royalties, or
capital gains is effectively connected with

a permanent establishment which the recipient,
umwzc a resident of a Contracting State, has
in the other Contracting State. Such ﬁmwa
does not include --

(a) Income received by an individual
as compensation for his personal services
either as an employee or in an independent
capacity, or

(b) Income derived by a corporation or
other entity of a Contracting State from
sources within the other Contracting State
from furnishing personal services of an
individual who does not or would not qualify
for exemption under paragraph (2) of Article
18 by reason of paragraph (3) thereof.

Article 9

(1) For the purpose of this Convention, the
term "permanent establishment” means a fixed
place of business through which a resident of
a2 Contracting State engages in industrial or
commercial activity,
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(2) The term "fixed place of business"
includes but is not limited to:

(a) A branchj

(b) An office;

(c) A factory;

(d) A workshop;

(e) A warehousej

(f) A mine, quarry, or other place of

extraction of natural resources; and

(g) A building site or construction or
installation project which exists for more
than 24 months.

(3) Notwithstanding paragraphs (1) and (2)
of this article, a permanent establishment
shall not include a fiked place of business

used only for one or more of the following:

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

(b) The maintenance of a stock of goods
or merchandise belonging to the resident
for the purpose of storage, display, or
delivery;

(c) The maintenance of astock of goods
or merchandise belonging to the resident
for the purpose of processing by another
personj;

(d) The purchase of goods or merchandise,
or the collection of information, for the
resident) or

(e) Advertising,
tion, the conduct of

the supply of informa-
scientific research,
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or similar activities which have a pre-
paratory or auxiliary character, for the
resident.

(4) A person acting in a Contracting State
on behalf of a resident of the other Contract-
ing State, other than an agent of an inde-
pendent status to whom paragraph (5) of this
article applies, shall be deemed to be a
permanent establishment in the first-mentioned
Contracting State if such person has, and
habitually exercises in the first-mentioned
Contracting State, an authority to conclude
contracts in the name of that resident, unless
the exercise of such authority is limited to
the purchase of goods or merchandise for that
resident.

(53) A resident of a Contracting State shall
not be deemed to have a permanent establishment
in the other Contracting State merely because
such resident engages in industrial or com-
mercial activity in that other Contracting
State through a broker, general commission
agent, or any other agent of an independent
Status, where such broker or agent is acting
in the ordinary course of his business.

(6) The fact that a resident of a Contract-
ing State is a related person with respect to

a resident of the other Contracting State or
with respect to a person who engages in
industrial or commercial activity in that
other Contracting State (whether through a
permanent establishment or otherwise) shall
not be taken into account in determining
whether that resident of the first-mentioned
Contracting State has a permanent establish-
ment in that other Contracting State.

<E<R



% {BfF
GIEZ:
Hicig

F 5y 22
B R

wUo

% LR AL

KEVC R (B%) K&

]+ K
I B<ERDLEKEORUE R{RL 04 &FQ BN
REKERGBE WSS SOFEEXDRNHR O & BE N BE
A r@ MUK QW A 0 R R XS R O T & N [ e
EYHMEACEEXURNEV CKENHB VI S0»Q
ORER MEVYOEORKRE S OVWEEAOEEN NS
mKHQ B8 SR EA e

—
2

BLE OB KK ORPUN REL04" miHOBIHN
ROKENGEY SV SOERN OV TR HEXTY O I

O SEBEH O QIR HBEWEKRHE N BE 40 ) UN M
O EEER A QR ER S 1 R © B 4H 30 5 R B N R 40 o0
EEXURUEPODRANHEV ST S020 QRR" MK
YOROREREY M OVEEAEHEY O SYE GKECR
BHEEA 0

®4 1
Z 1 ROERHFOMHNT VIO VR ERENE B UN &
S ENOEVHHONWOEQBKRQ VE LXK /L
B EHHONQOEQ FWEVE L0 & R RN QUM
T VORKIXTBHER LS VOY L0V Q ~o LERM
WA RO OO SR R 1 RO ORI O~ SIRK K
ZoBREORBY O HLOVPIEU S Y0 ORE
P ERHEVORORTBOBEEON VYL M| RO

<HO

Article 10

(1) Notwithstanding Article 8 and Article
16, income which a resident of the United
States derives from operation in international
traffic of ships or aircraft registered in
the United States and gains which a resident
of the United States derives from the sale,
exchange, or other disposition of ships or
aircraft operated in international traffic
by such resident and registered in the United
States shall be exempt from Japanese tax.

(2) Notwithstanding Article 8 and Article
16, income which a resident of Japan derives
from the operation in international traffic
of ships or aircraft which are either regis-
tered in Japan or leased by such resident and
gains which a resident of Japan derives from
the sale, exchange, or other disposition of
ships or aircraft operated in international
traffic by such resident and registered in
Japan shall be exempt from United States tax.

Article 11

(1) Where a resident of a Contracting State
and any other person are related and where
such related persons make arrangements or
impose conditions between themselves which
are different from those which would be made
between independent persons, then any income,
deductions, credits, or allowances which
would, but for those arrangements or condi-
tions, have been taken into account in
computing the income (or loss) of, or the
tax payable by, one of such persons, may be
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prior taxable year (if any), at least
10 percent of the voting shares of the
paying corporation was owned by the
recipient corporation, and

(ii) Not more than 25 percent of
the gross income of the paying corpora-
tion for such prior taxable year (if
any) consists of '‘interest or dividends
(other than interest derived from the
conduct of a banking, insurance, or
financing business and dividends or
interest received from subsidiary cor-
porations, 50 percent or more of the
outstanding shares of the voting stock
of which is owned by the paying cor-
poration at the time such dividends or
interest is received).

(3) Paragraph (2) of this article shall not
apply if the recipient of the dividends, being
a resident of a Contracting State, has a perma-
nent establishment in the other Contracting
State and thé shares with respect to which the
dividends are paid are effectively connected
with such permanent establishment.

Article 13

(1) Interest derived from sources within
a Contracting State by a resident of the
other Contracting State may be taxed by both
Contracting States,

(2) Notwithstanding paragraph (1) of this
article, interest derived from sources within
the United States by the Bank of Japan or by
the Export-Import Bank of Japan, or by any
resident of Japan with respect to debt obli-
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gations guaranteed or indirectly financed by
either of such banks or with respect to debt
obligations insured by the Government of Japan
pursuant to the Law concerning Export Insurance
of March 31, 1950 (Law No.67), shall be exempt
from United States tax.

(3) Notwithstanding paragraph (1) of this
article, interest derived from sources within
Japan by any Federal Reserve Bank in the United
States or by the Export-Import Bank of the
United States, or by any resident of the United
States with respect to debt obligations guar-
anteed or insured or indirectly financed by
any of such banks, shall be exempt from
Japanese tax.

(4) The rate of tax imposed by a Contract-
ing State on interest derived from sources
within that Contracting State by a resident
of the other Contracting State shall not exceed
10 percent.

(5) Paragraphs (2), (3), and (4) of this
article shall not apply if the recipient of

the interest, being a resident of a Contracting
State, has a permanent establishment in the
other Contracting State and the indebtedness
giving rise to the interest is effectively
connected with such permanent establishment.

(6) Where any interest paid by a person to
any related person exceeds an amount which
would have been paid to an unrelated person,
the provisions of this article shall apply
only to so much of the interest as would have
been paid to an unrelated person. 1In such a
case, the excess payment may be taxed by each
Contracting State according to its own law,
including the provisions of this Convention
where applicable.
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