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3. (a) The term "industrial royalties" as used
in paragraph 2 means payments of any kind
received as a consideration for the use of,

or the right to use, any patent, trade mark,
design or model, plan, secret formula or
process, or for the use of, or the right to
use, industrial, commercial or scientific
equipment, or for information concerning in-
dustrial, commercial or scientific experience,

(b) The term '"cultural royalties'" as used
in paragraph 2 means payments of any kind
received as a consideration for the use of, or
the right to use, any copyright of literary,
artistic or scientific work including cinema-
tograph films and films or tapes for radio or
television broadcasting.

4, The provisions of paragraphs 1 and 2 shall
not apply if the beneficial owner of the
royalties, being a resident of a Contracting
State, carries on business in the other Con-
tracting State in which the royalties arise,
through a permanent establishment situated
therein, or performs in that other Contracting
State independent personal services from a
fixed base situated therein, and the right or
property in respect of which the royalties are
paid is effectively connected with such perma-
nent establishment or fixed base, In such case
the provisions of Article 7 or Article 14, as
the case may be, shall apply.

5. Royalties shall be deemed to arise in a
Contracting State when the payer is that Con-
tracting State itself, a local authority or a
resident of that Contracting State, Where,
however, the person paying the royalties,
whether he is a resident of a Contracting
State or not, has in a Contracting State a
permanent establishment ox a fixed base in
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connection with which the liability to pay

the royalties was incurred, and such royalties
are borne by such permanent establishment or
fixed base, then such royalties shall be deemed
to arise in the Contracting State in which the
permanent establishment or fixed base is
situated,

6. Where, by reason of a special relationship
between the payer and the beneficial owner or
between both of them and some other person,
the amount of the royalties, having 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 beneficial
owner in the absence of such relationship, the
provisions of this Article shall apply only to
the last-mentioned amount. In such case, the
excess part of the payments shall remain tax-
able according to the laws of each Contracting
State, due regard being had to the other
provisions of this Convention,

Article 13

1. Gains from the alienation of immovable
property, as defined in paragraph 2 of Article
6, may be taxed in the Contracting State in
which such property is situated.

2. Gains from the alienation of any property,
other than immovable property, forming part

of the business property of a permanent es-
tablishment which an enterprise of a Con-
tracting State has in the other Contracting
State or of any property, other than immovable
property, pertaining to a fixed base available
to a resident of a Contracting State in the
other Contracting State for the purpose of

HilR



m H 8
SR

(2]

<

—

[

(AR - VOERE (BF%) %&

BQ O 0 BENDO) N oY E IRE2ROERHEY
£ SHVEHEBWEAON VR Q0

| ROERHE O HItHiw | E EE M @ N B B4 0 ST R Y
EXOVKOOFEXCENEOMEN KON (KBHwW
ECO) ORMBY 4 OV ERAOEEYR OV MM RO
EREN BSOS HBYMEAQON VRV RC

| ROERMOMHENR AR O o w MR oA
Qixi QREM Y 4 OV EB e BEN ROVE MR T RO
EREN A SYOLBBVHA QMR P R°

R+ Bl

T IRQEFHOMHIE RMESEKL OB OHHOHE O
BY O S VRBAQERYEOPE L ORRDTO RN
Lo ¥ QEERKEAON VAV ENEERVIEROER
ERY e d SEe M| ROERENA SHOLEEN
BEANG U U R 00 QIR WY Qo LR ER e
NEBEY T MREBPY ROV INERNEERYEY O
SOBRYN SV oL MRDROEREN &S WEEBNK
LS EVESR ST g

[mE@EmH | Y g #£8° HEY Kby HEUROE
Y QEHOEREESNYIKE aBH KeH #BEH B8

HEIO

performing professional services, including
such gains from the alienation of such a
permanent establishment (alone or together
with the whole enterprise) or of such a fixed
base, may be taxed in that other Contracting
State.

3. Gains derived by a resident of a Contracting
State from the alienation of ships or aircraft
operated in international traffic and any
property, other than immovable property, per-
taining to the operation of such ships or air-
craft shall be taxable only in that Contracting
State,

4, Gains derived by a resident of a Contracting
State from the alienatian of any property other
than those referred to in paragraphs 1, 2 and

3 shall be taxable only in that Contracting
State.

Article 14

1. Income derived by a resident of a Contracting
State in respect of professional services or
other activities of an independent character
shall be taxable only in that Contracting State
unless he has a fixed base regularly available
to him in the other Contracting State for the
purpose of performing his activities. If he
has such a fixed base, the income may be taxed
in that other Contracting State but only so
much of it as is attributable to that fixed
base.

2, The term "professional services' includes,
especially, independent scientific, literary,
artistic, educational or teaching activities
as well as the independent activities of



T8

<

]
¢

B szt

~

AR O R U HH OB H QMR N 41.,9°

#+1H K
KK OB <K ROB 1+ | K o QRN REE S0
BEWEE R | ROELFAOHHENAVOREL NS W

BEEAOEL BHYORNS ONEAOREBENR OV B
PYORERIZROELKHELPELR S SBS M | RO
REN AL S OSBRIV VAP 00° @EIBRO
EXRHRPELS0RONY VORB RO OHEYR
SPE MNEROERAN L SYEEBENEAQNUR VW
700
CORHEEYRRLOR | ROEFHOHHNLIROE
RECPEoREY N SV EBHAOEBRYROVE KO0=
ROSHPNROOUUVNKEVOIW N | ROBEREYN
HSVPOLEBEWEAI OV VEP w0°
T OFBROWENRMME OEOVY ORI+ oW«
SEENMNDSROERELINE AV

(b)

FEBLMNE2ROERHOHEEH P ¥ SHEWX TN 2
ML R OELQ R0 A°

T EBERINEROERHARY MENQ &+ QI K 8H
NEENEERE s OVTEE 2 QL&A

(AR —VOER (B%) %&

physicians, lawyers, engineers, architects,
dentists and accountants,

Article 15

1. Subject to the provisions of Articles 16,
18, 19, 20 and 21, salaries, wages and other
similar remuneration derived by a resident
of a Contracting State in respect of an
employment shall be taxable only in that
Contracting State unless the employment is
exercised in the other Contracting State.

If the employment is so exercised, such re-
muneration as is derived therefrom may be
taxed in that other Contracting State,

2. Notwithstanding the provisions of paragraph
1, remuneration derived by a resident of a
Contracting State in respect of an employment
exercised in the other Contracting State shall
be taxable only in the first-mentioned Con-
tracting State if:

(a) the recipient is present in that
other Contracting State for a period
or periods not exceeding in the
aggregate 183 days in the calendar
Year concerned;

(b) the remuneration is paid by, or on
behalf of, an employer who is not
a resident of that other Contracting

State; and
(c)

borne by a
or a fixed

has in that

the remuneration is not
permanent establishment
base which the employer
other Contracting State.

HEl |
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3. Notwithstanding the preceding provisions
of this Article, remuneration in respect of
an employment exercised aboard a ship or
aircraft operated in international traffic
by an enterprise of a Contracting State may
be taxed in that Contracting State.

Article 16

Directors' fees and other similar payments
derived by a resident of a Contracting State
in his capacity as a member of the board of
directors of a company which is a resident
of the other Contracting State may be taxed
in that other Contracting State,

Article 17

1. Notwithstanding the provisions of Articles
14 and 15, income derived by an entertainer,
such as a theatre, motion picture, radio or
television artiste, and a musician, or by an
athlete, from his personal activities as such
may be taxed in the Contracting State in which
these activities of the entertainer or athlete
are exercised.

Such income shall, however, be exempt from
tax in that Contracting State if such activi-
ties are exercised by an individual, being a
resident: of the other Contracting State,
pursuant to a special programme for cultural
exchange agreed upon between the Governments
of the two Contracting States.

2. Where income in respect of personal activi-
ties as such of an entertainer or athlete
accrues not to that entertainer or athlete
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himself but to another person, that income

may, notwithstanding the provisions of Articles
7, 14 and 15, be taxed in the Contracting State
in which the activities of the entertainer or
athlete are exercised,

Such income shall  however, be exempt from
tax in that Contracting State if such income
is derived from the activities exercised by an
individual, being a resident of the other
Contracting State, pursuant to a special pro-
gramme for cultural exchange agreed upon
between the Governments of the two Contracting
States and accrues to another person who is a
resident of that other Contracting State,

Article 18

1, Subject to the provisions of paragraph 2 of
Article 19, pensions and other similar remuner-
ation paid to a resident of a Contracting State
in consideration of past employment and any
annuity paid to such a resident shall be
taxable only in that Contracting State,

2. The term "annuity" means a stated sum pay-
able periodically at stated times during life
or during a specified or ascertainable period
of time under an obligation to make the pay-
ments in return for adequate and full consider.
ation in money or money's worth,

Article 19

1, (a) Remuneration, other than a pension,

HEIN|
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paid by a Contracting State or a local author-
ity thereof to any individual in respect of
services rendered to that Contracting State

or local authority thereof, in the discharge
of functions of a governmental nature, shall
be taxable only in that Contracting State,

(b) However, such remuneration shall be
taxable only in the other Contracting State if
the services are rendered in that other Con-
tracting State and the recipient is a resident
of that other Contracting State who:

(i) is a national of that other
Contracting State; or

did not become a resident of that
other Contracting State solely for
the purpose of performing the
services,

(ii)

2, (a) Any pension paid by, or out of funds

to which contributions are made by, a Contract-
ing State or a local authority thereof to any
individual in respect of services rendered to
that Contracting State or local authority
thereof shall be taxable only in that Contract-
ing State,

(b) However, such pension shall be taxable
only in the other Contracting State if the
pensioner is a national of and a resident of
that other Contracting State,

3. The provisions of Articles 15, 16, 17 and
18 shall apply to remuneration and pensions in
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Article 20

A K HFEREVOIOURM S URITERY 4 CVRIr L 1. A professor or teacher who makes a temporary
mm.m.nazwﬁﬁk.b 1 f@ﬁmﬂ@&ﬂw.ﬂ\ :E.&@)K&%%ﬁ 1 visit to a Contracting State for a period not

exceeding two years for the purpose of teaching

HTEYVEHACREXERBFA0 Y BYEROERHES or conducting research at a university, college,
HIEH Y 1 0 = Xﬁﬂwhé@ﬁﬁ@ﬁ@%ﬁ@@%@%f@ school or other accredited educational insti-

tution, and who is, or immediately before such

NPY2QYEOIVPE” VORIEXOCHERYEOEEREY O w” visit was, a resident of the other Contracting
. . o ° State shall be taxable only in that other Con-
MBBDROBVEN A SVOSLHEBIEAON VR P20 tracting State in respect of remuneration for

such teaching or research,
a AORNUT HUOVEHONMOKEETHOYLNIELS 2. The provisions of paragraph 1 shall not
n . , o apply to income from research if such research
NERRQ/POHPROEEY QS P Y RESLS is undertaken primarily for the private benefit
of a specific person or persons.
W+ 1 &

Article 21

- | ROEREMRSVEEY R CVYERQEREC B u 1. >=.H:aw<wa:mw who is m.%mwwam:ﬁ OH.. a ﬂow.n
. , u " . tracting State at the beginning of his visit
FROOYE<SMONY KOS REONUNHE QmE-Y to the other Contracting State and who is
OV | RQOERERY | HTEVEHAQ2Q T MM temporarily vﬂwmwzﬁ in that other Contracting
ﬁ@%.ﬂ@ﬂﬁ%bﬁE#Bﬂﬂnﬁw&.ﬁ&ﬂiﬁ%@wﬁa « State for the primary purpose of —

NETOREY QoMM | ROEKRECE#EVREW S 0°

T ORI OROERHEOKI OO & R 8K (a) Studying at a university or other
4 accredited educational institution
K&%T@&T&»}%C&o in that other Contracting State, or
2 #EHHOMBEY NS RE XD Ve (b) Securing training required to qualify

him to practice a profession, or
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(¢) Studying or doing research as a
recipient of a grant, allowance or
award from governmental organizations
or from non-profit organizations such
as scientific, charitable, literary
or educational organizations,

shall be exempt from tax by that other Con-
tracting State with respect to the amounts
described in paragraph 2 for a period not
exceeding five taxable years from the date
of his arrival in that other Contracting
State,

2. The amounts referred to in paragraph 1
are —

(a) Gifts from abroad for the purpose
af his maintenance, education,
study, research, or training;

(b) The grant, allowance, or award;
and

(c) Income from personal services

performed in that other Contracting
State in an aggregate amount not

in excess of 600,000 Japanese yen
or its equivalent in Hungarian
forints during any taxable year,

Article 22

1, ltems of income of a resident of a Con-
tracting State, wherever arising, not dealt
with in the foregoing Articles of this Con-
vention shall be taxable only in that
Contracting State.

2. The provisions of paragraph 1 shall not
apply to income, other than income from
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immovable property as defined in paragraph 2

of Article 6, if the recipient of such income,
being a resident of a Contracting State,
carries on business in the other Contracting
State through a permanent establishment
situated therein, or performs in that other
Contracting State independent personal services
from a fixed base situated therein, and the
right or property in respect of which the in-
come is paid is effectively connected with such
permanent establishment or fixed base, In such
case the provisions of Article 7 or Article 1k,
as the case may be, shall apply.

Article 23

J.. Subject to the provisions of the laws of
Japan, in force on the date of signature of
this Convention, regarding the allowance as

a credit against Japanese tax of tax payable
in any country other than Japan and to any
subsequent modification of those provisions -—
which, however, shall not affect the principle
hereof —:

(a) Where a resident of Japan derives in-
come from the Hungarian People's Republic
which may be taxed in the Hungarian People's
Republic in accordance with the provisions of
this Convention, the amount of Hungarian tax
payable in respect of that income shall be
allowed as a credit against the Japanese tax
imposed on that resident, The amount of
credit, however, shall not exceed that part
of the Japanese tax which is appropriate to
that income,

(b) Where the income derived from the
Hungarian People's Republic is a dividend
paid by a company which is a resident of the

HEIP
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Hungarian People's Republic to a company
which is a resident of Japan and which owns
not less than 25 per cent either of the voting
shares of the company paying the dividend, or
of the total shares issued by that company,
the credit shall take into account the
Hungarian tax payable by the company paying
the dividend in respect of its income,.

2, In the Hungarian People's Republic double
taxation shall be eliminated as follows:

(a) Where a resident of the Hungarian
People's Republic derives income which, in
accordance with the provisions of this Con-
vention, may be taxed in Japan, the Hungarian
People's Republic shall, subject to the
provisions of sub-paragraphs (b) and (¢},
exempt such income from tax.

(b) Where a resident of the Hungarian
People's Republic derives items of income
which, in accordance with the provisions
of Articles 10, 11 and 12, may be taxed in
Japan, the Hungarian People's Republic shall
allow as a deduction from the tax on the
income of that resident an amount equal to
the tax paid in Japan. Such deduction shall
not, however, exceed that part of the tax,
as computed before the deduction is given
which is attributable to such items of income
derived from Japan.

(¢) Where in accordance with any provision
of this Convention income derived by a resi-
dent of the Hungarian People's Republic is
exempt from tax in the Hungarian People's
Republic, the Hungarian People's Republic may
nevertheless, in calculating the amount of
tax on the remaining income of such resident,
take into account the exempted income.
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Article 24

1. The nationals of a Contracting
whether or not they are residents of one of
the Contracting 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 nationals
of that other Contracting State in the same
circumstances are or may be subjected.

State,

2, The taxation on a permanent establishment
which an enterprise of a Contracting State
has in the other Contracting State shall not
be less favourably levied in that other Con-
tracting State than the taxation levied on
enterprises of that other Contracting State
carrying on the same activities.

This provision shall not be construed as
obliging a Contracting State to grant to
residents of the other Contracting State any
personal allowances, reliefs and reductions
for taxation purposes on account of civil
status or family responsibilities which it
grants to its own residents,

3. Enterprises 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 more burdensome than the taxation and
connected requirements to which other similar

enterprises of the first-mentioned Contracting
State are or may be subjected.
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4. The provisions of this Article shall, not-
withstanding the provisions of Article 2,
apply to taxes of every kind and description,

Article 25

1. Where a person considers that the actions
of one or both of the Contracting States
result or will result for him in taxation

not in accordance with the provisions of

this Convention, he may, irrespective of

the remedies provided by the domestic laws

of those Contracting States, present his

case to the competent authority of the Con-
tracting State of which he is a resident or,
if his case comes under paragraph 1 of Article
24, to that of the Contracting State of which
he is a national, The case must be presented
within three years from the first notification
of the action resulting in taxation not in
accordance with the provisions of this Con-
vention,

2, The competent authority shall endeavour,

if the objection appears to it to be justified
and if it is not itself able to arrive at a
satisfactory solution, to resolve the case by
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 the provisions of this Con-
vention. Any agreement reached shall be

implemented notwithstanding any time limits
in the domestic laws of the Contracting States.

3. The competent authorities of the Contracting
States shall endeavour to resolve by mutual
agreement any difficulties or doubts arising
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as to the interpretation or application of this
Convention, They may also consult together

for the elimination of double taxation in cases
not provided for in this Convention.

4, The competent authorities of the Contracting
States may communicate with each other directly
for the purpose of reaching an agreement in the
sense of the preceding paragraphs.

Article 26

1. The competent authorities of the Contract-
ing States shall exchange such information as
is necessary for the carrying out of this
Convention and of the domestic laws of the
Contracting States concerning taxes covered

by this Convention insofar as the taxation
thereunder is in accordance with the provisions
of this Convention, Any information so ex-
changed shall be treated as secret and shall
not be disclosed to any persons or authorities
other than those concerned with the assessment
or collection of the taxes which are the subject
of this Convention,

2. In no case shall the provisions of paragraph
1 be construed so as to impose on a Contracting
State the obligation:

(a) to carry out administrative measures
at variance with the laws or the
administrative practice of that or

of the other Contracting State;

(b) to supply particulars which are
not obtainable under the laws or
in the normal course of the ad-
ministration of that or of the
other Contracting State; or
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(c) to supply information which would
disclose any trade, business,
industrial, commercial or pro-
fessional secret or trade process,
or information, the disclosure of
which would be contrary to public
policy.

Article 27

Nothing in this Convention shall affect
the fiscal privileges of members of diplomatic
or consular missions under the general rules
of international law or under the provisions
of special agreements.

Article 28

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

2. This Convention shall enter into force on
the thirtieth day after the date of the ex-
change of instruments of ratification and shall
be applicable in both Contracting States as
respects income for any taxable year beginning
on or after the first day of January in the
calendar year next following that in which this
Convention enters into force.

Article 29

This Convention shall continue in effect
indefinitely but either Contracting State may,
on or before the thirtieth day of June in any
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calendar year beginning after the expiration

of a period of five years from the date of its
entry into force, give to the other Contracting
State, through the diplomatic channel, written
notice of termination and, in such event, this
Convention shall cease to be effective in both
Contracting States as respects income for any
taxable year beginning on or after the first
day of January in the calendar year next follow-
ing that in which the notice of termination is
given,

IN WITNESS WHEREOF the undersigned, being

duly authorized thereto, have signed this
Convention,

DONE in duplicate at Budapest, on the
13th day of February, 1980, in the English
language.

For Japan: For the Hungarian
People's Republic:

A Vincze Imre
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(Hungarian Note)

Budapest, February 13, 1980

Excellency,

I have the honour to refer to the Convention
between the Hungarian People's Republic and
Japan for the Avoidance of Double Taxation with
respect to Taxes on Income which was signed
today and to confirm on behalf of the Govern-
ment of the Hungarian People's Republic, the
following understandings reached between the
two Governments:

1, With reference to paragraph 2 of Article 4,
where an individual is a resident of both
Contracting States the question shall be set-
tled by mutual agreement taking into considera-
tion 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 in which his centre
of vital interests is located;

(b) If the Contracting State in which he
has his centre of vital interests cannot
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;
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(c) If he has an habitual abode in both
Contracting States or in neither of
them, he shall be deemed to be a
resident of the Contracting State of
which he is a national;

(d) If he is a national of both Contracting
States or of neither of them 6 the
competent authorities of the Contracting
States shall settle the question by
mutual agreement,

2, With reference to paragraph 1 and sub-
paragraph (d) of paragraph 4 of Article 5, it
is understood that the term '"place of business"
includes a place of production,

3. With reference to Article 7, it is under-
stood that no profits shall be attributed to a
permanent establishment by reason of the mere
delivery to that permanent establishment of
goods or merchandise for its use,

4, With reference to Article 8, it is confirmed
that the provisions of the said Article shall
also apply where an enterprise of a Contracting
State engaged in the operation of ships or
aircraft in international traffic has a perma-
nent establishment in the other Contracting
State, and, further, that the provisions of

the said Article shall also apply to profits
derived from the auxiliary activities connected
with the operation of ships or aircraft in
international traffic,

5. With reference to Article 16, it is under-
stood that the term "a member of the board

of directors of a company'" includes a member
of a supervisory board of a Hungarian company,

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

I avail myself of this opportunity to extend
to Your Excellency the assurance of my highest
consideration,

Vincze Imre
Deputy Minister of Finance

His Excellency

Mr Shinichi Sugihara
Ambassador Extraordinary and
Plenipotentiary of Japan to

the Hungarian People's Republic
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(Japanese Note)

Budapest, February 13, 1980
Excellency,

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

"(Hungarian Note)"

I have further the honour to confirm the
understandings contained in Your Excellency's
Note, on behalf of the Government of Japan.

I avail myself of this opportunity to extend
to Your Excellency the assurance of my highest
consideration,

ERE-—

Ambassador Extraordinary
and Plenipotentiary of Japan

His Excellency
Dr. Imre Vincze
Deputy Minister of Finance
Hungarian People's Republic

P



(ANR=~-VOEE (BE) &

HH

(403e)
VONED KAHEV{NRS - <EHZHVOEN RN Rp RN R P! HERECEHR
SNYNEHEOLOQ e’





