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CONVENTION BETWEEN JAPAN AND
THE REPUBLIC OF THE PHILIPPINES FOR
THE AVOIDANCE OF DOUBLE TAXATION AND
THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME

Japan and the Republic of the Philippines,

Desiring to conclude a Convention for the
avoidance of double taxation and the prevention
of fiscal evasion with respect to taxes on income,

Have agreed as follows:

Article 1

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

Article 2

(1) The taxes which are the subject of this Con-
vention are:

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

(b) In the case of the Philippines, the
Philippine income tax (hereinafter
referred to as "Philippine tax'").

(2) This Convention shall also apply to any
identical or substantially similar taxes which
are imposed after the date of signature of this
Convention in addition to, or in place of,
those referred to in the preceding paragraph.
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The competent authorities of the Contracting
States shall notify to each other any sub-
stantial changes which have been made in their
respective taxation laws within a reasonable
period of time after such changes.

(1) For

Article 3

the purposes of this Convention, unless

the context otherwise requires:

(a)

(b)

(c)

(e)

(f)

(g)

the term '"Japan'", when used in a geo-
graphical sense, means all the territory
in which the laws relating to Japanese
tax are in force;

the term '"the Philippines'' means the
Republic of the Philippines and, when
used in a geographical sense, means
the territory comprising the Republic
of the Philippines;

the terms "a Contracting State" and
"the other Contracting State' mean
Japan or the Philippines, as the
context requires;

the term '"tax" means Japanese tax or
Philippine tax, as the context
requires;

the term '"person' comprises an in-
dividual, a company and any other
body of persons;

the term "company'" means any body
corporate or any entity which is
treated as a body corporate for tax
purposes;

the terms "enterprise of a Contracting
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(h)

(i)

(3)

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 State;

the term "nationals'' means:

(i) in relation to the Philippines,
all individuals possessing the
citizenship of the Philippines
and all juridical persons created
or organized under the laws of
the Philippines and all organi-
zations without juridical per-
sonality treated for the purposes
of Philippine tax as juridical
persons created or organized under
the laws of the Philippines; and

in relation to Japan, all indi-

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

(idi)

of Japan and all organizations with-

out juridical personality treated
for the purposes of Japanese tax
as juridical persons created or
organized under the laws of Japan;

the term "international traffic" means
any transport by a ship or aircraft
operated by an enterprise of a Con-
tracting State, except when the ship
or aircraft is operated solely between
places in the other Contracting State;

the term '"competent authority'" in
relation to a Contracting State means
the Minister of Finance of that Con-
tracting State or his authorized
representative,

| Ol
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(2) As regards the application of this Con-
vention by a Contracting State, any term not
defined in this Convention shall, unless the
context otherwise requires, have the meaning
which it has under the laws of that Contracting
State concerning the taxes to which this Con-
vention applies,

Article 4

(1) For the purposes of this Convention, the
term "resident of a Contracting State'" means
any person who, under the laws of that Con-
tracting State, is liable to tax therein by
reason of his domicile, residence, place of
head or main office, place of inco¥poration
or any other criterion of a similar nature.
But this term does not include any person who
is liable to tax in that Contracting State in
respect only of income from sources therein,

(2) Where by reason of the provisions of the
preceding paragraph a person is a resident of
both Contracting States, then the competent
authorities of the Contracting States shall
determine by mutual agreement the Contracting
State of which that person shall be deemed

to be a resident for the purposes of this
Convention,

Article 5

(1) For the purposes of this Convention, the
term ''permanent establishment" means a fixed
place of business through which the business
of an enterprise is wholly or partly carried
on,
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(2) The term '"permanent establishment'" includes
especially:

(a) a store or other sales outlet;
(b) a branch;

(c) an office;

(d) a factory;

(e) a workshop;

(f) a warehouse;

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

(3) A building site or construction or in-
stallation project constitutes a permanent
establishment only if it lasts more than six
months.

(4) Notwithstanding the preceding provisions
of this Article, the term "permanent establish-
ment" shall be deemed not 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 merchandise belonging to the
enterprise solely for the purpose
of storage, display or delivery;

(c) the maintenance of a stock of goods
or merchandise belonging to the
enterprise solely for the purpose
of processing by another enterprise;

(d) the maintenance of a fixed place of
business solely for the purpose of
purchasing goods or merchandise, or

| OKH
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of collecting information, for the
enterprise;

(e) the maintenance of a fixed place of
business solely for the purpose of
carrying on, for the enterprise,
any other activity of a preparatory
or auxiliary character;

(f) the maintenance of a fixed place of
business solely for any combination
of activities mentioned in sub-
paragraphs (a) to (e), provided
that the overall activity of the
fixed place of business resulting
from this combination is of a pre-
paratory or auxiliary character.

(5) Where a person -— other than an agent of
an independent status to whom paragraph (7)
applies — is acting in a Contracting State

on behalf of an enterprise of the other Con-
tracting State, that enterprise shall be deemed
to have a permanent establishment in the
first-mentioned Contracting State in respect

of any activities which that person undertakes
for the enterprise, if:

(a) that person has, and habitually
exercises in the first-mentioned
Contracting State, an authority to
conclude contracts in the name of
the enterprise, unless his activities
are limited to those mentioned in
paragraph (4) which, if exercised
through a fixed place of business,
would not make this fixed place of
business a permanent establishment
under the provisions of that para-
graph; or

(b) that person regularly secures orders
in the first-mentioned Contracting
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State wholly or almost wholly for
the enterprise itself or for the
enterprise and other enterprises
which control or are controlled by
that enterprise; or

(c) that person maintains in the first-
mentioned Contracting State a stock
of goods or merchandise belonging to
the enterprise from which he regularly
fills order on behalf of the enterprise.

(6) An enterprise of a Contracting State shall
be deemed to have a permanent establishment in
the other Contracting State if it furnishes in
that other Contracting State consultancy
services, Oor supervisory services in con-
nection with a contract for a building,
construction or installation project through
employees or other personnel — other than

an agent of an independent status to whom
paragraph (7) applies —, provided that such
activities continue (for the same project or
two or more connected projects) for a period
or periods aggregating more than six months
within any taxable year. However, if the
furnishing of such services is effected under
an agreement between the Governments of the
two Contracting States regarding economic or
technical cooperation, that enterprise shall,
notwithstanding any provisions of this Article,
not be deemed to have a permanent establishment
in that other Contracting State.

(7) An enterprise of a Contracting State shall

not be deemed to have a permanent establishment

in the other Contracting State merely because

it carries on business in that other Contracting
State through a bona fide broker, general com-
mission agent or any other agent of an independent
status, provided that such persons are acting

in the ordinary course of their business,

| 0P



ERN
%8
B EE

Bic

—

MY =U NV EE (BE) &

T I ROEXHEOHHNRPAMHK<LL 2ROERHEOMH
HEOQH<H I CIROERARNY & S Wl #k ([EL
BER | WEODVPELRSORMREEL LS ) WooH<W
B XEVLS OE MBS SOV SOHKOLE-O
PE SERS0 T ROH<» BROHKO [EKE 87 |
VR N

S EEHENO | ROERFOUHR HEE<SXEL KN
(ENBHEAOEHS QO FEWEA L E W) &l Df
2ROELEARVXET ONE (MEKKN K QKEKLTONE
W) WA B X P MR R Q R BV A0 €KO
K& (EEEPE )M eRON T IR IS
ROERERY [E<K<EEM ] WiZ4H0»20 U400

A

T I ROERMOHHNIIROERA N LA QKM <
OREAQERYZOVYL MRDROERENY & SWVER
WEA QN AU R P e

M@ OFMETY MNEHRIEACERE QO HEH
T4 rQ I IR AR 10 2 Q U4 Q0 KRN TS S R0
Mo’ NENEMACEE X CERYE S OSSR
MM EXAORME" KEHYRSC | BHORNY QHEE RO
BT KEHEHEEASYHET ¥VY020KEEEQEKE
HOKEQBERTOREVOVEE (UER/EH OV SQORKE
QWE-Q& SO WKEEAQET wem°® EEXDEMBE L’

| OK<

(8) 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 Contracting State (whether through
a permanent establishment or otherwise), shall
not of itself constitute either company a
permanent establishment of the other.

(9) An insurance enterprise of a Contracting
State shall, except in regard to re-insurance,
be deemed to have a permanent establishment in
the other Contracting State, if it collects
premiums in that other Contracting State or
insures risks situated therein through an
employee or through a representative who is
not an agent of an independent status within
the meaning of paragraph (7).

Article 6

(1) Income derived by a resident of a Con-
tracting State from immovable property situated
in the other Contracting State may be taxed in
that other Contracting State,

(2) The term "immovable property" shall have
the meaning which it has under the laws of the
Contracting State in which the property in
question is situated. The term shall in any
case include property accessory to immovable
property, livestock and equipment used in agri-
culture and forestry, rights to which the
provisions of general law respecting immovable
property apply, usufruct of immovable property
and rights to variable or fixed payments as
consideration for the working of, or the right
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to work, mineral deposits, sources and other
natural resources; ships and aircraft shall
not be regarded as immovable property.

(3) The provisions of paragraph (1) shall apply
to income derived from the direct use, letting,
or use in any other form of immovable property,

(4) The provisions of paragraphs (1) and (3)
shall also apply to the income from immovable
property of an enterprise and to income from
immovable property used for the performance
of independent personal services,

Article 7

(1) The profits of an enterprise of a Con-
tracting State shall be taxable only in that
Contracting State unless the enterprise carries
on business in the other Contracting State
through a permanent establishment situated
therein., If the enterprise carries on business
as aforesaid, the profits of the enterprise

may be taxed in that other Contracting State
but only so much of them as is attributable

to that permanent establishment.

(2) Subject to the provisions of paragraph (3),
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 Contracting 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
wholly independently with the enterprise of

| OKR
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which it is a permanent establishment.

(3) In determining the profits of a permanent
establishment, there shall be allowed as
deductions expenses which are incurred for

the purposes of the permanent establishment,
including executive and general administrative
expenses so incurred, whether in the Contract-
ing State in which the permanent establishment
is situated or elsewhere.

(4) Insofar as it has been customary in a
Contracting State to determine the profits

to be attributed to a permanent establishment
on the basis of an apportionment of the total
profits of the enterprise to its various parts,
nothing in paragraph (2) shall preclude that
Contracting State from determining the profits
to be taxed by such an apportionment as may be
customary; the method of apportionment adopted
shall, however, be such that the result shall
be in accordance with the principles contained
in this Article.

(5) No profits shall be attributed to a perma-
nent establishment by reason of the mere
purchase by that permanent establishment of
goods or merchandise for the enterprise.

(6) For the purposes of the preceding paragraphs,
the profits to be attributed to the permanent
establishment shall be determined by the same
method year by year unless there is good and
sufficient reason to the contrary.

(7) Where profits include items of income which
are dealt with separately in other Articles of
this Convention, then the provisions of those
Articles shall not be affected by the provisions
of this Article.
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Article 8

(1) The profits of an enterprise of a Contract-

ing State derived in the other Contracting State

from the operation of ships or aircraft in
international traffic may be taxed in that
other Contracting State, but the tax so
charged shall be 60 per cent of the tax which
is chargeable under the laws of that other
Contracting State in force on the date of
signature of this Convention.

(2) The provisions of the preceding paragraph
shall also apply to profits from the partici-
pation in a pool, a joint business or an
international operating agency.

Article 9

Where

(a) an enterprise of a Contracting State
participates directly or indirectly
in the management, control or capital
of an enterprise of the other Con-
tracting State, 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 State,

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 inde-
pendent enterprises, then any profits which
would, but for those conditions, have accrued
to one of the enterprises, but, by reason of

O+ |
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those conditions, have not so accrued, may be
included in the profits of that enterprise
and taxed accordingly.

Article 10

(1) Dividends paid by a company which is a
resident of a Contracting State to 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 laws of that Contracting
State, but if the recipient is the beneficial
owner of the dividends the tax so charged
shall not exceed:

(a) 10 per cent of the gross amount of
the dividends if the beneficial
owner is a company which holds
directly at least 25 per cent
either of the voting shares of the
company paying the dividends or
of the total shares issued by that
company during the period of six
months immediately preceding the
date of payment of the dividends;

(b) 25 per cent of the gross amount of
the dividends in all other cases.

The provisions of this paragraph shall not
affect the taxation of the company in respect
of the profits out of which the dividends are
paid.
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(3) Notwithstanding the provisions of para-
graph (2), the amount of tax imposed by the
Philippines on the dividends paid by a company,
being a resident of the Philippines, registered
with the Board of Investments and engaged in
preferred pioneer areas of investment under the
investment incentives laws of the Philippines
to a resident of Japan, who is the beneficial
owner of the dividends, shall not exceed 10 per
cent of the gross amount of the dividends.

(&) 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 tax-
ation laws of the Contracting State of which

the company making the distribution is a
resident,

(5) The provisions of paragraphs (1), (2) and
(3) shall not apply if the beneficial owner

of the dividends, being a resident of a Con-
tracting State, carries on business in the
other Contracting State of which the company
paying the dividends is a resident, through

a permanent establishment situated therein, or
performs in that other Contracting State inde-
pendent personal services from a fixed base
situated therein, and the holding in respect
of which the dividends are paid is effectively
connected with such permanent establishment or
fixed base. In such case the provisions of
Article 7 or Article 14, as the case may be,
shall apply.

(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, except in-
sofar as such dividends are paid to a resident

| O
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of that other Contracting State or insofar as
the holding in respect of which the dividends
are paid is effectively connected with a per-
manent establishment or a fixed base situated
in that other Contracting State, nor subject
the company's undistributed profits to a tax
on the company's 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 11

(1) Interest arising in a Contracting State

and paid to a resident of the other Contracting
State may be taxed in that other Contracting
State.

(2) However, such interest may also be taxed
in the Contracting State in which it arises,
and according to the laws of that Contracting
State, but if the recipient is the beneficial
owner of the interest the tax so charged shall
not exceed:

(a) 10 per cent of the gross amount of
the interest if the interest is paid
in respect of Government securities,
or bonds or debentures;

(b) 15 per cent of the gross amount of
the interest in all other cases,.

(3) Notwithstanding the provisions of para-
graph (2), the amount of tax imposed by the
Philippines on the interest paid by a company,
being a resident of the Philippines, registered
with the Board of Investments and engaged in
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preferred pioneer areas of investment under the
investment incentives laws of the Philippines
to a resident of Japan, who is the beneficial
owner of the interest, shall not exceed 10

per cent of the gross amount of the interest,

(4) Notwithstanding the provisions of para-
graphs (2) and (3), interest arising in a
Contracting State and derived by the Government
of the other Contracting State including
political subdivisions and local authorities
thereof, the Central Bank of that other Con-
tracting State or any financial institution
wholly owned by that Government, or by any
resident of the other Contracting State with
respect to debt-claims guaranteed or indirectly
financed by the Government of that other Con-
tracting State including political subdivisions
and local authorities thereof, the Central Bank
of that other Contracting State or any financial
institution wholly owned by that Government
shall be exempt from tax in the first-mentioned
Contracting State.

paragraph, the
wholly owned by

For the purposes of this
term "financial institution
the Government'" means:

(a) In the case of Japan, the Export-
Import Bank of Japan, the Overseas
Economic Cooperation Fund and the
Japan International Cooperation
Agency;

(b) In the case of the Philippines, the
Development Bank of the Philippines;

and

(c) Any such financial institution the
capital of which is wholly owned
by the Government of either Con-
tracting State, other than those

referred to in sub-paragraphs (a)

| OPH
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and (b) above, as may be agreed
from time to time between the
Governments of the two Contracting
States,

(5) The term "interest" as used in this Article

means income from debt-claims of every kind,
whether or not secured by mortgage and whether
or not carrying a right to participate in the
debtor's profits, and in particular, income
from Government securities and income from
bonds or debentures, H:owcﬂwnm premiums and
prizes attaching to such securities, bonds

or debentures.

(6) The provisions of paragraphs (1), (2) and
(3) above shall not apply if the beneficial
owner of the interest, being a resident of

a Contracting State, carries on business in
the other Contracting State in which the
interest arises, through a permanent estab-
lishment situated therein, or performs in
that other Contracting State independent
personal services from a fixed base situated
therein, and the debt-claim in respect of
which the interest is paid is effectively
connected with such permanent establishment
or fixed base, In such case the provisions
of Article 7 or Article 14, as the case may
be, shall apply. *

(7) Interest shall be deemed to arise in a
Contracting State when the payer is that
Contracting State itself, a political sub-
division or a local authority thereof 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 establishment or a fixed base in
connection with which the indebtedness on
which the interest is paid was incurred, and
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such interest is borne by such permanent
establishment or fixed base, then such

interest shall be deemed to arise in the
Contracting State in which the permanent
establishment or fixed base is situated.

(8) Where, by reason of a special relation-
ship between the payer and the beneficial

owner or between both of them and some other
person, the amount of the interest, having
regard to the debt-claim for which it is 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 taxable
according to the laws of each Contracting
State, due regard being had to the other
provisions of this Convention.

Article 12

(1) Royalties arising in a Contracting State
and paid to a resident of the other Contracting
State may be taxed in that other Contracting
State.

(2) However, such royalties may also be taxed
in the Contracting State in which they arise,
and according to the laws of that Contracting
State, but if the recipient is the beneficial
owner of the royalties the tax so charged shall
not exceed:

(a) 15 per cent of the gross amount of
the royalties if the royalties are
paid in respect of the use of or
the right to use cinematograph

| Ohd
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films and films or tapes for radio
or television broadcasting;

(b) 25 per cent of the gross amount of
the royalties in all other cases.

(3) Notwithstanding the provisions of para-
graph (2), the amount of tax imposed by the
Philippines on the royalties paid by a company,
being a resident of the Philippines, registered
with the Board of Investments and engaged in
preferred pioneer areas of investment under the
investment incentives laws of the Philippines
to a resident of Japan, who is the beneficial
owner of the royalties, shall not exceed 10

per cent of the gross amount of the royalties.

(4) The term "royalties'" as used in this
Article 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 cine-
matograph films and films or tapes for radio
or television broadcasting, 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
industrial, commercial or scientific experi-
ence,

(5) The provisions of paragraphs (1), (2) and
(3) shall not apply if the beneficial owner

of the royalties, being a resident of a Con-
tracting State, carries on business in the
other Contracting 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
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with such permanent establishment or fixed
base. In such case the provisions of Article
7 or Article 14, as the case may be, shall
apply.

(6) Royalties shall be deemed to arise in a
Contracting State when the payer is that
Contracting State itself, a political sub-
division or a local authority thereof 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 or a fixed base in
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.

(7) Where, by reason of a special relation-
ship 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 taxable according to the laws of
each Contracting State, due regard being had
to the other provisions of this Convention,

Article 13

(1) Gains derived by a resident of a Con-

| OPR
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tracting State from the alienation of immovable
property as defined in paragraph (2) of Article
6 and situated in the other Contracting State
may be taxed in that other Contracting State.

(2) Gains from the alienation of any property,
other than immovable property, forming part of
the business property of a permanent establish-
ment which an enterprise of a Contracting

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 performing
independent personal 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 Contract-
ing State from the alienation of ships or
aircraft operated in international traffic and
any property, other than immovable property,
pertaining to the operation of such ships or
aircraft shall be taxable only in that Con-
tracting State,

(4) Gains from the alienation of shares of a
company, a partnership or a trust the property
of which consists principally of immovable
property situated in a Contracting State, may
be taxed in that Contracting State.

(5) Gains from the alienation of any property
other than those referred to in paragraphs

(1), (2), (3) and (4) shall be taxable only

in the Contracting State of which the alienator
is a resident,
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Article 14

(1) Income derived by a resident of a Contract-
ing 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 or he is
present in that other Contracting State for a
period or periods exceeding in the aggregate
120 days in the calendar year concerned., If

he has such a fixed base or remains in that
other Contracting State for the aforesaid
period or periods, the income may be taxed in
that other Contracting State but only so much
of it as is attributable to that fixed base or
is derived in that other Contracting State
during the aforegaid period or periods.

(2) The term "professional services" includes,
especially, independent scientific, literary,
artistic, educational or teaching activities
as well as the independent activities of phy-
sicians, 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

0%
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exercised, such remuneration as is derived
therefrom may be taxed in that other Con-
tracting 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, and

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

(c) the remuneration is not borne by a
permanent establishment or a fixed
base which the employer has in that
other Contracting State.

(3) Notwithstanding the preceding provisions
of this Article, remuneration derived 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
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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 Article
14 and 15, income derived by a resident of a
Contracting State as an entertainer, such as

a theatre, motion picture, radio or television
artiste, or a musician, or as an athlete,

from his personal activities as such exercised
in the other Contracting State, may be taxed
in that other Contracting State.

Such income shall, however, be exempt from
tax in that other Contracting State if such
activities are exercised pursuant to a special
programme between the Governments of the two
Contracting States for cultural exchange and
supported substantially from the public funds
of either Contracting State or a political
subdivision or a local authority thereof or
from the funds of a statutory body or a non-
profit organization thereof.

(2) Where income in respect of personal activi-
ties exercised in a Contracting State by an
entertainer or an athlete in his capacity as
such accrues not to the entertainer or athlete
himself but to another person who is a resident
of the other Contracting State, that income
may, notwithstanding the provisions of Articles
7, 14 and 15, be taxed in the first-mentioned
Contracting State.

Such income shall, however, be exempt from
tax in the first-mentioned Contracting State
if such activities are exercised by an enter-
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tainer or athlete who is a resident of that
other Contracting State pursuant to a special
programme between the Governments of the two
Contracting States for cultural exchange and
supported substantially from the public funds
of either Contracting State or a political
subdivision or a local authority thereof or
from the funds of a statutory body or a non-
profit organization thereof,

Article 18

Subject to the provisions of paragraph (2)
of Article 19, pensions and other similar
remuneration paid to a resident of a Contract-
ing State in consideration of past employment
and annuities paid to such a resident shall
be taxable only in that Contracting State.

Article 19

(1) (a) Remuneration, other than a pension,
paid by a Contracting State, or a political
subdivision or a local authority thereof to
an individual in respect of services rendered
to that Contracting State, or political sub-
division or local authority thereof, in the
discharge of functions of a governmental
nature, shall be taxable only in that Con-
tracting State.

(b) However, such remuneration shall be
taxable only in the other Contracting State
if the services are rendered in that other
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Contracting State and the individual 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 Con-
tracting State, or a political subdivision

or a local authority thereof to an individual
in respect of services rendered to that
Contracting State, or political subdivision
or local authority thereof shall be taxable
only in that Contracting State.

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

(3) The provisions of Articles 15, 16, 17 and
18 shall apply to remuneration or pensions in
respect of services rendered in connection
with a business carried on by a Contracting
State or a political subdivision or a local
authority thereof.

Article 20

(1) A professor, teacher or researcher who

| O<H
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makes a temporary visit to a Contracting State
for a period not exceeding two years solely

for the purpose of teaching or conducting
research at a university, college, school or
other accredited educational institution and
who is, or immediately before such visit was,

a resident of the other Contracting State shall
be exempt from tax of the first-mentioned
Contracting State in respect of remuneration
for such teaching or research.

(2) The provisions of the preceding paragraph
shall not apply to income from research if

such research is undertaken primarily for the
private benefit of a specific person or persons,

Article 21

(1) An individual who is a resident of a Con-
tracting State at the beginning of his visit
to the other Contracting State and who is
temporarily present in that other Contracting
State for the primary purpose of:

(a) studying at a university or other
accredited educational institution
in that other Contracting State;
or

(b) securing training required to qualify
him to practice a profession or a
professional speciality; or

(¢) studying or conducting research as
a recipient of a grant, allowance or
award from a governmental 6 religious,
charitable, scientific, literary or
educational organization;

shall be exempt from tax in that other Con-
tracting State with respect to:
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(i) remittance from abroad for
the purpose of his maintenance,
education, study, research or
training;
(ii) the grant, allowance or award;
and
(iii) income from his personal
services rendered in that
other Contracting State in
an amount not exceeding
1,500 United States dollars
or its equivalent in Japanese
yen or Philippine pesos during
any calendar year.

(2) The benefits under the provisions of the
preceding paragraph shall only extend for
such period of time as may be reasonably or
customarily required to effectuate the
purpose of the visit, but in no event shall
any individual have the benefits of the said
paragraph for more than five consecutive
years in the case of paragraph (1)(a) and
more than three consecutive years in the
case of paragraphs (1)(b) and (1)(c).

(3) An individual who is a resident of a
Contracting State at the beginning of his
visit to the other Contracting State and who
is present in that other Contracting State
for a period not exceeding one year, as an
employee of, or under contract with, a
resident of the first-mentioned Contracting
State, for the primary purpose of acquiring
technical, professional or business experience
from a person other than that resident of the
first-mentioned Contracting State shall be
exempt from tax in that other Contracting
State on the remuneration for such period for
his personal services performed in connection

[O<P



—

ks
‘g0

Ne=u NV ERE (BE) &2

KE A XGORTHOVERNT=UN « C AN G VO E
MW S HAN BHQO

| ROERANBSYHEY K SPRROEREA O HHR
CHONYE<SPERANN MR | ROERAC KL R HEC
REYHEAORVOVRE ERXEEPSHEmEY
OV | WS SEENN | ROBERERLNEEA»Q
O VORE BEXEURHSRH OV REACTUO<E
KV EAOVOREQERNY Q0 MM | ROBRENS
CVERNREURCO YN B L O E A0 4 -
N ROEXERVY HEL S @EVO ket HEEY &
e dxBméETHIVEN T N o XK 0O M
EWR S SHEURBERC

®IH %

| ROEXHEOHHENO KR (BERVWELLS®) Ve
Y BHRLESLOERIVE MR I ROEREN LS Y
Ot EEWEAONVRP 20C

TORKNYE | ROERHEOMHRPOVER (BRKKS
NRBEAQKEHQOH O EENEV ) QOMBERR ER
QERAN &S VIR0 ERE LN AC BB WA
DVEHHLESHKEMNEROEREN 4 S INSEROE

_ elrd
~~

with the acquisition of such experience, if
the total of the amount received from abroad
and the amount paid in that other Contracting
State does not exceed 4,000 United States
dollars or its equivalent in Japanese yen or
Philippine pesos during any calendar year.

(4) An individual who is a resident of a
Contracting State at the beginning of his
visit to the other Contracting State and who
is present in that other Contracting State

for a period not exceeding one year, as a
participant in a programme sponsored by the
Government of that other Contracting State,
for the primary purpose of training, research
or study shall be exempt from tax in that other
Contracting State on the remuneration for such
period for his personal services performed in
connection with such training, research or
study, if the total of the amount received
from abroad and the amount paid in that other
Contracting State does not exceed 4,000 United
States dollars or its equivalent in Japanese
yen or Philippine pesos during any calendar
year,

Article 22

(1) Items of income of a resident of a Con-
tracting State, wherever arising, not dealt
with in the foregoing Articles of this
Convention shall be taxable only in that Con-
tracting State.

(2) The provisions of the preceding paragraph
shall not apply to income, other than iIncome
from 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
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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 income is paid
is effectively connected with such permanent
establishment or fixed base, In such case the
provisions of Article 7 or Article H#, as the
case may be, shall apply.

Article 23

(1) Subject to the laws of Japan regarding

the allowance as a credit against Japanese

tax of tax payable in any country other than
Japan, Philippine tax payable in respect of
income derived from the Philippines shall be
allowed as a credit against Japanese tax
payable in respect of that income. Where such
income is a dividend paid by a company which
is a resident of the Philippines 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 Philippine
tax payable by the company paying the dividend
in respect of its income.

(2) Subject to the laws of the Philippines
regarding the allowance as a credit against
Philippine tax of tax payable in any country
other than the Philippines, Japanese tax

payable in respect of income derived from

Japan shall be allowed as a credit against
Philippine tax payable in respect of that
income. Where such income is a dividend paid
by a company which is a resident of Japan to

a company which is a resident of the Philippines

|OXR
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and which owns the majority 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 Japanese tax payable

by the company paying the dividend in respect

of its income.

(3) For the purposes of the credit referred to

in the first sentence of paragraph (1), Philippine

tax shall always be considered as having been
paid at the rate of 20 per cent in the case of
dividends to which the provisions of paragraph
(3) of Article 10 apply, and at the rate of 15
per cent in the case of interest to which the
provisions of paragraph (2)(a) or (3) of Article
11 apply, and in the case of royalties to which
the provisions of paragraph (3) of Article 12

apply.

Article 24

(1) Nationals of a Contracting State 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.

(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
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purposes on account of civil status or family
responsibilities which it grants to its own
residents,

(3) Except where the provisions of Article 9,
paragraph (8) of Article 11, or paragraph

(7) of Article 12, apply, interest, royalties
and other disbursements paid by an enterprise
of a Contracting State to a resident of the
other Contracting State shall, for the purpose
of determining the taxable profits of such
enterprise, be deductible under the same
conditions as if they had been paid to a
resident of the first-mentioned Contracting
State.

(4) 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
other or more burdensome than the taxation
and connected requirements to which other
similar enterprises of the first-mentioned
Contracting State are or may be subjected.

(5) The provisions of this Article shall,
notwithstanding the provisions of Article 2,
apply to taxes of every kind and description,

(6) Notwithstanding the preceding provisions
of this Article, the Philippines may limit to
its nationals the enjoyment of tax incentives
granted under:

(a) the Investment Incentives Act (Re-
public Act No.5186), the Export
Incentives Act (Republic Act
No.6135), the Investment Incentives
Program for the Tourism Industry

|OR 1
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(Presidential Decree No.535) or the
Agricultural Investment Incentives
Act (Presidential Decree No.1159)

so far as it was in force on, and
has not been modified since, the

date of signature of this Convention,
or has been modified only in minor
respects so as not to affect its
general character; or

(b) any other enactment adopted by the
Philippines in pursuance of its
programme of economic development
which may be determined by mutual
agreement between the Governments
of the two Contracting States.

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 laws of those Con-
tracting States, present his case to the
competent authority of the Contracting 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
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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 the provisions of this Con-
vention,

(3) The competent authorities of the Contracting
States shall endeavour to resolve by mutual
agreement any difficulties or doubts arising

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 relating to the
taxes which are the subject of this Convention.

(4) The competent authorities of the Con-
tracting 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 carrying out the provisions
of this Coanvention or for the prevention of
fiscal evasion or for the administration of
statutory provisions against tax avoidance in
relation to the taxes which are the subject of
this Convention, Any information so exchanged
shall be treated as secret and shall not be
disclosed to any persons or authorities other
than those, including a court, concerned with
the assessment and collection of those taxes
or the determination of appeals in relation
thereto and the persons with respect to whom
the information relates,

| ORN|
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(2) In no case shall the provisions of the
preceding paragraph be construed so as to
impose on a Contracting State the obhligation:

(a) to carry out administrative measures
at variance with the laws and the
administrative practice of that or
of the other Contracting State;j

(b) to supply information which is 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
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 diplomatic agents
or consular officers under the general rules
of international law or under the provisions
of special agreements.

Article 28

Nothing in this Convention shall be
construed as depriving the Philippines of
the right to tax its own citizens who are
residents of Japan in accordance with the
laws of the Philippines, but Japan shall
not be bound to give credit for such tax.
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Article 29

(1) This Convention shall be ratified by the
Contracting States in accordance with their
respective constitutional and legal require-
ments and the instruments of ratification
shall be exchanged at Manila as soon as
possible,

(2) This Convention shall enter into force
on the thirtieth day after the date of the
exchange of instruments of ratification and
shall have effect:

(a) in Japan:

in respect of income for any taxable
Year beginning on or after the first
day of January of the calendar year
next following that in which the
exchange of instruments of ratifi-
cation takes place;

(b) in the Philippines:

(i) in respect of tax withheld at
the source on amounts paid on
or after the first day of
January of the calendar year
next following that in which
the exchange of instruments
of ratification takes place;

(ii) in respect of other taxes for
any taxable year beginning on
or after the first day of
January of the calendar year
next following that in which
the exchange of instruments

| ORH
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of ratification takes place.

Article 30

This Convention shall continue in effect
indefinitely but either of the Contracting
States may, on or before the thirtieth day
of June in any calendar year beginning after
the expiration of a period of three years
from the date of its entry into force, give
to the other Contracting State, through
diplomatic channel, written notice of termi-
nation and, in such event, this Convention
shall cease to be effective:

(a) in Japan:

in respect of income for any taxable
year beginning on or after the first
day of January of the calendar year
next following that in which the
notice of termination is given;

(b) in the Philippines:

(i) in respect of tax withheld at
the source on amounts paid on
or after the first day of
January of the calendar year
next following that in which
the notice of termination is
given;

(ii) in respect of other taxes for
any taxable year beginning on
or after the first day of
January of the calendar year
next following that in which
the notice of termination is
given,
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IN WITNESS WHEREOF the undersigned, being
duly authorized thereto, have signed this
Convention.

DONE in duplicate at Tokyo on the 13th
day of February wao_ in the English language,

For Japan: For the Republic of
the Philippines:

Saburo Okita Cesar Virata
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PROTOCOL

At the signing of the Convention between
Japan and the Republic of the Philippines for
the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with respect to
Taxes on Income (hereinafter referred to as
""the 00:<m=ﬁM0ﬁ:v. the undersigned have agreed
upon the following provisions which form an
integral part of the Convention,

1, With reference to paragraph (1) of Article
7 of the Convention, profits derived by an
enterprise of a Contracting State from the
sale in the other Contracting State of goods
or merchandise of the same or similar kind as
those sold, or from other business activities
in that other Contracting State of the same or
similar kind as those effected, through a
permanent establishment situated in that other
Contracting State, may be attributed to that
permanent establishment if it is proved that
such sale of goods or merchandise or such
business activities have been resorted to in
order to avoid taxation,

2, With reference to paragraph (3) of Article
7 of the Convention, no deduction shall be
allowed in respect of amounts paid or charged
(other than reimbursement of actual expenses)
by a permanent establishment of an enterprise
to the head office of the enterprise or any
other offices thereof 6 by way of:

(a) royalties, fees or other similar
payments in return for the use of
patents or other rights;
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(b) ooiiwmmwoﬁ, for specific services per-
formed or for management; and

(c) interest on moneys lent to the permanent
establishment; except where the enter-
prise is a banking institution,

3. For the purposes of paragraph (3) of Article
10, paragraph (3) of Article 11 and paragraph
Auw of Article 12 of the Convention, the term
"investment incentives laws of the Philippines"
means:

(a) the Investment Incentives Act (Republic
Act No, 5186), the Export Incentives
Act (Republic Act No, 6135) and the
Agricultural Investment Incentives Act
(Presidential Decree No, 1159) so far
as they were in force on, and have not
been modified since  the date of signa-
ture of the Convention, or have been
modified only in minor respects so as
not to affect their general character;
and

(b) any other enactment adopted by the
Republic of the Philippines in pursuance
of its programme of economic development
which may be determined by mutual agree-
ment between the Governments of the two
Contracting States,

4, With reference to Article 16 of the Conven-
tion, in relation to remuneration of a director
of a company derived from the company in
respect of the discharge of day-to-day func-
tions of a managerial or technical nature,  the
provisions of Article 15 of the Convention
shall apply as if the remuneration were
remuneration of an employee in respect of an
employment and as if references to "employer"
were references to the company,

| ORR
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5. Nothing in the Convention shall be construed
as preventing the Republic of the Philippines
from imposing on the earnings (other than

those derived from the operation of ships or
aircraft in international traffic) of a company
being a resident of Japan attributable to a
permanent establishment which it has in the
Republic of the Philippines, a tax in addition
to the tax which would be chargeable on the
income of a company being a resident of the
Republic of the Philippines, provided that any
additional tax so imposed shall not exceed 10
per cent of the amount of the part of such
earnings which is remitted abroad. For the
purposes of this paragraph, the term “earnings"
means the amount remaining after deducting

from the profits attributable to a permanent
establishment in the Republic of the Philippines
in a year and years preceding that year all
taxes other than the additional tax referred

to in this paragraph, imposed on such profits
by the Republic of the Philippines.

IN WITNESS WHEREOF the undersigned, being
duly authorized thereto, have signed this
Protocol,

DONE in duplicate at Tokyo on the 13th day
of February, meo. in the English language,

For Japan: For the Republic of

the Philippines:

Saburo Okita Cesar Virata
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(Japanese Note)

Tokyo, February 13, 1980

Excellency,

I have the honour to refer to the Conven-
tion between Japan and the Republic of the
Philippines for the Avoidance of Double Tax-
ation and the Prevention of Fiscal Evasion with
respect to Taxes on Income which was signed
today and to no=mwws on behalf of the Govern-
ment of Japan, the mowwoiwzm understanding
reached cmﬁtmmi the two Governments:

1, With reference to paragraph (1) of Article
8 of the Convention, the two Governments agree
that if the vaﬂdwwo of the Philippines,k in
any future convention with a third mwmﬁm
concedes to that State:

(a) an exemption of the Philippine income
tax, or a reduction thereof more
favourable than that provided for in
the aforesaid paragraph, in respect of
profits derived by an enterprise of
that State from the operation of ships
or aircraft in international traffic,
or

(b) an exemption or reduction of the
Philippine business tax in respect of
gross revenues derived by an enter-
prise of that State from the operation
of ships or aircraft in international
traffic,
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the two Governments will, upon the request of
either Government, undertake to review the
provisions of the Convention with a view to
providing the same treatment,

2. With reference to Article 17 of the Con-
vention, it is confirmed that the term
"statutory body" includes, in relation to
Japan, the Japan Foundation,

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

I avail myself of this opportunity to renew
to Your Excellency the assurances of my highest
consideration,

Saburo Okita
Minister for Foreign Affairs
of Japan

The Honourable

Cesar E_A, Virata

Minister of Finance of

the Republic of the Philippines
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(Philippine Note)

Tokyo, February 13, 1980
Excellency,

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

"(Japanese Note)"

I have further the honour to confirm the
understanding contained in Your Excellency's
Note, on behalf of the Government of the
Republic of the Philippines,

I avail myself of this opportunity to renew

to Your Excellency the assurances of my highest
consideration,

Cesar Virata
Minister of Finance
of the Republic of
the Philippines

His Excellency

Dr, Saburo Okita

Minister for Foreign Affairs
of Japan

| 10N
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