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

The Government of Japan and the Government
of the Republic of Indonesia,

Desiring to conclude an Agreement 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 Agreement 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
Agreement are:

(a) in Japan:
(i) the income tax; and

(ii) the corporation tax

(hereinafter referred to as
"Japanese tax");

<1H
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(b) in TIndonesia:

(i) the income tax (Pajak Pendapatan),
and

(ii) the company tax (Pajak Perseroan)

including any withholding tax,

prepayment or advance payment with

respect to the aforesaid taxes;

and

the tax on interest, dividend
and royalty (Pajak Atas Bunga,
Dividen dan Royalty)
(hereinafter referred to as
"Indonesian tax') .,

(iii)

2, This Agreement shall also apply to any
identical or substantially similar taxes

which are imposed after the date of signature
of this Agreement in addition to, or in place
of, those referred to in paragraph 1. The
competent authorities of the Contracting States
shall notify each other of any changes which
have been made in their respective taxation
laws within a reasonable period of time after
such changes.

Article 3

1. For the purposes of this Agreement, unless

the context otherwise requires:

(a) the term "Indonesia'" comprises the
territory of the Republic of Indonesia
as defined in its laws and parts of
the continental shelf and adjacent seas,
over which the Republic of Indonesia has
sovereignty, sovereign rights or other

Mwmsﬁm in accordance with international
aw;
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(b)

(c)

(d)

(e)

(£)

(g)

(h)

the term "Japan'", when used in a geo-
graphical sense, means all the territory
of Japan, including its territorial sea,
in which the laws relating to Japanese
tax are in force, and all the area beyond
its territorial sea, including the sea-
bed and subsoil thereof, over which Japan
has jurisdiction in accordance with
international law and in which the laws
relating to Japanese tax are in force;

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

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

the term '"person" includes an individual,
a company and any other body of persons;

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

the terms "enterprise of a Contracting
State" and "enterprise of the other
Contracting State'" mean, respectively,
an enterprise carried on by a resident
of a Contracting State and an enter-
prise carried on by a resident of the
other Contracting State;

the term "nationals" means all indi-
viduals possessing the nationality of
either Contracting State and all
juridical persons created or organized
under the laws of that Contracting State
and all organizations without juridical
personality treated for the purposes of
tax of that Contracting State as juridi-
cal persons created or organized under
the laws of that Contracting State;

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

(j) the term "competent authority'", in
relation to a Contracting State,
means the Minister of Finance of that
Contracting State or his authorized
representative.

2. As regards the application of this Agree=
ment by a Contracting State, any term not
defined in this Agreement 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 Agree-
ment applies.

Article 4

1. For the purposes of this Agreement, 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 management or
any other criterion of a similar nature,

m.Esmﬂmc%Wmmmozomﬁ:mﬁﬁo<wmwoﬁmomcmﬁml
graph 1 a person is a resident of both Con-
tracting 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 Agreement,
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Article 5

1. For the purposes of this Agreement, the
term "permanent establishment" means a fixed
place of business through which the business
of an enterprise is wholly or partly carried
on,

2. The term 'permanent establishment'" includes
especially:

(a) a place of management;

(b) a branch;

(c) an office;

(d) a factory;

(e) a workshop;

(f) a farm or plantation:

(g) a mine, an 0il or gas well, a quarry
or any other place of extraction of
natural resources,

3. A building site or construction or instale
lation project constitutes a permanent estab-
lishment only if it lasts more than six months,

4, Notwithstanding the provisions of the
preceding paragraphs, the term '"permanent
establishment" shall be deemed not to include:

(a) the use of facilities solely for the
purpose of storage or display of goods
or merchandise belonging to the enter-
prise;

(b) the maintenance of a stock of goods or
merchandise belonging to the enterprise
solely for the purpose of storage or
display;

KilR
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(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
of collecting information, for the
enterprise;

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

(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. 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, Or supervisory services in connection
with a building, construction or installation
project through employees or other personnel—
other than an agent of an independent status
to whom the provisions of paragraph 8 apply-—,
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



0

fand

HEY G MHWEKE VOKOSRIEVBEN»2RRLD
2 MNEROERELY E<EE/K] ¥iE4 02 Q0N
sHS°

I ROEREARTN L SYERQOERAQEKILLONVIE
BN (0 QRER{/EEN S OHH OREAWRA LR <
WEV)REKO S L ROMUBEVLORAN HMMNEKT -
F ORI AMMWEKONQREOAY POHERRE O S W7 My
I ROBRELY TE<S<EEH | WiEh 02 Q- urge

T ORI ROERHERCE &S MNEHKOAN 4 S WK
R REACREEMEDT RO VO EEWKE VIO
U HHDT WV ORIE R + X BT TR Q A
REY VOB ESO

SO ROERERN & SV MNGHKY A0 S8
CREOHBOEIEST {07 M HEN ~ o M@Ky

LAV OV HNHNE o -u°

EKE WM | ROEREO UM HE<SXEL RN (o
YR HHQ BENITA O EE <&V WED” R
QERHRTE LA SVYEEXONE (HEEY ECXEKLZQWN
BYHE %) W0 REXEMBDROERE N 4 S VYA
PEREOKE (REEWE )W RO B KL’
TINEROELHRY IEKEER | W40 Q- Vks°

N ey NAQ T (Huk) SB{Y

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.

6. Where a person (other than an agent of an
independent status to whom the provisions of
paragraph 8 apply) is acting in a Contracting
State on behalf of an enterprise of the other
Contracting 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 ex-
ercises 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; or

(b) that person maintains in the first-
mentioned Contracting State a stock

of goods or merchandise belonging to
the enterprise from which he regularly
fills orders on behalf of the enter-
prise.

7. An insurance enterprise of a Contracting
State shall, except with regard to reinsurance,
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 8,

<l ]
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8. 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 broker, general commission agent
or any other agent of an independent status,
provided that such persons are acting in the
ordinary course of their business,

9, 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 per-
manent establishment of the other.

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 agriculture and forestry, rights to
which the provisions of general law respecting
immovable property apply, usufruct of immovable
property and rights to variable or fixed pay-
ments as consideration for the working of, or
the right to work, mineral deposits, sources
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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 income from immovable property
of an enterprise and to income from immovable
property used for the performance of inde-
pendent 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 Con-
tracting State be attributed to that permanent
establishment the profits which it might be
expected to make if it were a distinct and
separate enterprise engaged in the same or
similar activities under the same or similar
conditions and dealing wholly independently
with the enterprise of which it is a permanent

<1l
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establishment,

3. In determining the profits
establishment, there shall be
deductions expenses which are incurred for

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

of a permanent
allowed as

4. Insofar as it has been customary in a Con-
tracting 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 prin-
ciples contained in this Article.

5. No profits shall be attributed to a per-
manent 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 Agreement, then the provisions of thosec
Articles shall not be affected by the provisions
of this Article,
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Article 8

1, Profits from the operation of ships or
aircraft in international traffic carried on
by an enterprise of a Contracting State shall
be taxable only in that Contracting State.

2, The provisions of paragraph 1 shall also
apply to profits from the participation in a
pool, a joint business or an international
operating agency but only to so much of them
as is attributable to the participating enter=~
prise in proportion to its share in such joint
operation,

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
those conditions, have not so accrued, may be
included in the profits of that enterprise and
taxed accordingly.
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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 owns at least 25
per cent of the voting shares of the
company paying the dividends during
the period of twelve months immediate-
ly before the end of the accounting
period for which the distribution of
profits takes place;

(b) 15 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.

3. The term "dividends" as used in this Article

means income from shares or other rights, not
being debt-claims, participating in profits,
as well as income from other corporate rights
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which is subjected to the same taxation treat-
ment as income from shares by the taxation
laws of the Contracting State of which the
company making the distribution is a resident,

4. The provisions of paragraphs 1 and 2 shall
not apply if the beneficial owner of the
dividends, being a resident of a Contracting
State, carries on business in the other Con-
tracting State of which the company paying

the dividends is a resident, through a permanent
establishment situated therein, or performs

in that other Contracting State independent
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.

5. 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
insofar as such dividends are paid to a
resident of that other Contracting State or
insofar as the holding in respect of which

the dividends are paid is effectively connected
with a permanent 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

ZnP
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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 10 per cent of the gross amount of
the interest.

3. Notwithstanding the provisions of para-
graph 2, 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 Contracting
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
Contracting State including political sub-
divisions 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.

4. For the purposes of paragraph 3, the terms
"the Central Bank'" and "financial institution
wholly owned by the Government' mean:

(a) in the case of Japan:
(i) the Bank of Japan;
(ii) the Export-Import Bank of Japan;

(iii) the Overseas Economic Cooperation
Fund;



w0

0

EF HESRHHE

v)

MK ESEREE QHEVEEA OV OB QPR
FIEERH O RERBLEORA e 2R

N SN S SR AN S

o N\ e N NI

CNEx NN KEEHEREK QFHBEN RIS OVE
POLERIVEERAOHERBECEA 0+

(b)

(1) (1)

NOHNRS Y TRy ] VE A(VOEBBOUENE
OHEE (FEXQREXSEENOREOREONHLR#ES
el WE QM S ) ROHMO YRR 7 (il mieX e
WG OH DN R (G R 8O B G0 $b
0 0) W S’

A QRIFET I ROERE QHEN PR eREN QW
EHL IHETQHONIROERHN L SWMRERQ
EQERTYO0ESHERVED YHKLE SXEMPER
QERHEN LSV IINIROERHERLN O HNE BN WE
OPEHEQ<BAMEBEEAQREN & S V7 MBEN O
HNOMER UL O Y EESINOLSEBRXT NMNENE BN

SN N WU QERR (HREE) 8

(iv) the Japan International Cooperation
Agency; and

(v) such other financial insti-
tution the capital of which

is wholly owned by the Govern-
ment of Japan as may be agreed
upon from time to time between
the Governments of the two

Contracting States;
(b) in the case of Indonesia:

(i) the Bank of Indonesia; and

(ii) such other financial institution
the capital of which is wholly
owned by the Government of the
Republic of Indonesia as may be
agreed upon 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, including premiums and
prizes attaching to such securities, bonds

or debentures,.

6. The provisions of paragraphs 1 and 2 shall
not apply if the beneficial owner of the
interest, being a resident of a Contracting
State, carries on business in the other Con-
tracting State in which the interest arises,
through a permanent establishment 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

MBS



HER

TN N QERE (R 8

VK R S R WA 02 Q A9 0 UwE T HEOS S W
OHRONT BIYEXTR: TH O MW 4~rQ°

T YOMEAN R I ROEREXTIN | ROtEEH
COERHE BRUKELN O THHN OB Y 87
M RQERHAIN A SVYHON0Q VL0 Y D7
THhOMEN (EXHOEHNPA RIS IINELL )
R ROEXE N ESEERXY R INE EMWiE4 ¢ 38 4
MNESW ITRESOHMAOCOHE VO YR IMNE <8
ERXOCENEEREOSPHDT {07 INTH-ITNE
KEERXCEHEERE A O VO EHUL 02 Qa0 U
oo IREhE TRECKEERNTE NEERQ hiH4
M ROEXEELE R SWVYHOY2 QUKL Q°

THONFOHME UM O YITENY O SR\ SRy &
SV T QM SRNUNEN VQENDE Y QIR UER My
REQCEEOREN -4 TNQER YOEREIG SV
A O TN S N KE N R D U O 2 0 BB AR w0
U JQ¥QOENEY YOUWONVULORCORENY QNS
FOREEAC? VORAY Y HELKNEBQOOME
EANE D JOSHOIACORHN MM BWRO Y H T
CERTOXAYEONVEZRNEA O UR Y’

1K

T ROERETN & SVYHO SROEFH OB HNY

KEO

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 therceof, 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 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 relationship
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 Agreement,

Article 12

1, Royalties arising in a Contracting State
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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 10 per cent of the gross amount of
the royalties,

3. The term "royalties" as used in this Article
means payments of any kind received as a con-
sideration for the use of, or the right to use,
any copyright of literary, artistic or scien-
tific work including cinematograph films and
films or tapes for radio or television broad-
casting, 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 experience,

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
permanent 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

KE |
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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.

6. Where, by recason 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 regavrd 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 Agreement.

Article 13

1. Gains derived by a resident of a Contract-
ing State from the alienation of immovable
property referred to in Article 6 and situated
in the other Contracting State may be taxed

in that other Contracting State.
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2. Gains from the alienation of any property,
other than immovable property, forming part

of the business property of a permanent
establishment 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
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 air-
craft 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 any property
other than that referred to in the preceding
paragraphs shall be taxable only in the
Contracting State of which the alienator is
a resident,

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 activi-
ties or he is present in that other Contracting

{8l
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State for a period or periods exceeding in the
aggregate 183 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 aforesaid period
or periods,

2, The term "professional services'" H:owcamm<
especially, independent scientific, literary,
artistic, educational or teaching activities
as well as the independent activities of
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 employ-~
ment shall be taxable only in that Contracting
State unless the employment is exercised in
the other Contracting State, If the employ-
ment is so exercised, such remuneration 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

Contracting State, if:
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(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 provisions of paragraphs
1 and 2, remuneration in respect of an employ-
ment exercised aboard a ship or aircraft
operated in international traffic by an enter-
prise 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

KEH
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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 6 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
activities as such of an entertainer or
athlete accrues not to that entertainer or
athlete 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

Article 18

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 shall be
taxable only in that Contracting State,
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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 6 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
Contracting State and the individual is a
resident of that other Contracting State who:

(i) is a national of that other Con-
tracting State; or

(ii) did not become a resident of that

other Contracting State solely for

the purpose of performing the

services,

2, (a) Any pension paid by, or out of funds to
which contributions are made 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 subdivision or local authority
thereof, shall be taxable only in that Contract-
ing State,

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

KEP
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of  that other Contracting State,

"

3., The provisions of Articles 15, Ho 17 and
18 shall apply to remuneration or ﬁm:mwozw 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

A professor or teacher who makes a temporary
visit to a Contracting State for a period not
exceeding two years for the purpose of teaching
or conducting research at a university, col-~
lege, school or other accredited educational
institution, and who is, or immediately before
such visit was, a resident of the other
Contracting State shall be taxable only in that
other Contracting State in respect of remunera-
tion for such teaching or research.

Article 21

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

(a) as a student at a university, college,
school or other accredited educational
institution in that other Contracting
State; or
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(b) as a recipient of a grant,  allowance or
award for the primary purpose of study
or research from a governmental,
religious, charitable, scientific,
literary or educational organization;
or

(¢) as a business apprentice;

shall be exempt from tax in that other Con-
tracting State, for a period not exceeding
five taxable years from the date of his first
arrival in that other Contracting State, in
respect of:

(i) remittances from abroad for the
purpose of his maintenance, edu-
cation, study, research or training;

(ii) the grant, allowance or award;

(iii) remuneration for personal services
in that other Contracting State paid
by his employer who is a resident
of the first-mentioned Contracting
State; and

(iv) remuneration for personal services
in that other Contracting State
other than the remuneration referred
to in sub-paragraph (iii) not exceed-
ing the sum of 600,000 Yen if that
other Contracting State is Japan, or
ooo,ooo Indonesian Rupiahs if that
other Contracting State is Indonesia,
during any calendar year,

2, An individual who was a resident of a Con-
tracting State immediately before making a
visit to the other Contracting State and is
temporarily present in that other Contracting
State for a period not exceeding twelve months
as an employee of | or under contract with, an
enterprise of the first-mentioned Contracting

KEBIR
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State, or an organization referred to in sub-
paragraph (b) of paragraph 1, solely to acquire
technical, professional or business experience,
shall be exempt from tax in that other Con-
tracting State on the remuneration for such
period for his services directly related to

the acquisition of such experience, if the
total amount of such remuneration received

from abroad by such individual and of remunera-
tion paid in that other Contracting State

does not exceed the sum of 1 800,000 Yen if
that other Contracting State is Japan, or
m.ﬂoo,ooo Indonesian Rupiahs if that other
Contracting State is Indonesia, during any
calendar year,

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

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

of the paragraphs under which he so qualifies

as he may select,

5. For the purposes of this Article, the term
"Government'" shall be deemed to include any
political subdivision or local authority of a
Contracting State,
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Article 22

1, Items of income of a resident of a Contract-
ing State, wherever arising, not dealt with

in the foregoing Articles of this Agreement
shall be taxable only in that Contracting
State.

2, The provisions of paragraph 1 shall not
apply to income other than income from
immovable property as defined in paragraph 2
of Article m. 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 income is paid is effectively connected
with such permanent establishment or fixed
base, In such case, the provisions of Article
7 or Article 1%, 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:

(a) Where a resident of Japan derives income
from Indonesia and that income may be taxed
in Indonesia in accordance with the provi-
sions of this Agreement, the amount of
Indonesian 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

KH |
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exceed that part of the Japanese tax which
is appropriate to that income,

(b) Where the income derived from Indonesia
is a dividend paid by a company which is a
resident of Indonesia 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
Indonesian tax payable by the company paying
the dividend in respect of its income,

(a) For the purposes of sub-paragraph (a)

of paragraph 1, Indonesian tax shall always
be deemed to have been paid at the rate of
10 per cent in the case of dividends to
which the provisions of sub-paragraph (a)

of paragraph 2 of Article 10 apply, of
interest to which the provisions of paragraph
2 of Article 11 apply, and of royalties to
which the provisions of paragraph 2 of
Article 12 apply, and at the rate of 15 per
cent in the case of dividends to which the
provisions of sub-paragraph (b) of paragraph
2 of Article 10 apply, if:

(1) such QH<wam:am. interest or royalties
are paid by a company which is a resident
of Indonesia and which, at the time of the
payment is engaged in the preferred areas
of investment under Law No., 1 of 1967
regarding Foreign Capital Investment as
amended by Article 1 of Law No, 11 of 1970
regarding Amendment and Supplement to Law
No. 1 of 1967 regarding Foreign Capital
Investment, so far as it has not been
modified since the date of signature of this
Agreement or has been modified only in
minor respects so as not to affect its
general character;
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(ii) such QH<Ham:&m. interest or royal-
ties are those in respect of which Indonesian
tax is exempted or reduced in accordance
with the provisions of paragraph 3 of
Article 16 of Law No. 1 of 1967 as amended,
as referred to in (i) above; or

(iii) such dividends, interest or royal-
ties are those in respect of which
Indonesian tax is exempted or reduced in
accordance with any other special incentive
measures designed to promote economic
development in Indonesia which may be
introduced in the Indonesian laws after
the date of signature of this Agreement
and which may be agreed upon by the Govern-
ments of the two Contracting States,

(b) For the purposes of sub-paragraph (b)
of paragraph 1, the term '"Indonesian tax
payable'" shall be deemed to include the
amount of Indonesian tax which would have
been paid if the Indonesian tax had not
been exempted or reduced in accordance
with:

(i) the provisions of paragraphs 1, 2
and 3 of Article 16 of Law No, 1 of 1967
as amended, as referred to in sub-paragraph

(a) (i);

(ii) the provisions of sub-paragraph d
of paragraph 4 of Article 15 of Law No, 1
of 1967 as mambama.mm referred to in sub-
paragraph (a) (i); or

(iii) any other special incentive measures
designed to promote economic development
in Indonesia which may be introduced in the
Indonesian laws after the date of signature
of this Agreement, and which may be agreed
upon by the Governments of the two Con-
tracting States,

<Hn
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3. In Indonesia, double taxation shall be
eliminated as follows:

(a) Indonesia, when imposing tax on residents
of Indonesia, may include in the basis

upon which such tax is imposed the items

of income which may be taxed in Japan in
accordance with the provisions of this
Agreement;

(b) Where a resident of Indonesia derives
income from Japan and that income may be
taxed in Japan in accordance with the provi-
sions of this Agreement, the amount of
Japanese tax payable in respect of that
income shall be allowed as a credit against
the Indonesian tax imposed on that resident,
The amount of credit, however, shall not
exceed that part of the Indonesian tax
which is appropriate to that income,

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 Contract-
ing State than the taxation levied on
enterprises of that other Contracting State
carrying on the same activities,
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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. Except where the provisions of Article 9,
paragraph 8 of Article 11, or paragraph 6 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. Notwithstanding the provisions of the
preceding paragraphs, Indonesia may limit to
its nationals the enjoyment of tax incentives
granted under:

(a) Law No., 6 of 1968 regarding Domestic
Capital Investment, so far as it has not
been modified since the date of signature
of this Agreement, 6 or has been modified
only in minor respects so as not to affect
its general character; or

KHH
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(b) any other enactment which may be promul-
gated by Indonesia in pursuance of its
programme of economic development and to
which the Governments of the two Contracting
States may agree that the provisions of

the preceding paragraphs shall not apply.

6. In this Article the term 'taxation' means
the taxes which are the subject of this Agree-
ment

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 Agree-
ment  he may, irrespective of the remedies
provided by the domestic laws of those Con-
tracting States 6 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 mx, 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 Agreement,

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 Agree-
ment, Any agreement reached shall be imple-
mented notwithstanding any time limits in

the domestic laws of the Contracting States.
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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 Agreecment, They may also consult together
for the elimination of double taxation in cases
not provided for in this Agreement,

4, The competent authorities of the 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 Contracting
States shall exchange such information as is
necessary for the carrying out of the provi-
sions of this Agreement 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 Agreement,

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 assess-
ment and OOHHmonHo: of those taxes or the
determination of appeals in relation thereto
and the persons with respect to whom the
information relates,

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

K
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(a) to carry out administrative measures at
variance with the laws and administrative
practice of that or of the other Con-
tracting State;

(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;
or

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

to public policy,

Article 27

Nothing in this Agreement shall be construed
as preventing the Governments of the two Con-
tracting States from making special arrange-
ments on taxation such as those on tax exemption
in connection with the economic or technical
cooperation between the two Contracting States,

Article 28

Nothing in this Agreement 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,
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Article 29

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

2, This Agreement shall enter into force on the
thirtieth day after the date of the exchange

of instruments of ratification and shall have
effect, in both Contracting States, as respects
income derived during any taxable year begin-
ning on or after the first day of January of
the calendar year next following that in which
this Agreement enters into force,

Article 30

This Agreement 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 the diplomatic
channel, written notice of termination,

In such event this Agreement shall cease
to have effect, in both Contracting States, as
respects income derived during any taxable year
beginning on or after the first day of January
of the calendar year next following that in
which the notice is given,

IN WITNESS WHEREOF the undersigned, duly
authorized thereto by their respective Govern-
ments, have signed this Agreement,

KHR
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DONE in duplicate at Tokyo on the 3rd day
of March, 1982, in the English language.

For the Government of

For the Government of
the Republic of Indonesia:

Japan:

Yoshio Sakurauchi Suryohadiprojo
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PROTOCOL

At the signing of the Agreement between
Japan and the Republic of Indonesia for the
Avoidance of Double Taxation and the Pre-
vention of Fiscal Evasion with respect to
Taxes on Income (hereinafter referred to as
"the Agreement"), the undersigned have agreed
upon the following provisions which form an
integral part of the Agreement,

1, With reference to paragraph 8 of Article 5
of the Agreement, where a broker, general
commission agent or any other agent is acting
in a Contracting State wholly or almost wholly
for an enterprise of the other Contracting
State, he shall not be considered as having

an independent status within the meaning of
the said paragraph,

2, With reference to Article 8 of the Agree-
ment, the profits from the operation of ships
within the meaning of the said Article shall
comprise only those derived by an enterprise

of a Contracting State which carries on shipping
business on its own account and responsibility.

3. With reference to Article 16 of the Agree-
ment, the term "a member of the board of
directors of a company" shall include managing
directors (anggota pengurus) and supervisory
directors (anggota dewan komisaris) of a company
which is a resident of Indonesia,

4, For the purposes of sub-paragraph (b) of

«paragraph 2 of Article 23 of the Agreement.

the term "Indonesian tax payable'" shall not
include the amount of the Indonesian tax
which would have been paid if there had not
been carried over or carried back the losses
incurred bv a company which is a resident of

KKK
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Indonesia by application of investment allow-
ance in accordance with the provisions or
measures referred to in the said sub-paragraph,
except in the case of a company which is a
resident of Indonesia for which Indonesian

tax has been exempted or reduced in accord-
ance with the provisions of paragraph 3 of
Article 16 of Law No, 1 of 1967 as amended,

as referred to in sub-paragraph (a)(i) of
paragraph 2 of Article 23 of the Agreement,

5. (a) Nothing in the Agreement shall be
construed as preventing Indonesia from im-
posing in accordance with the provisions of
Article 7 thereof such part of the tax on
interest, dividend and royalty (Pajak Atas
Bunga, Dividen dan Royalty) as is relevant to
sub-paragraph b of Article 3 b of Dividend

Tax Regulations of 1959 as amended and supple-
mented by Law No. 10 of 1970, so far as it has
not been modified since the date of signature
of this Protocol, or has been modified only in
minor respects so as not to affect its general
character, 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 which has a permanent
establishment in Indonesia; but such tax shall
not exceed 10 per cent of the amount of such
earnings, except where such earnings are those
derived by such company under its oil or natural
gas production-sharing contracts with the
Government of the Republic of Indonesia or

the relevant state oil company of Indonesia,

(b) The above-mentioned tax in respect of
the earnings of a company being a resident
of Japan which has a permanent establishment
in Indonesia derived under its oil or natural
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gas production-sharing contracts with the
Government of the Republic of Indonesia or
the relevant state oil company of Indonesia
shall not be less favourably levied in
Indonesia than the above-mentioned tax levied
in respect of the earnings of a company being
a resident of any third state which has a
permanent establishment in Indonesia derived
under its oil or natural gas production-
sharing contracts with the Government of the
Republic of Indonesia or the relevant state
0il company of Indonesia,

(¢c) For the purposes of this paragraph, the
term ''earnings'" means the amount remaining
after deducting from the profits attributable
to a permanent establishment which a company
not being a resident of Indonesia has in
Indonesia the amount of the Indonesian tax
other than that referred to in (a) above im-
posed on such profits,

IN WITNESS WHEREOF the undersigned, duly
authorized thereto by their respective Govern-
ments, have signed this Protocol.

DONE in duplicate at Tokyo on the 3rd day
of March, Homm, in the English language,

1<4<nl
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For the Government of
Japan:

Yoshio Sakurauchi

KKHE

For the Government of
the Republic of Indonesia:

Suryohadiprojo
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