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No. 9127. AGREEMENT: BETWEEN THE GOVERNMENT
OF MALAYSIA AND THE GOVERNMENT OF THE
UNITED KINGDOM OF GREAT BRITAIN AND NORTH-
ERN IRELAND FOR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL
EVASION WITH RESPECT TO TAXES ON INCOME.
SIGNED AT KUALA LUMPUR, ON 17 JULY 1967

Whereas on 30 August, 1963, the Government of the United Kingdom
of Great Britain and Northern Ireland and the Government of the Federation
of Malaya concluded an Agreement? for the avoidance of double taxation
and the prevention of fiscal evasion with respect to taxes on income;

And whereas on 16 September, 1963 (hereinafter called “Malaysia Day”),
Malaysia was formed;

Now, therefore, the Government of Malaysia and the Government of
the United Kingdom of Great Britain and Northern Ireland have agreed
as follows:

Article 1

(1) The said Agreement of 30 August, 1963, between the Government
of the United Kingdom of Great Britain and Northern Ireland and the
Government of the Federation of Malaya, which appears as the Annex
to this Agreement, subject to the modifications provided by Article 2 of
the present Agreement shall be deemed to have had effect from and after
Malaysia Day in relation to those territories which have been comprised
in Malaysia since 9 August, 1965, and shall continue to have effect in relation
to those territories and in the said Agreement as so modified the term
“Federation of Malaya” or “Federation” shall wherever the context admits

be construed as referring to the said territories.

(2) The said Agreement of 30 August, 1963, may, subject to and in
accordance with Article XXII thereof, be extended to any territory for
whose international relations Malaysia is responsible.

1 Came into force on 21 December 1967, the date upoﬁ which the last of all such things was
done in both countries as were necessary to give the Agreement the force of law in Malaysia and
the United Kingdom of Great Britain and Northern Ireland, respectively, in accordance with
article 3.

2 The text of this Agreement is published for reference purposes on p. 352 of this volume.



342 Uwnited Nations — Treaty Series 1968

Article 2

(1) The modifications of the said Agreement of 30 August, 1963, which
are referred to in Article 1 of this Agreement, are specified in the succeeding
paragraphs of this Article.

(2) For paragraph (1) of Article I of the said Agreement the following
shall be substituted :

“(1) The taxes which are the subject of the present Agreement
are :
(@) in those territories comprised immediately before Malaysia Day
in the Federation of Malaya (and hereinafter referred to as
‘Federation tax’) :

the income tax (including the tin profits tax);

(b) in Sabah (and hereinafter referred to as ‘Federation tax’)
the income tax; )

(¢) in Sarawak (and hereinafter referred to as ‘Federation tax’):

the salaries tax, the corporation profits tax, the business profits
tax and the interest tax;

(@) in the United Kingdom of Great Britain and Northern Ireland
(and hereinafter referred to as ‘United Kingdom tax’):

the income tax (including surtax), the profits tax, the corporation
tax and the capital gains tax.”

(8) At the end of Article VII there shall be added the following
paragraphs :

“(6) Subject to the provisions of paragraph (4a) of Article VIII of
this Agreement the term ‘dividends’ in the case of the United Kingdom
includes any item which under the law of the United Kingdom is
treated as a distribution of a company except that this term does not
include any redeemable share capital or security issued by a company
in respect of shares in the company otherwise than wholly for new
consideration, or such part of any redeemable share capital or security
so issued as is not properly referable to new consideration.

(7) If the recipient of a dividend is a company which owns 10 per
cent. or more of the class of shares in respect of which the dividend
is paid then neither paragraph (1) nor paragraph (2) shall apply to the
dividend to the extent that it can have been paid only out of profits
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which the company paying the dividend earned or other income which
it received in a period ending twelve months or more before the relevant
date. For the purposes of this paragraph the term ‘relevant date’
means the date on which the beneficial owner of the dividend became
the owner of 10 per cent. or more of the class of shares in question.

Provided that this paragraph shall not apply if the beneficial owner
of the dividend shows that the shares were acquired for bona fide
commercial reasons and not primarily for the purpose of securing the
benefit of this Article.”

(4) In Article VIII there shall be inserted after paragraph (4) a new
paragraph as follows :

“(4a) Royalties paid by a company which is a resident of the United
Kingdom to a resident of the Federation shall not be treated as a
distribution of that company. The preceding sentence shall not apply
to royalties paid to a company where :

(@) the same persons participate directly or indirectly in the management
or control of the company paying the royalties and the company
deriving the royalties, and

(b) more than 50 per cent. of the voting power in the company deriving
the royalties is controlled directly or indirectly by a person or
persons resident in the United Kingdom.”

(8) For paragraphs (2) and (3) of Article XVIII of the said Agreement
the following shall be substituted :

“(2) (#) Subject to the provisions of the laws of the Federation
regardmg the allowance as a credit against Federation tax of tax payable
in any country other than the Federation and subject to sub-
paragraph (c) of this paragraph, United Kingdom tax payable, whether
directly or by deduction, in respect of income from sources within the
United Kingdom shall be allowed as a credit against Federation tax
payable in respect of that income.

(6) Where such income is an ordinary dividend paid before 6 April,
1966, by a company which is a resident of the United Kingdom, the
credit shall take into account (in addition to any United Kingdom
income tax appropriate to the dividend) the United Kingdom profits
tax payable in respect of its profits by the company paying the dividend;
and where it is a dividend paid on participating preference shares and
representing both a dividend at the fixed rate to which the shares are
entitled and an additional participation in profits, the United Kingdom
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profits tax so payable by the company shall likewise be taken into
account in so far as the dividend exceeds that fixed rate.

(c) Where such income is a dividend paid after 5 April, 1966, by
a company which is a resident of the United Kingdom, the credit shall
not take into account United Kingdom tax which is not chargeable
specifically on the dividend but is tax (whether deducted from the
dividend or not) chargeable in respect of the profits or income of the
company paying the dividend. Where, however, the dividend is paid
to a company which is a resident of the Federation and which controls
directly or indirectly not less than 10 per cent. of the voting power
in the United Kingdom company, the credit shall take into account
(in addition to any United Kingdom income tax chargeable specifically
on the dividend) the United Kingdom tax payable in respect of its
profits by the company paying the dividend.

(3) (a) Subject to the provisions of the laws of the United Kingdom
regarding the allowance as a credit against United Kingdom tax of
tax payable in a territory outside the United Kingdom and subject
to sub-paragraph {c¢) of this paragraph, Federation tax payable, whether
directly or by deduction, in respect of income from sources within
the Federation shall be allowed as a credit against the United Kingdom
tax payable in respect of that income.

(6) Where such income is an ordinary dividend paid before 6 April,
1966, by a company which is a resident of the Federation, the credit
shall take into account (in addition to any Federation tax appropriate
to the dividend) Federation tax payable by the company in respect
of its profits; and where it is a dividend paid on participating preference
shares and representing both a dividend at the fixed rate to which
the shares are entitled and an additional participation in profits,
Federation tax so payable by the company shall likewise be taken into
account in so far as the dividend exceeds that fixed rate.

(¢) Where such income is a dividend paid after 5§ April, 1966, by
a company which is a resident of the Federation, the credit shall not
take into account Federation tax which is not chargeable specifically
on the dividend but is tax (whether deducted from the dividend or
not) chargeable:in respect of the profits or income of the company paying
the dividend. Where, however, the dividend is paid to a company
which is resident in the United Kingdom and which controls directly
or indirectly not less than 10 per cent. of the voting power in
the Federation company the credit shall take into account (in addition
to any Federation tax appropriate to the dividend) Federation tax
payable in respect of its profits by the company paying the dividend.”
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(6) For sub-paragraphs («) and () of paragraph (1) of Article XXIII
of the said Agreement the following shall be substituted :

“(2) in those territories comprised immediately before Malaysia
Day in the Federation of Malaya :

as respects income tax, for any year of assessment beginning on or
after 1 January, 1962;

() in Sabah:

as respects income tax, for any year of assessment beginning on or
after 1 January, 1964; '

(¢) in Sarawak :

as respects salaries tax, corporation profits tax, business profits tax
and interest tax, for any year of assessment beginning on or after
1 January, 1964;

(@) in the Un1ted Kingdom :

(i) as respects income tax, for any year of assessment begmmng on
or after 6 April, 1962;

(ii) as respects surtax, for any year of assessment beginning on or
after 6 April, 1961;

(iii) as respects profits tax, for any chargeable accounting perlod
beginning on or after 1 January, 1962, and for the unexpired
portion of any chargeable accounting period current at that date;

(iv) as respects corporation tax, for any financial year beginning on
or after 1 April, 1964; and

(v) as respects capital gains tax, for any year of assessment beginning
on or after 6 April, 1965.”

(7) For paragraph (2) of Article XXIII of the said Agreement the
following shall be substituted :

“(2) The Arrangements for the avoidance of double taxation and
the prevention of fiscal evasion with respect to taxes on income which
were made in 1949 and 1950 between the Government of the United King-
dom of Great Britain and Northern Ireland and the Governments of the
Federation of Malaya, of Sabah and of Sarawak shall terminate and cease
to be effective as respects taxes to which the present Agreement in
accordance with paragraph (1) of this Article applies.

Provided that in a case where any provision of the Arrangements
made in 1949 and 1950 between the Government of the United Kingdom
of Great Britain and Northern Ireland and the Governments of the
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Federation of Malaya, of Sabah and of Sarawak would have afforded
greater relief from tax than any corresponding provision of the present
Agreement, the first-mentioned provision shall nevertheless continue
to have effect—

(@) in the Federation for any year of assessment beginning before the
present Agreement enters into force;

b) in the United Kingdom : ,
( g
(i) as respects income tax (including surtax), for any year of

assessment beginning before the present Agreement enters
into force;

(1) as respects profits tax and corporation tax, for any accounting
period beginning before the present Agreement enters into
force.”

(8) For sub-paragraphs (@) and (4) of paragraph (1) of Article XXTV
of the said Agreement the following shall be substituted—

“(a) in the Federation :

for any year of assessment beginning on or after 1 January in the
calendar year next following that in which such notice is given;

() in the United Kingdom :

(i) as respects income tax, surtax and capital gains tax, for any year
of assessment beginning on or after 6 April in the calendar year
next following that in which the notice is given;

(ii) as respects corporation tax, for any financial year beginning on
or after 1 April in the calendar year next following that in which
notice is_given.”

Article 3

The present Agreement shall come into force on the date when the last
of all such things shall have been done in Malaysia and in the United Kingdom
of Great Britain and Northern Ireland as are necessary to give this Agreement
the force of law in Malaysia and the United Kingdom of Great Britain and
Northern Ireland respectively.

IN wiTNESS WHEREOF the undersigned, duly authorised thereto, have
signed the present Agreement.

No. 9127



352 Uwnited Nations — Treaty Series 1968

DonNE in duplicate at Kuala Lumpur the seventeenth day of July,
one thousand nine hundred and sixty-seven.

For the Government For the Government
of Malaysia : of the United Kingdom of Great
Britain and Northern
Ireland :
TaN Siew SIN Michael WALKER
ANNEX

AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED KINGDOM
OF GREAT BRITAIN AND NORTHERN IRELAND AND THE GOVERN-
MENT OF THE FEDERATION OF MALAYA FOR THE AVOIDANCE OF
DOUBLE TAXATION AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME o

The Government of the United Kingdom of Great Britain and Northern Ireland
and the Government of the Federation of Malaya,

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 :

Avrticle T

(1) The taxes which are the subject of the present Agreement are :
(@) In the Federation of Malaya (and hereinafter referred to as “Federation tax”)

The income tax;

(9) In the United Kingdom of Great Britain and Northern Ireland (and hereinafter
referred to as “United Kingdom tax”)

The income tax (including surtax) and the profits tax.

(2) The present Agreement shall also apply to any other taxes of a substantially
similar character imposed in the Federation of Malaya or the United Kingdom
subsequently to the date of signature of the present Agreement, or by the Govern-
ment of any territory to which the present Agreement is extended under Article XXII.

Article 1T
(1) In the present Agreement, unless the context otherwise requires :

(@) the term “Federation” means the Federation of Malaya;
No. 9127
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@

the term “United Kingdom” means Great Britain and Northern Ireland;

the terms “one of the Contracting States” and “the other Contracting State”
mean the Federation or the United Kingdom, as the context requires;

the term “tax” means Federation tax or United Kingdom tax, as the context
requires;

the term “company” means any body corporate;
the term “person” includes any body of persons, corporate or not corporate;

the term “resident of the Federation” means any person who is resident in the
Federation for the purposes of Federation tax and not resident in the United
Kingdom for the purposes of United Kingdom tax; the term “resident of the
United Kingdom” means any person who is resident in the United Kingdom
for the purposes of United Kingdom tax and not resident in the Federation for
the purposes of Federation tax; and a company shall be regarded as resident in
the Federation if its business is managed and controlled in the Federation and
as resident in the United Kingdom if its business is managed and controlled
in the United Kingdom;

the terms “resident of one of the Contracting States” and “resident of the other
Contracting State” means a resident of the Federation or a resident of the United
Kingdom, as the context requires;

the terms “Federation enterprise” and “United Kingdom enterprise” mean
respectively, an industrial, mining, commercial, plantation, or agricultural
enterprise or undertaking carried on by a resident of the Federation and an
industrial, mining, commercial, plantation, or agricultural enterprise or undertak-
ing carried on by a resident of the United Kingdom;

the terms “enterprise of one of the Contracting States” and “enterprise of the
other Contracting State” mean a Federation enterprise or a United Kingdom
enterprise, as the context requires;

the terms “profits of a Federation enterprise” and “profits of a United Kingdom
enterprise” do not include rents or royalties in respect of motion picture films
or of tapes for television broadcasting or of mines, oil wells, quarries or other
places of extraction of natural resources, or income in the form of dividends,
interest, rents, royalties, or capital gains, or fees or other remuneration derived
from the management, control or supervision of the trade, business, or other
activity of another enterprise or concern, or remuneration for labour or personal
services, or profits derived from the operation of ships or aircraft;

() subject to the provisions of this sub-paragraph, the term “permanent
establishment” means a fixed place of business in which the business of the
enterprise is wholly or partly carried on;

(i) a permanent establishment shall include especially :
(aa) a place of management;
No. 9127
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(66) a branch;
(cc) an office;
(dd) a factory;
{(ee) a workshop;
(

ff) a mine, oil well, quarry or other place of extraction of natural
resources;

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

more than six months;

(#h) a farm or plantation;

the term “permanent establishment” shall not be deemed to include :

(aa) the use of facilities solely for the purpose of storage, display, or deli-
very of goods or merchandise belonging to the enterprise;

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

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

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

(ee) the maintenance of a fixed place of business solely for the purpose
of advertising, for the supply of information, for scientific research
or for similar activities which have a preparatory or auxiliary char-
acter, for the enterprise; -

(iv) an enterprise of one of the Contracting States shall be deemed to have a

No. 9127

permanent establishment in the other Contracting State if :

(aa) it carries on supervisory activities in that other Contracting State
for more than six months in connection with a construction, installa-
tion, or assembly project which is being undertaken in that other
Contracting State;

(bd) it carries on a business which consists of providing the services of
public entertainers referred to in paragraph (3) of Article XII in
that other Contracting State;

a person acting in one of the Contracting States on behalf of an enterprise
of the other Contracting State—other than an agent of independent status
to whom sub-paragraph (/) (vi) applies—shall be deemed to be a permanent
establishment in the former Contracting State if :

(aa) he has, and habitually exercises in that former Contracting State,
an authority to conclude contracts in the name of the enterprise,
unless his activities are limited to the purchase of goods or merchan-
dise for the enterprise; or

(b6) he maintains in that former Contracting State a stock of goods or
merchandise belonging to the enterprise from which he regularly -
fills orders on behalf of the enterprise;
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(vi) an enterprise of one of the Contracting States 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 independent status, where
such persons are acting in the ordinary course of their business;

(vii) the fact that a company which is a resident of one of the Contracting States
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;

(m) the term “taxation authorities” means, in the case of the Federation, the Minister
of Finance or his authorised representative; in the case of the United Kingdom,
the Commissioners of Inland Revenue or their authorised representative; and,
in the case of any territory to which the present Agreement is extended under
Article XXITI, the competent authority for the administration in such territory
of the taxes to which the present Agreement applies.

(2) In the application of the provisions of the present Agreement by the Govern-~
ment of one of the Contracting States, any term not otherwise defined shall, unless
the context otherwise requires, have the meaning which it has under the laws of
that Contracting State relating to the taxes which are the subject of the present
Agreement.

Avrticle 111

Where under the present Agreement a person is entitled to exemption from tax
in one of the Contracting States on certain income if (with or without further condi-
sions) he is subject to tax in the other Contracting State in respect thereof and he is
tubject to tax there by reference to the amount of that income which is remitted
to, or received in, that other Contracting State the amount of that income on which
exemption is to be allowed in the first-mentioned Contracting State shall be limited
to the amount so remitted or received.

Avrticle IV

(1) (2) The profits of a Federation enterprise shall be taxable only in the Federa-
tion unless the enterprise carries on business in the United Kingdom through a perma-
nent establishment situated in the United Kingdom. If the enterprise carries on
business as aforesaid, tax may be imposed in the United Kingdom on the profits
of the enterprise but only on so much of them as is attributable to that permanent
establishment.

(8) The profits of a United Kingdom enterprise shall be taxable only in the
United Kingdom unless the enterprise carries on business in the Federation through
a permanent establishment situated in the Federation. If the enterprise carries on

No. 9127



360 "United Nations — Trealy Series 1968

business as aforesaid, tax may be imposed in the Federation on the profits of the
enterprise but only on so much of them as is attributable to that permanent esta-
blishment.

(2) Where an enterprise of one of the Contracting States 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 condi-
tions and dealing wholly independently with the enterprise of which it is a permanent
establishment.

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

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

Article V
Where :
(@) either
(i) an enterprise of one of the Contracting States participates directly
or indirectly in the management, control or capital of an enterprise of the
other Contracting State, or
(ii) the same persons participate directly or indirectly in the management,
control or capital of an enterprise of one of the Contracting States and an
enterprise of the other Contracting State, and
(b) in either case, conditions are made or imposed between the two enterprises, in
their commercial or financial relations, which differ from those which would
be made between independent enterprises,
then any profits which would but for those conditions have accrued to one of the
enterprises, but by reason of those conditions have not so accrued, may be included
in the profits of that enterprise and taxed accordingly.

Article VI

Profits which an enterprise of one of the Contracting States derives from the
operation of ships or aircraft shall be exempt from tax of the other Contracting
State, unless the ships or aircraft are operated wholly or mainly between places
within that other Contracting State.

Article VII

(1) Dividends paid by a company resident in the United Kingdom to a resident
of the Federation who is subject to Federation tax in respect thereof shall be exempt
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from any tax in the United Kingdom which is chargeable on dividends in addition
to the tax chargeable in respect of the profits or income of the company.

(2) Dividends paid by a company resident in the Federation to a resident
of the United Kingdom who is subject to United Kingdom tax in respect thereof
shall be exempt from any tax in the Federation which is chargeable on dividends
in addition to the tax chargeable in respect of the profits or income of the company :

Provided that nothing in this paragraph shall affect the provisions of the Federa-
tion law under which the tax in respect of a dividend paid by a company resident
in the Federation from which Federation tax has been, or has been deemed to be,
deducted may be adjusted by reference to the rate of tax appropriate to the Federation
year of assessment immediately following that in which the dividend was paid.

(8) Where a company which is a resident of one of the Contracting States
derives profits or income from sources within the other Contracting State, there
shall not be imposed in that other Contracting State any form of taxation on divi-
dends paid by the company to persons not resident in that other Contracting State,
or any tax in the nature of an undistributed profits tax on undistributed profits
of the company, whether or not those dividends or undistributed profits represent,
in whole or in part, profits or income so derived.

(4) The provisions of paragraphs (1) and (2) shall not apply if the recipient
of the dividends, being a resident of a Contracting State, has in the other Contracting
State, in which the company paying the dividends is resident, a permanent establish-
ment with which the holding by virtue of which the dividends are paid is effectively
connected. In such a case, Article IV concerning the allocation of profits to perma-
nent establishments shall apply.

(5) If the system of taxation applicable in either of the Contracting States to
the profits and distributions of companies is altered the taxation authorities may
consult each other in order to determine whether it is necessary for this reason to
amend the provisions of paragraphs (1) and (2) of this Article.

Article VIII

(1) Royalties derived from sources within one of the Contracting States
by a resident of the other Contracting State who is subject to tax in that other
Contracting State in respect thereof shall be exempt from tax in the first-mentioned
Contracting State.

(2) The term “royalties” as used in this Article means payments of any kind
received as consideration for the use of, or the right to use, any copyright, 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 informa-
tion concerning industrial, commercial or scientific experience, but does not include
any royalty or other amount paid in respect of motion picture films or of tapes for
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television broadcasting or of the operation of a mine, oil well, quarry or any other
place of extraction of natural resources.

-«

(8) Sums derived by a resident of one of the Contracting States from sources
within the other Contracting State from the alienation of any right or property
from which royalties, as defined in paragraph (2) of this Article, are or may be derived,
shall be exempt from tax in the other Contracting State.

(4) The provisions of paragraphs (1) and (3) of this Article shall not apply to
royalties or sums received by a resident of one of the Contracting States where such
royalties or sums are attributable to a permanent establishment of such resident in
the other Contracting State; in such event, such royalties or sums as are attributable
to that permanent establishment shall be treated as if they were profits to which
the provisions of Article IV are applicable.

(5) Where, owing to a special relationship between the payer and the recipient
or between both of them and some other person, the amount of the royalties or sums
paid, having regard to the use, right, property or information for which they are
paid, exceeds the amount which would have been agreed upon by the payer and the
recipient in the absence of such relationship and dealing with each other at arm’s
length, the provisions of this Article shall apply only to the last-mentioned amount.
In that 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 the
present Agreement.

Article IX

A resident of one of the Contracting States who does not carry on business in the
other Contracting State through a permanent establishment situated therein shall
be exempt in that other Contracting State from any tax on gains from the sale,
transfer, or exchange of capital assets. ' )

Avrticle X

(1) (2) Remuneration (not being a pension) paid by the Government or any
State government or local authority of the Federation to any individual in respect
of services rendered in the discharge of governmental functions shall be.exempt
from United Kingdom tax.

(b) Any pension paid by the Government or any State government or local
authority of the Federation to any individual in respect of services rendered in the
discharge of governmental functions shall be exempt from United Kingdom tax if
the individual is not ordinarily resident in the United Kingdom.

(2) (a) Remuneration (not being a pension) paid out of public funds of the
United Kingdom or Northern Ireland or the funds of any local authority in the
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United Kingdom to any individual in respect of services rendered in the discharge
of governmental functions shall be exempt from Federation tax.

() Any pension paid out of public funds of the United Kingdom or Northern
Ireland or the funds of any local authority in the United Kingdom to any individual
in respect of services rendered in the discharge of governmental functions shall be
exempt from Federation tax unless the individual has been admitted to the Federa-
tion for permanent residence and is in fact resident there.

(8) The provisions of this Article shall not apply to any remuneration or pen-
sion in respect of services rendered in connection with any trade or business carried
on for the purposes or profit.

Article XI

(1) Subject to the provision of this Article and Articles X, XII, XIII, XIV
and XV, salaries, wages and other similar remuneration derived by a resident of
one of the Contracting States in respect of an employment shall be taxable only in
that Contracting State unless the employment is exercised in the other Contracting
State. If the employment is so exercised, such remuneration as is derived therefrom
may be taxed in that other Contracting State.

(2) In relation to remuneration of a director of a company derived from the
company, the provisions of this Article and of Article XII shall apply as if the
remuneration were remuneration of an employee in respect of an employment.
Notwithstanding the previous provisions of this Article, directors’ fees and similar
payments derived by a resident of one of the Contracting States 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.

(8) A resident of one of the Contracting States shall be exempt from tax in the
other Contracting State {in respect of remuneration for services performed on ship
or aircraft operating outside the other Contracting State.

Avriicle XIT

(1) An individual who is a resident of the Federation shall be exempt from
United Kingdom tax on remuneration or profits in respect of personal (including
professional) services performed within the United Kingdom in any year of assess-
ment, if

(@) he is present within the United Kingdom for a period or periods not exceeding
in the aggregate 183 days during that year, and

(b) the services are performed for or on behalf of a person who is a resident of the
Federation, and :

{c) the remuneration or profits are subject to Federation tax, and
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(4) the remuneration or profits are not directly deductible from the profits for
United Kingdom tax purposes of a permanent establishment in the United King-
dom of that person.

(2) An individual who is a resident of the United Kingdom shall be exempt
from Federation tax on remuneration or profits in respect of personal (including
professional) services performed within the Federation in any year of assessment, if

(@) he is present within the Federation for a period or periods not exceeding in the
aggregate 183 days during that year, and

(b) the services are performed for or on behalf of a person who is a resident of the
United Kingdom, and

{¢) the remuneration or profits are subject to United Kingdom tax, and

() the remuneration or profits are not directly deductible from the profits for
Federation tax purposes of a permanent establishment in the Federation of that
person.

(8) The provisions of this Article shall not apply to the remuneration or profits
derived from one of the Contracting States of public entertainers (such as stage,
motion picture, radio, or television artistes, musicians, and athletes) whose visit
to that Contracting State is not directly or indirectly supported, wholly or substan-
tially, from the public funds of the Government of the other Contracting State.

Avrticle XIIT

(1) Any pension (other than a pension of the kind referred to in paragraph (1)
of Article X) and any annuity, derived from sources within the Federation by an
individual who is a resident of the United Kingdom and subject to United Kingdom
tax in respect thereof, shall be exempt from Federation tax.

(2) Any pension (other than a pension of the kind referred to in paragraph (2)
of Article X) and any annuity, derived from sources within the United Kingdom
by an individual who is a resident of the Federation and subject to Federation tax
in respect thereof, shall be exempt from United Kingdom tax.

(8) The term “annuity” means a stated sum payable periodically at stated
times, during life or during a specified or ascertainable period of time, under an
obligation to make the payments in return for adequate and full consideration in
money or money’s worth. '

Article XIV

An individual, who is a resident of one of the Contracting States immediately
before making a visit to the other Contracting State, and who makes such visit at
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the invitation of a university, college, school or other recognised educational institu-
tion in the other Contracting State, solely for the purpose of teaching at such educa-
tional institution for a period not exceeding two years shall be exempt from tax of that
other Contracting State on his remuneration for such teaching.

Article XV

(1) An individual, who immediately before visiting one of the Contracting
States is a resident of the other Contracting State and is temporarily present in the
first-mentioned Contracting State solely as a student at a recognised university,
college or school in the first-mentioned Contracting State, or as a business apprentice
therein, shall be exempt from tax in the first-mentioned Contracting State on—

(@) all remittances from the second-mentioned Contracting State for the purposes
of his maintenance, education or training; and

(0) any remuneration for personal services rendered in the first-mentioned Contract-
ing State with a view to supplementing the resources available to him for such
purposes. '

(2) An individual, who immediately before visiting one of the Contracting
States, is a resident of the other Contracting State and is temporarily present in the
first-mentioned Contracting State for a period not exceeding two years for the pur-
pose of study, research or training solely as a recipient of a grant, allowance or award
from a scientific, educational, religious or charitable organisation or under a technical
assistance programme entered into by the Government of one of the Contracting
States shall be exempt from tax in the first-mentioned Contracting State on—

(a) the amount of such grant, allowance or award, and

() any remuneration for personal services rendered in the first-mentioned Contract-
ing State provided such services are in connection with his study, research or.
training or are incidental thereto.

(3) An individual, who immediately before visiting one of the Contracting
States, is a resident of the other Contracting State and is temporarily present in the
first-mentioned Contracting State for a period not exceeding twelve months solely
as an employee of, or under contract with, the Government or an enterprise of the
second-mentioned Contracting State for the purpose of acquiring technical, profes-
sional or business experience shall be exempt from tax in the first-mentioned Contract-
ing State on—

(@) all remittances from the second-mentioned Contracting State for the purposes
of his maintenance, education or training; and

() any remuneration, so far as it is not in excess of 500 pounds sterling or 4,250
Malayan Dollars as the case may be, for personal services rendered in the first-
mentioned Contracting State, provided such services are in connection with
his studies or training or are incidental thereto.
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Avrticle XVI

(1) Individuals who are residents of the Federation shall be entitled to the
same personal allowances, reliefs and reductions for the purposes of United King-
dom tax as British subjects not resident in the United Kingdom.

(2) Individuals who are residents of the United Kingdom shall be entitled
to the same personal allowances, reliefs and reductions for the purposes of Federation
tax as Federation citizens not resident in the Federation.

Article XVIT

For the purposes of the present Agreement :

(1) Dividends paid by a company which is a resident of one of the Contract-
ing States shall be treated as income from sources within that Contracting State.

(2) Interest paid by one of the Contracting States, including local govern-
ments thereof, or by an enterprise of one of the Contracting States, shall be treated as
income from sources within that Contracting State, except that interest (other than
that paid on indebtedness in connection with the purchase of ships or aircraft)
which is paid
(@) by an enterprise of one of the Contracting States with a permanent establishment

outside both Contracting States to a resident of the other Contracting State, or

(8) by an enterprise of one of the Contracting States with a permanent establishment
in the other Contracting State

on indebtedness incurred for the use of (or, in the case of a banking business, on
deposits made with) the permanent establishment in the conduct of its trade or
business and which is borne by that permanent establishment shall be treated as
income from sources within the territory where the permanent establishment is
situated.

(8) Royalties as defined in paragraph (2) of Arsticle VIII shall be treated as
income from sources within the Contracting State in which the property referred to
in that paragraph is used.

(4) Sums derived from the alienation of rights or properties referred to in
paragraph (3) of Article VIII shall be treated as arising from sources within the
Contracting State in which such rights or properties are used.

(8) Gains, profits and income derived from the alienation of movable property
shall be treated as derived from sources within the Contracting State in which such
property is alienated.

(6) Income from immovable property (including gains derived from the aliena-
tion of such property) and royalties in respect of the operation of mines, oil wells,
quarries or other places of extraction of natural resources shall be treated as derived
from sources within the Contracting State in which such immovable property, mines,
oil wells, quarries or other places of extraction of natural resources are situated.
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Article XVIII

(1) The laws of the Federation and the United Kingdom shalil continue to
govern the taxation of income arising in either State except where express provision
to the contrary is made in the present Agreement. Where income is subject to tax
in both Contracting States, relief from double taxation shall be given in accordance
with the following paragraphs of this Article.

(2) Subject to the provisions of the laws of the Federation regarding the
allowance as a credit against Federation tax of tax payable in any country other
than the Federation, United Kingdom tax payable, whether directly or by deduction,
in respect of income from sources within the United Kingdom shall be allowed as
a credit against Federation tax payable in respect of that income. Where such
income is an ordinary dividend paid by a company which is a resident of the United
Kingdom, the credit shall take into account (in addition to any United Kingdom
income tax appropriate to the dividend) the United Kingdom profits tax payable
in respect of its profits by the company paying the dividend ; and where it is a dividend
paid on participating preference shares and representing both a dividend at the
fixed rate to which the shares are entitled and an additional participation in profits,
the United Kingdom profits tax so payable by the company shall likewise be taken
into account in so far as the dividend exceeds that fixed rate.

(8) Subject to the provisions of the laws of the United Kingdom regarding
the allowance as a credit against United Kingdom tax of tax payable in a territory
outside the United Kingdom, Federation tax payable, whether directly or by deduc-
tion, in respect of income from sources within the Federation shall be allowed as a
credit against the United Kingdom tax payable in respect of that income. Where
such income is an ordinary dividend paid by a company which is a resident of the
Federation, the credit shall take into account (in addition to any Federation tax
appropriate to the dividend) the Federation tax payable by the company in respect
of its profits; and, where it is a dividend paid on participating preference shares and
representing both a dividend at the fixed rate to which the shares are entitled and
an additional participation in profits, the Federation tax so payable by the company
shall likewise be taken into account in so far as the dividend exceeds that fixed rate.

(4) TFor the purposes of paragraph (3) of this Article, the term “Federation
tax payable” shall be deemed to include :

(4) any amount which would have been payable as Federation tax for any year
but for an exemption or reduction of tax granted for that year or any part
thereof under— ,

(i) Sections 19 and 20 of the Pioneer Industries (Relief from Income Tax)
Ordinance, 1958, of the Federation so far as they were in force on, and have
not been modified since, the date of the signature of the present Agreement,
or have been modified only in minor respects so as not to affect their general
character; or

(ii) any other provision which may subsequently be made granting an exemption
which is agreed by the taxation authorities of the Contracting Governments
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to be of a substantially similar character, if it has not been modified thereafter
or has been modified only in minor respects so as not to affect its general
character; or

(b) in the case of any pioneer industrial royalties, an amount not exceeding a sum
equivalent to tax at a rate of 20 per cent. in respect of Federation tax which
would have been payable but for the exemption granted under the provisions
of Article VIII. For the purposes of this sub-paragraph the term “pioneer
industrial royalties” means royalties as defined in paragraph (2) of Article VIII
if and so long as they are payable by a pioneer company for the purposes of its
pioneer enterprise during its tax relief period, and the terms “pioneer company”,
“pioneer enterprise” and “tax relief period” have the meanings which they
respectively have under the Pioneer Industries (Relief from Income Tax) Ordin-
ance, 1958, of the Federation.

(5) For the purposes of paragraphs (2) and (3) of this Article, remuneration or
profits for personal (including profess1onal) services shall be treated as derived from
sources within the Contracting State in which are rendered the services for which
such remuneration or profits are paid, and the services performed in ships or aircraft
operated by an enterprise of one of the Contracting States shall be deemed to be
rendered in that Contracting State, unless the ships or aircraft are operated wholly
or mainly between places within the other Contracting State.

Article XIX

The taxation authorities of the Contracting States shall exchange such informa-
tion (being information which is available under their respective taxation laws in the
normal course of administration) as is necessary for carrying out the provisions of the
present Agreement or for the prevention of fraud or for the administration of statu-
tory provisions against legal avoidance in relation to the taxes which are the subject
of the present Agreement. Any information so exchanged shall be treated as secret
and shall not be disclosed to any persons other than persons, including a court, con-
cerned with the assessment and collection of those taxes or the determination of
appealsin relation thereto. No information shall be exchanged which would disclose
any trade secret or trade process.

Ariicle XX

(1) Residents of one of the Contracting States shall not be subjected in the
other Contracting State to any taxation or any requirement connected therewith
which is other or more burdensome than the taxation and connected requirements to
which residents of that other Contracting State in the same circumstances are or
may be subjected.

(2) The taxation on a permanent establishment which an enterpnse of one
of the Contracting States has in the other Contracting State shall not be less favour-
ably levied in that other Contracting State than the taxation levied on enterprises
of that other Contracting State carrying on the same activities.
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(8) ZEnterprises of one of the Contracting States, 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 former Contracting State to
any taxation or any requirement connected therewith which is other or more burden-
some than the taxation and connected requirements to which other similar enterprises
of the former Contracting State are or may be subjected.

(4) Nothing in this Article shall be construed as obliging the Government of
either Contracting State to grant to persons not resident in its territory, any personal
allowances, reliefs and reductions for tax purposes which are, by law, available only
to persons who are so resident.

(6) In this Article the term “taxation” means taxes of every kind and des-
cription.

Avrticle XXT

(1) Where a taxpayer shows to the satisfaction of the taxation authorities
of the Contracting State of which the taxpayer is a resident that the taxpayer has
not received the treatment in the other Contracting State to which the taxpayer
is entitled under any provision of the present Agreement, such taxation authorities
shall consult with the taxation authorities of the other Contracting State with a
view to the avoidance of the double taxation in question.

(2) The taxation authorities of the Contracting States may communicate
with each other directly for the purpose of giving effect to the provisions of the present
Agreement and for resolving any difficulty or doubt as to the application or inter-
pretation of the present Agreement.

Avrticle XXIT

(1) The present Agreement may be extended, either in its entirety or with
modifications, to any territory for whose international relations the Federation or
the United Kingdom is responsible and which imposes taxes substantially similar
in character to those which are the subject of the present Agreement, and any such
extensions shall take effect from such date and subject to such modifications and
conditions (including conditions as to termination) as may be specified and agreed
between the Contracting Governments in Notes to be exchanged for this purpose.

(2) The termination in respect of the Federation or the United Kingdom
of the present Agreement under Article XXIV shall, unless otherwise expressly
agreed by both Contracting Governments, terminate the application of the present
Agreement to any territory to which the present Agreement has been extended
under this Article.

Avticle XXIIT

(1) The present Agreement shall come into force on the date when the last of
all such things shall have been done in the Federation and the United Kingdom as
are necessary to give the Agreement the force of law in the Federation and the United
Kingdom respectively, and shall thereupon have effect— :
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(a) in the Federation:
as respects income tax, for any tax year beginning on or after 1st January, 1962;

(b) in the United Kingdom :
(i) as respects income tax, for any year of assessment beginning on or after
6th April, 1962;
(ii) as respects surtax, for any year of assessment beginning on or after 6th
April, 1961; and
(iii) as respects profits tax, for any chargeable accounting period beginning on
or after 1st January, 1962, and for the unexpired portion of any chargeable
accounting period current at that date.

(2) The Arrangement for the avoidance of double taxation and the prevention
of fiscal evasion with respect to taxes on income which was made in 1949 between
the Government of the United Kingdom of Great Britain and Northern Ireland and
the Government of the Federation of Malaya shall terminate and cease to be effective
as respects taxes to which the present Agreement in accordance with paragraph (1)
of this Article applies :

Provided that in a case where any provision of the said Arrangement would
have afforded greater relief from tax than any corresponding provision of the present
Agreement, the first-mentioned provision shall nevertheless continue to have effect—

(a) in the Federation:
as respects income tax, for any tax year ending before 1st January, 1964;

() in the United Kingdom :
(i) as respects income tax, for any year of assessment ending before 6th April,
1964; and

(i) as respects surtax, for any year of assessment ending before 6th April, 1963;
and

(iii) as respects profits tax, for any chargeable accounting period ending before
1st January, 1964, and for the expired portion of any chargeable accounting
period current at that date.

Article XXIV

(1) The present Agreement shall continue in effect indefinitely, but either of
the Contracting Governments may, on or before 30th June in any calendar year not
earlier than the year 1967, give to the other Contracting Government written notice
of termination and, in such event, the present Agreement shall cease to be effective—
(@) in the Federation :

as respects income tax, for any tax year beginning on or after 1st January in
the calendar year next following that in which such notice is given;
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(b) in the United Kingdom :

(i) as respects income tax, for any year of assessment beginning on or after
6th April in the calendar year next following that in which the notice is
given;

(ii) as respects surtax, for any year of assessment beginning on or after 6th April
in the calendar year in which the notice is given; and

(iii) as respects profits tax, for any chargeable accounting period beginning on
or after Ist January in the calendar year next following that in which the
notice is given and for the unexpired portion of any chargeable accounting
period current at that date.

(2) The termination of the present Agreement shall not have the effect of
reviving any agreement or arrangement abrogated by the present Agreement.

Ix wiTNEsS whereof the undersigned, duly authorised thereto, have signed the
present Agreement.

DonE in duplicate at Kuala Lumpur the 30th day of August, One thousand nine
hundred and sixty-three.

For the Government For the Government
of the Federation of Malaya: of the United Kingdom :
TaN S1IEW SIN Geofroy Tory
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