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DEPARTMENT OF REVENUE AND BANKING

(Revenue Wing)
NOTIFICATION

INCOME-TAX

New Delhi, the 1st April 1977

G S R 167(E)—Whereas the Government of India and the Government of
Malaysia have concluded an Agreement, as set out in the Annexure hereto for
the avoidance of double taxation and the prevention of fiscal evasion with respect
to taxes on income;

And whereas all the requirements have been completed in Malaysia and
India as are necessary to give the said Agreement the force of law in Malaysia
and India respectively, as required by paragraph l of Article 27 of the said
Agreement;

And whereas the diplomatic notes to this effect have been exchanged between
the said two Governments, as required by paragraph 2 of Article 27 of the said
Agreement;

Now, therefore, in exercise of the powers conferred by section 90 of the
Income-tax Act, 1961 (43 of 1961) and section 24A of the Companies (Profits)
Surtax Act, 1964 (7 of 1964). the Central Government hereby directs that all the
provisions of the said Agreement shall be given effect to in the Union of India

(631)
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ANNEXURE
AGREEMENT BETWEEN THE GOVERNMENT OF INDIA AND THE

GOVERNMENT OF MALAYSIA F O K THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL EVASION WITH

RESPECT TO TAXES ON INCOME

The Government of India and the Government of Malaysia,

Desiring to conclude an Agreement for the Avoidance of IJoublc Taxation and
the Prevention of Fiscal Evasion with respect to Taxeb on Income,

Have agreed as follows.
CHAPTEE I

SCOPE OF THE AGREEMENT
ARTICLE 1

PERSONAL SCOPE

Tlus Agreement shall apply to persons who are residents of one or both of
the Contracting States

ARTICLE 2

TAXES COVERED

1 The taxes which are the subject of this Agreement are.

(a) in Malaysia:

(i) the income tax;
(11) the supplementary income tax, that is, tin profits tax, development

tax and timber profits tex; and

(lii) the petroleum income tax;

(hereinafter referred to as "Malaysian tax");

(b) in India:

(1) the income-tax and any surcharge on income-tax imposed under the
Income-tax Act, 1961 (43 of 1961);

CJI) the surtax imposed under the Companies (Profits) Surtax Act, 1964
(7 of 1964),

(hereinafter referred to as "Indian tax").

2 This Agreement shall also apply t° any other taxes of a substantially
similar character to those referred to in the preceding paragraph imposed in
either Contracting State after, the date of signature of this Agreement.

3. At the end of each year, the competent authorities of the Contracting States
shall notify to each other any significant changes which have been made in their
respective taxation laws.

CHAPTER II

DEFINITIONS

ARTICLE 3

GENERAL DEFINITIONS

1 In this Agreement, unless the context otherwise tequires.—

(a) the term "Malaysia" means the Federation of Malaysia and includes
any area adjacent to the territorial waters of Malaysia which, in
accordance with international law, has been or may hereafter be
designated under the laws °f Malaysia concerning the Continental
Shell as an area within which the rights of Malaysia with respect to
the sea bed and sub-soil and their natural resources, may be
exercised;
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(b) the term "India" means the territory of India and includes any area
adjacent to the territorial waters of India which, in accordance with
international law, has been or may hereafter be designated under
the laws of India QS an area within which the rights of India with
leipect to the sea bed and tub-soil and their natural resources may
be exercised,

(c) the terms "one of the Contracting States" and "the olher Contracting
State" mean Malaysia or India, as the context requires;

(d) the term "tax" means, Malaysian tax or Indian tax, as the context
requires;

(c) the term 'company i-perns any bodv corporate or jay entity winch
is treated as a bodv corporate for tax purposes under the taxation
laws of the respective Contracting States;

(f) the term, "person" shall have the meaning assigned to it in the taxa-
tion laws in force in the respective Contracting States,

(g) the terms "Malaysian enterprise" and "Indian enterprise" mean
respectively an enterprise carried on bv a resident of Malaysia and
•an enterprise carried on by a resident of India;

(h) the terms "enterprise of one of the Contracting States" and "cnter-
UiM!=e of the other Contracting State" mean a Malaysian enterprise
or an Indian enterprise, as the context requires;

(J) the term "competent authority" means i n the case of Malaysia, the
Minister of Finance or his authorised representative; and in the case
of India, the Central Government in the Ministry of Finance (De-
partment of Revenue and Insurance).

2 In the application of this Agreement by one nf the Contracting States any
term not otherwise denned shall, unleaa the context otherwise requires, have the
meaning which it has under the laws of that Contracting State relating to the
taxes which are the subject of this Agreement.

ARTICLE 4

FISCAL DOMICILE

1. In tnis Agreement, unless the context otherwise, requires: —

(a) the term "resident of Malaysia" means

(I) an individual who is ordinarily resident in Malaysia; or
(li) a person other than individual who is resident In Malaysia;

for the basis year for a year of assessment for the purpose of Malaysian tax;
(b) the term "resident of India" means a person who is treated as a

resident of India m the previous year for the relevant assessment
year for the purpose of Indian tax;

(c) the terms "resident of one of the Contracting States" and "resident of
the other Contracting State" mean a resident of Malaysia or a resi-
dent of India, as the context requires

2. Where bv reason of the provisions of paragraph 1 of this Article an indivi-
dual is a resident of both Contracting States, then his residential status shall
lbe determined m accordance with the following rules: ;

(a) he shall be deemed to be a resident of the Contracting State in which
he has a permanent home available to him If he has a permanent
home available to him in1 both Contracting States, he shall be deemed
to be a resident of the Contracting State with which his personal
and economic relations are closer;

(b) if the Contracting State with, which his personal and economic rela-
tions are closer cannot b e determined, or if he has not a permanent
home available to him in either Contracting State, he shall be deemed
to be a resident of the Contracting State in which he has an habitual
abode;
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(c) if he has en habitual abode in both Contracting States or in neither
oi them, he shall be deemed to be a resident of the Contracting
State of which he is a citizen;

(d) if he 13 a citizen of both Contracting States or of neither of them, the
competent authorities of the Contracting States shall determine the
question by mutual agreement

3 Where bv reason of the, provisions of paragraph 1 of this Article a person
other than an Individual is a resident of both Contracting States, then it shall
be deemed to be a resident of the Contracting State in which its place of effective
management it. situated.

ARTICLE 5
PERMANENT ESTABLISHMENT

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

2 The term "permanent establishment" shall include especially:

(a) a place of management;
(b) a branch;
(c) an office;
(d) a factory;
(e) a workshop;
(f) a warehouse;
(g) a mine, oil well, quarry or other place of extraction of natural re-

sources;
(h) a building site or construction, installation or assembly project which

exists for more than six months;
(i) a fnrm or plantation;
(j) a place of extraction of timber or forest produce.

3. The term "permanent establishment" shall not be deemed to include:
(a) the use of facilities solely for the purpose of storage, display or

delivery of goods or merchandise belonging to the enterprise,
(b) the maintenance of a stock of goods or merchandise belonging to the

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

enterprise solely for the purpose of processing by another enterprise;
(d) the maintenance of a fixed place of business solely for the purpose of

purchasing goods or merchandise, or collecting information, for the
enterprise;

Te) 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 character,
for the enterprise,

4. An enterprise of one of the Contracting States shall be deemed to have
a permanent establishment in the other Contracting State if-

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

(b) it carries on a business which consists of providing the services of
public entertainers (such as stage, motion picture, radio or television
artistes and musicians) or athletes in that other Contracting State
unless the enterprise is directly or indirectly supported, wholly or
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substantially, from the public funds of the Government of the first-
mentioned Contracting State in connection with the provision of such
services

5. Subject to the provisions of paragraph 6 of this Article, a person acting in
•one of the Contracting States on behalf of an enterprise of the other Contracting
State shall be deemed to be a permanent establishment in the first-mentioned
Contracting State if.

(d) he has and habitually exercises in that first-mentioned Contracting
State, an authority to conclude contracts on behalf of the enterprise,
unless his activities are limited to the purchase of goods or mer-
chandise for the enterprise; or

(h) he 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 enterprise.

6 An enterprise of one of 1he Contracting States shall not be deemed to have
a permanent establishment m the other Contracting State merely because it
carries on business in that other Contracting State through a broker, general com-
mission agent or any other agent of an independent status, where such persona
are acting in the ordinary course of their business,

7. The fact that a company which is a resident of one of the Contracting States
•controls Or is controlled by a company which is d resident of the other Contracting
State or which carries on business in that other Contracting State fwheiher through
a permanent establishment or otherwise) shall not of itself constitute either com-
panv a permanent establishment of the other.

CHAPTER IU

TAXATION OF INCOME

ARTICLE 6

INCOME PROM IMMOVABLE PROPERTY

1 Income irom immovable property may be taxed In the Contracting State in
which such property is situated

2 The term "immovable property" shall be defined in accordance with the law
of the Contracting State in which the property m question is situated The term
shall in any case include property accessory to immovable property, livestock and
equipment used m agriculture and forestry, rights to which the provisions ol
te&neral IHW respectmR lanaed property applv, usufruct of immovable property
and rights to variable or fixed payments as consideration for the working ol or
the right to work, mineral deposits, oil wells quarries and other places of extrac-
tion of natural resources or of timber or forest produce Ships, boats and aircraft
shall not be regarded as immovable property.

3. The provisions of paragraph 1 of this Article shall apply to income de-
rived from the direct use, letting, or use in any other form of immovable
property.

4. The provisions of paragraphs 1 and 3 of this Article shall also apply to
the income from immovable property of an enterprise.

ARTICLE 7

BUSINESS PROFITS

1. The income or profits of an enterprise of one of the Contracting States
shall be taxable only in that Contracting State, unleso the enterprise carries on
bus ness in the othlr Contracting State through a permanent ^ t a b ^ m e n t
situated therein. If the enterprise carries on business aa aforesaid tax may
be imposed in that other Contracting State on the income or profit of the en-
terprise but only on so much of that income or profits aa is attributable to that
permanent establishment

•> Where an enterprise of one of the Contracting States carries o n business

establ&hment the income or profits which it might be expected to make if it
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were a distinct and separate enterprise engaged in the aaxac or similar activities
under the same or similar conditione and dealing wholly independently with
the enterprise of which it is a permanent establishment.

3. In' the determination of the income or profits of a permanent establish-
ment, there shall be allowed as deductions expenses which ar e incurred for
the purposes of the permanent establishment including executive and general
administrative expenses so incurred, whether in the State- in which thP perma-
nent establishment is situated or elsewhere

4. In so far as it has been customary in a Contracting State to determine the
income or profltg to be attributed to a permanent establishment on the basis
of an apportionment of the,total income or profits of the enterprise to its various
parts, nothing in paragraph' 2 or paragraph 3 of this Article shall preclude such
Contracting State from determining the income or profits to be taxed by such
an apportionment aa may be customary; the method of apportionment adopted
shall, however, be such that the result shall be in accordance with the princi-
ples laid down in this Article.

6. No income or profits shall be attributed to a permanent establishment
by reason of the mere purchase by that permanent establishment of goods or
merchandise for the purpose of export to the enterprise of which it is the
permanent establishment.

8. Where income or profits include items of income which arc dealt with
separately in other Articles of this Agreement, then the provisions of those
Articles shall not be affected by the provisions of this Article.

ARTICLE 8
SHIPPING

1 Income of an enterprise of one of the Contracting States derived from
the other Contracting State from the operation of ships in international traffic
may be taxed in that other Contracting State, but the tax chargeable in that
Contracting State on such income shall be reduced by an' amount equal to
fifty per cent of such tax.

2. For the purposes of paragraph 1 of this Article income derived from the
other Contracting State shall mean income from the carriage of passengers
mail, livestock or goods shipped in that other Contracting State:

Provided that there shall be excluded the income accruing from the carriage
of passengers, mail, livestock or goods which are brought to that other Con-
tracting State solely for transhipment or for transfer from an aircraft to a
ship or from a ship to another ship.

3 Where income from the operation of ships in International traffic is
derived by an enterprise of one of the Contracting Stales from a State other
than the Contracting States, such income shall be taxable onlv in the Contract-
ing State of which the enterprise is a resident

4 The provisions of paragraphs 1, 2 and 3 of this Article shall likewise apply
to income arising from participation in shipping pools of any kind by such
enterprise engaged in shipping operations

ABlTICLE 9

AIR TRANSPORT

1 Income of an enterprise of one of the Contracting States derived from the
other Contracting State from the operation of aircraft in International traffic: shall
not be taxed in the other Contracting State

2 For the purposes of paragraph 1 of this Article, income derived from the
ether Contracting State shall mean Income from the carriage of passengers, mall,
livestock or goods from the other Contracting State

5 Where income from the operation of aircraft in international traffic is derived
hy an enterprise of one of the Contracting States from a State other than the
Contracting States, such income Bhall be taxable only in the Contracting State of
which the enterprise Is a resident

4 The provisions of paragraph") 1, 2 and 3 of thw Article shall likewise apply,
ito income arising from participation in' aircraft poola of any kind by such enter-
prise engaged In air transport operations
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ARTICLE 10

ASSOCIATED ENTERPIUSKS

Where—

(a) 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

(b) the same persons participate directly or indirectly in the management,
control or capital of an enterprise of one of the Contracting States
and of an enterprise 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 independent enterprises, then, any income or 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 income or profits of
that enterprise and taxed accordingly

ARTICLE 11

DIVIDENDS

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 the" first-mentioned Con-
tracting State

2 Where a dividend was paid by a company which was resident in both Malaysia
and Singapore and the meeting at which the dividend was declared was held In
Malaysia, or where a dividend was paid by a company which was resident in Singa-
pore and at the time of payment of that dividend the company declared itself to
be a resident of Malaysia for the purposes of Article VII of the Agreement between
the Government of Malaysia and the Government of the Republic of Singapore for
the Avoidance of Double Taxation and the Prevention o£ Fiscal Evasion with res-
pect to Taxes on Income signed in Singapore on 26th December, 1968, the dividend
shall be deemed to haVe been paid by a company resident in Malaysia

3 Where a dividend was paid by a company which was resident in both
Malaysia and Singapore and the meeting at which the dividend waa declared was
held in Singapore, or where a dividend was paid by a company which was resident
In Malaysia and at the time of payment of that dividend, the company declared
itself to be a resident of Singapore foT the purposes of Article VII of the Agree-
ment between the Government of Malaysia and the Government of the Republic
of Singapore for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income signed in Singapore on 26th December,
19fi8, the dividend shall be deemed to have boon paid by a company not resident
m Malaysia.

4 Nothing in this Article shall affect t'le provisions of the law m Malaysia under
which the tax In respect of a dividend paid by a company resident in Malaysia from
which Malaysian tax has been, or has been deemed to be, deducted may be adjusted
by reference to the r ite.s of tux appropriate to the year oi' assessment immediately
following that m which the dividend was paid

5 Where a company which is a resident of one of the Contracting States derives
income or profits from sources withm the other Contracting State, there shall not
be imposed in that other Contracting State any form of taxation on dividends paloV
by the company to persons not resident in flat other Contracting State or any
tax in the nature of an undistributed profits tax on the undistributed profits of the
company, whether or not those d'vidends represent, in whole or in part, income
or profits so derived.

ARTICLE 12

INTEREST

1 Interest derived by a resident of one of the Contracting States from the
other Contracting State may be taxed in that other Contracting State

2 Interest shall be deemed to be derived from a Contracting State if the payer
is the Government, a State Government, a political sub-division, a local authority
or a resident of that Contracting State. Where, however, the payer has in the other
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Contracting State a permanent establishment with which the loan or other indebted-
ness in respect of which the interest is paid, js effectively connected and such
interest is borne by such permanent establishment, then such interest shall be
deemed to be derived from the Contracting State in which the permanent establish-
ment is situated. In such a case, the provisions of Article 7 shall apply.

3 Where, owing to a special relationship between the payer and the lecipient,
or between both of them and some other persons, the amount of the Interest paid,
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 recipient m the absence of
such relationship, the provisions of this Article shall apply only to the last men-
tioned amount In that case, the excess part of the payments shall be taxed accord-
ing to the laws of each Contracting State, due regard being had to the other pro-
visions of this Agreement

4 The term "Interest" as used in this Article means income from Government
securities, bonds or debentures, whether or not secured by mortgage and whether
or not carrying a right to participate in profits, and debt-daimg of every kmd as
well as all other income assimilated to income from money len'f by the taxation
law of the State m which the income arises

ARTICLE 13

ROYALTIES

1 Royalties derived bv a resident of one of the Contracting States from the
other Contracting State may be taxed in that other Contracting State

2 Notwithstanding the provisions* of paragraph 1 of this Article, royalties of
the kind mentioned in clauses fa) and (b) of paragraph 'S of this Article and derived
from Malaysia by a resident of India shall be exempt from tax In Malaysia. If the1

agreement'under which such royalties are payable is approved by the Government
of Malaysia after this Agreement Is signed

3 Royalties shall be deemed to be derived from a Contracting State if the payer
is the Government a State Government, a political sun-division, a local authority
or a resident of that Contracting State Where, however, the payer has in the other
Contracting State a permanent establishment with which the right or property
giving rise to the royalties is effectively connected, then, such royalties shall be
deemed to be derived from the Contracting State in which the permanent establish,
ment is situated In such a case, the provisions of Article 7 shall apply.

4 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 having
recard 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 recipient in the absence
of such relationship, the provisions of this Article shall apply only to the las*
mentioned amount. In that case, the excess part of the payments shall be taxed
according to the laws of each Contracting State, due regard being had to the other
provisions of this Agreement

5 The term "royalties" as used in this Article means payment of any kind
received as a consideration for the use of, or the right to use—

(a) any patent, trademark, design or model, plan, secret formula or process,
(b) industrial, commercial, or scientific equipment, or information concern-

ing industrial, commercial or scientific experience,
(c) any copyright of literary, artistic or scientific work, cinematograph

films, or tapes for television or broadcasting,
hut does not Include royalties or other amounts paid in respect of operation of
mines or quarries or of the extraction or removal of natural resources.

ARTICLE 14
DEPENDENT PERSONAL SERVICES

1 Subject to the provisions of Articles 15, 17 and 18, salaries wages and other
similar remuneration derived bv a resident of one of the Contracting States m
respect of an employment shall be taxable only m 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
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2 Notwithstanding the provisions of paragraph 1 of this Article, an individual
who ±s a resident df Malaysia shall be exempt from tax in India on remuneration'
in respect of an employment exercised in any previous year in India, if—

(a) he is present m India for a period or penods not exceeding in the
aggregate 183 days during that previous year; and

(b) any period for which he is present within India does not form part of
a continuous period of more than 183 days throughout which he is
/present within India, and

(c) the remuneration is paid by, or on behalf of, an employer who is not a
resident of India; and

(6) the amount of remuneration is not deductible in computing the income
or profits of an enterprise chargeable to Indian tax

3. Notwithstanding the provisions of paragraph 1 of this Article, an individual
who is a resident of India shall be exempt from tax in Malaysia on remuneratllon
in respect of an employment exercised in any basis year for a year of assessment
in Malaysia, if—

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

(b) any period for which he is present within Malaysia does not form part of
a continuous period of more than 183 days throughout which he is
present within Malaysia, and

(c) thp remuneration is paid by or on behalf of an employer who is not a
resident of Malaysia, and

(d) the amount of remuneration is not deductible in computing the income
or profits of an enterprise chargeable to Malaysia tax

4 Notwithstanding the preceding provisions of this Article, remuneration HI
respect of an employment exercised aboard a ship or aircraft engaged in internatifo-
jaal traffic and operated by an enterprise of one of the Contracting States may be
•ta!xed In that Contracting State

5 In relation to remuneration of a director of a company derived from the
company, the provisions of this Article shall apply as if the remuneration were
remuneration of an employee in respect of an employment

ARTICLE 15

DIEECTOBS' FEES

Notwithstanding the provisions of Article 14, directors' fees and similar pay-
ments derived by a resident of one of the Contracting State in his capacity as a
member of the board of directors of a company which is a resident of the other
Contrac+ing State may be taxed in that other Contracting State.

ARTICLE 10

ARTISTES AND ATHLETES

1. Notwithstanding the provisions of Article 14, income derived by public
entertainers (such as stage, motion picture, radio or television artistes and musi-
cians) or athletes, from their personal activities as such may be taxed in the Con-
tracting State in which these activities are exercised1

Provided that such Income shall not be taxed In the said Contracting State if
the visit of the public entertainers or athletes to that State is directly or indirectly
supported, wholly or substantially, from the public funds of the Government of the
other Contracting State

2 For the purposes of this Article, the term "Government" includes a State
Government, a political sub-division, or a local or statutory authority of either
Contracting State.
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ARTICLE 17

NON-GOVERNMENT PENSIONS AND ANNUITIES

Any pension (other than a pension of the kind referred to In Article 18) or any
annuity in respect of past services derived by an Individual who is a resident of
one of the Contracting States from the other Contracting State shall be taxable
only in the first-mentioned Contracting State

ARTICLE 18

GOVERNMENT REMUNERATION AND PENSION

1 Remuneration (not being a pension) paid by the Government of Malaysia
to any individual who is a citizen of Malaysia in respect of services rendered in the
discharge of governmental functions in India shall be exempt from Indian tax.

2 Remuneration (not being a pension) paid by the Government of India to
any individual who is a citizen of India in respect of services rendered in th e dis-
charge of governmental functions in Malaysia shall be exempt from Malaysian tax.

3. Any pension paid by the Government of one of the Contracting States to any
individual may be taxed in that Contracting State.

4 The provisions of paragraphs 1 and 2 of this Article shall not apply to pay-
ments in respect of services rendered in connection with any business carried on by
the Government of either of the Contracting States for the purposes of profit

5. For the purposes of this Article, the term "Government" shall Include any
State Government or local or statutory authority of either Contracting State and
in particular the Bank Negara Malaysia and the Reserve Bank of India

ARTICLE 19

STUDENTS AND APPRENTICES

I. An individual who is a resident of one of the Contracting States and v/ho
visits the other Contracting State solely as a student at a recognised university,
college, school or other similar recognised educational institution in that other
Contracting State or as a business or technical apprentice therein, for a period
not exceeding five vears from the d~ate of his first arrival m that other Contracting
State in connection with that visit, shall be exempt from tax in that other
Contracting State on—

(a) all remittances from abroad for the purposes of his maintenance,
education or training, and

(b) any remuneration (not exceeding 3,000 Malaysian dollar's or 7,500
Indian Rupees during any basis year or previous year, as the case
may be, for any year of assessment) for personal seivices rendered
in that other Contracting State with a view to supplementing the
resources available to him for such purposes

2 An individual who is a resident of one of the Contracting States and who
visits the other Contracting State for the purposes of study, research or training
solely ns o tec piet't of a gra^t, allowance or award from the Government of

either of the Contracting States or from a scientific, educational, rehfiicus or
charitable organisation or under a technical assistance programme entered into
by the Government of either of the Contracting States for a period not exceeding
five years from the date of his first arrival in that other Contracting State m
connection with that visit shall be exempt from tax m that other Contracting
State on—

(a) the amount of such grant, allowance or award,
(b) all remittances from abroad for the purposes of his maintenance,

education or traimng; and
(c) any remuncr'ation (not exceeding 3,000 Malaysian Dollars or 7,500

Indian Rupees for any basis year or previous year, as the case may
be for any year of assessment) in respect of services in that other
Contracting State if the serviced aro performed in connection with
Jus study, research, training or are incidental thereto.
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3. An individual who is a resident of one of the Contracting States and who
visits the other Contracting State solely as an employee of, or under contract
with, the Government or an enterprise of the first-mentioned Contracting State
solely for the purpose of acquiring technical, professional or business experience
for a period not exceeding twelve months from the date of his first arrival in
that other Contracting State in connection with that visit shall be exempt in
that other Contracting State on—

(a) all remittances from abroad for the purposes of his maintenance,
education or training, and

(b) any remuneration, so far as it is not in excess of 5,000 Malaysian.
Dollars or 12,500 Indian Rupees, as the case may be, for personal
services rendered in that other Contracting S,tate, provided such
services are in connection with hia studies or training or are
incidental thereto,

4. For the purposes of this Article and Article 20—

(1) the term "Government" shall have the same meaning as in paragraph
5 of Article 18,

(il) an individual shall bo deemed to be a resident of a Contracting State
if he is resident in that Contracting State in the basis year or the
previous year, as the case may be, in \rhieh he visits the other
Contracting State or in the immediately proceding basis year or the
previous year.

ARTICLE 20

PROFESSORS, TEACHERS ANP RESEARCHERS

1 An individual who is a resident of one of the Contracting States and who,
at the invitation of the Government of the other Contracting State or of a
university or other recognised educational institution situated in that other
Contracting State, visits that other Contracting State for the primary purpose
of teaching or engaging in research or both, at a university or other recognised
educational institution shall be exempt from tax iri that other Contracting State
on his income from personal services for teaching or research or both at the
university or the recognised educational institution for a period not exceeding
two years from the date of his arrival in that other Contracting State.

2 This Article shall not apply to income from research if such research is
undertaken primarily for the private benefit of a ipeciflc person or persons

ARTICLE 21

INCOME OF GOVERNMENT AND INSTITUTIONS

1 The Government of one of the Contracting States shall be exempt from
tax in the other Contracting State in respect of any income derived by such
Government from that other Contracting State

2 For the purposes of paragraph 1 of this Article, the term "Government"—

(a) m the case of Malaysia means tho Government of Malaysia and shall

include—

(I) the Governments of the States;

(II) the Bank Negara Malaysia;
(.ill) any such institutlop or bodv as may be agreed from time to time

between the two Contracting States;
(b) in the case of India means..the Government of India and shall include—

(i) the Government of the States and the Union territories of India;

(ii) the Reserve Bank of India;
(iii) any such institution or body Us may be agreed from time to time

between the two Contracting States
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CHAPTER IV

ELIMINATION OF DOUBLE TAXATION

ARTICLE 22

1. The laws in force in either of the Contracting States will continue to
govern the taxation of income in the respective Contracting States except where
provisions ro the contrary are made m this Agreement,

2. (a) The amount of Malaysjen tax payable, under the laws of Malaysia,
and in accordance with the provisions of this Agreement, whether directly or by
deduction, by a resident of India, in respect of income from sources within
Malaysia which has been subjected to tax both in India and Malaysia, shall be
allowed as a credit against the Indian tax payable -n respect of such income but
In an amount not exceeding that proportion of Indian tax which such income
.bears to the entire income chargeable to Indian tax.

(b) For the purposes of the credit referred to in pub-paragraph (a) above,
ihere shall be deemed to have been paid by the resident of India: —

U) the amount of tax which would have been paid in respect of royalties
but for the exemption provided in paragraph 2 of Article 13, and

(ii) the amount of tax which would have been paid if the Malaysian tax
had not been reduced or relieved in accordance with the special
incentive measures designed to promote economic development in
Malaysia-

n s ) which are set forth in sections 21, 22 and 26 of the Investment
Incentives Act, 1968 of Malaysia; or

(bb) which may be introduced in future m the Income Tax Act, 1967,
Supplementary Income Tax Act. 1967, Petroleum (Income, Tax)
Act, 1967 Or Investment Incentives Act, 1968 in modification of or
in addition to the existing measures:

Provided an agreement is made between the two Contracting States in
respect of the scope of the benefit accorded by the said measures.

3 fa) The amount of Indian tax payable, under the law^ of India nnd in ac-
cordance with the provisions of this Agreement, whether dnectly or by deduction,
by a resident of Malaysia, in respect of income from sources within Indie which
has been ^ubjerted to tax both in India and Malaysia, shall hf allowed as a credit
against Malaysian tax pavablei in respect of such income, but m an amount not
exceeding that proportion of Malaysian tax which such income bears to the entire
income chargeable to Malaysian tax.

(b) For the purposes of the credit referred to m sub-pamgijph (Q) above,
there shall be deemed to have been paid by the resident of Malaysia the amount
which would have been paid if the Indian tax had not been rt'duced or relieved
In accordance with the special incentive measures designed to promote economic
development in India—

(i) in relation to royalties, as set forth in the relevant annual Finance Act
of India; and

(ii) in relation to other income as set forth in' the following sections of
the Income-tax Act, 1961 of India or which mav be introduced in
future In the Indian tax laws in modification of or in addition to
the existing measures, provided that an agreement 1r. made between
the two Governments in respect of thet scope of the benefit accorded
by the said measures:—

(aa) Section 10(15) (IV) (b) and (c)—relating to exemption from tax
of (a) an approved foreign financial institution in respect of inte-
rest on monevs lent by it to an industrial undertaking l n India
under a loan agreement; and (b) a non-reaident ln respect of interest

on moneys ic-t or credit facilities allowed by him 1o an iiVuftrial
undertaking in India for the purchase! outside India of raw mate-
rials or capital plant and machinery;

{bb) Section 83—relating to development rebate in respect of ships,
machinery or plant;
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(cc) Section 80J—relating to deduction in respect of profits and gains
from eligible industrial undertakings or ships or hotels;

(dd) Section 80K—relating to deduction in respect of dividends attri-
butable to profits and gains from, eligible industrial undertakings
or ships or hotels, and

(ee) Section 80M—relating to deduction in respect of certain dividends
received by a company from a domestic company. This Sub-clause
shall apply in relation to a company which is a resident of
Malaysia only if such company beneficially holds shares (either
singly or together with any company controlling it or any company
controlled by it) carrying not less than ten per cent of the voting
power in the domestic company and the domestic company is an
industrial company.

(iii) any other incentive measure as may be agreed from time to time
between the two Contracting States.

CHAPTER V

SPECIAL PROVISIONS

ARTICLE 23

NON-DlSCRlMlNATION

1. Citizens or nationals 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 citizens or nationals of that other Contracting State in
the same circumstances and under the same conditions are or may be subjected
This provision shall not be construed as obliging one of the Contracting States
to grant to citizens of the other Contracting State not resident in the flrst-
mentioned Contracting State those personal allowances, reliefs a n d reductions
for tax purposes which are by law available only to citizens of that flrst-
mentioned Contracting State and to such other persons as may be specified i n

such law who are not resident in that first-mentioned Contracting State

2 The taxation on a permanent establishment which an enterprise of one of
the1 Contracting States has in the other Contracting State shall not be less
favourably levied in that other Contracting State than the taxation levied on
enterprises of that other Contracting State carrying on thP same activities in'
the same circumstances and under the same conditions

3. Enterprises 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 b e 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 require-
ments to which other similar enterprises of that first-mentioned Contracting
State are or may be subjected in the same circumstances and under the same
conditions

4 In' this Article, the term "citizens or nationals" in relation to a Contracting
State means •—

(a) all individuals possessing the citizenship or nationality of that Con-
tracting State;

(b) all legal persons, partnerships, associations and other entities deriving
their status as such from the law in force in that Contracting State.

ARTICLE 24

MUTUAL AGREEMENT PROCEDURE
1. Where a resident of one of the Contracting States considers that the

actions of one or both of the Contracting States result or will result in taxation
not in accordance with this Agreement, he may, notwithstanding the remedies
provided by the taxation laws in force in the Contracting States present hie
case to the competent authority of the Contracting State of which he is a
resident.
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2. The competent authority of the first-mentioned Contracting State shall
endeavour, if the objection appears tc it to be justified and if it is not itself
able to arrive at an appropriate solution, to resolve that case by mutual aggree-
ment with the competent authority of the other Contracting State with a view-
to the avoidance of taxation which is not m accordance with this Agreement

3 The competent authorities of the Contracting States shall endeavour to
resolve by mutual agreement any difficulties or doubts aiising as to the inter-
pretation or application of this Agreement

4 The competent authorities of the Contracting States may communicate
with each other directly for the purposes of giving effect to the provisions of
this Agreement.

ARTICLE 25

EXCHANGE OF INFORMATION

1 The competent authorities of the Contracting States shall exchange such
information or document as is necessary for carrying out the provisions of this
Agreement or for the prevention or detection of evasion or avoidance of the
taxes which are the subject of this Agreement, Any information or document
so exchanged shall be treated as secret but may be disclosed to persons (includ-
ing a court or administrative body) concerned with the assessment collection,
enforcement or prosecution in respect of the taxes which are the subject matter
of this Agreement or to persons with respect to whom the information or document
relates,

2 The exchange of information or documents; shall be either on a routine
basis or on request with reference to particular cases The competent autho-
rities of the Contracting States shall agree from time to time on the list of the
information or documents which shall be furnished on a routine basis.

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

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

(b) to supply information or documents which are not obtainable under
the laws or in the normal course of the administration of that or
of the other Contracting State;

(c) to supply information or documents which would disclosed any trifle,
business, industrial, commercial or professional secret or trade
process or information the disclosure of which would be contrary
to public policy.

ARTICLE 28

DIPLOMATIC AND CONSUMER OFFICIALS

Nothing in this Convention shall affect the fiscal privileges of diplomatic or
consular officials under the general rules of international law or under the pro-
visions of special agreements.

CHAPTER VI

FINAL PROVISIONS

ARTICLE 27

ENTRY INTO FOBCE

1 This Agreement shall come into force on the date when the last of all such
things shall have been done in Malaysia and India as are necessary to give the
Agreement the force of law in Malaysia and India respectively.

2 The Contracting States shall notify each other of the completion of the re-
quirements mentioned in paragraph 1 of this Article. The exchange of diplomatic
notes certifying that this requirement has been completed shall take place at Kuala

Lumper
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Upon the exchange of such diplomatic notes this Agreement shall have

a) in Malaysia1—

,]? respects Malaysian tux for the year of assessment beginning on 1st Janu-
ary, 197.S, and subsequent years of assessment,

(b) in India,—

s rcspcc-ts Indian fox lor the assessment year commencing on the 1st day
of April, 1D7H, and subsequent years of assessment

ARTICLE 28

TERMINATION

Thie Agreement shall continue m effect indefinitely, but either of the Con-
' States may, on or before 30th June in any calendar year after the year
e to the other Contracting State written notice of termination and in such
's Agreement shall cense to be effective—

in India—•

ispects Indian tax for the year of assessment commencing on the 1st day
of April of the calendar year next following the calendar year in which
such notice is given and subsequent years of assessment;

n Malaysia—

_cts Malaysian tax for the year of assessment next following the, ca-
ndar year in which such notice is given and subsequent years of
cssment

"". whereof the urdersigned, duly authorised thereto, have signed

<-e at New Delhi, this twenty fifth day of October one thousand
venty six in the Hindi, Malay and English languages, all the
ithentic, except that in the case of divergence of mterpreta-

hdll prevail

• MUKHERJEE. (Sd ) TAN SRI HAJI ABDUL KHALTD.

BIN AWANG OSMAN.

For the Govt of Malaysia.

PROTOCOL

i the Agreement between the Government of India and
la for the Avoidance of Double Taxation and the Pre-

i with respect to Taxes on Income, the undersigned have
icome derived from a Contracting State by a resident of
te from the operation of ships in international traffic the
ie flrst-mentloned Contracting State shall accept a certi.

tent authority of the other Contracting State for the

Agreement.

•*w the following.—

i wherever derived;
et of shipping operations computed for the pur-

the other Contracting State, and

n allowances (excluding any allowance brought for-
nous period) given by the competent authority of
*ng State.

t this Protocol shall constitute an integral part



646 THE GAZETTE OF INDIA EXTRAORDINARY PART II—"

IN WITNESS WPfEREOF the ur 'kmgned. duly authorised thereto, h" -
this Protocol

DONE in duplicate at New Delhi on the 25th day of October, 1976 in it
Malay and English languages, all the texts being equally authentic, e:
in the case of divergence of interpretation the English text shipll preT -

(Sd.) PRANAB KUMAR MUKHERJEE.

For the Govt of India.
(Sd) TAN SHI HAJI ABDUL KHALID BIN AWANO

For the Govt. of M

[No. 1705/F. No. ll(43)/4

J C. KALRA, .
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