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INDEPENDENT STATE OF PAPUA NEW GUINEA.
No. of 1998.
AN ACT
entitled
Income Tax (International Agreements) (Amendment) Act 1998,

Being an Act to amend the Income Tax (International Agreements) Act 1987,

MADE by the National Parliament to come into operation in accordance with a notice in
the National Gazette by the Head of State, acting with, and in accordance with, the advice
of the Minister.

1. INTERPRETATION (AMENDMENT OF SECTION 1).
Section 1(1) of the Principal Act is amended by inserting after the definition “the
Germany Agreement” the foilowing new definition:-

"'the Korean Agreement’ means the agreement between the Government of the
Independent State of Papua New Guinea and the Government of the Republic of
Korea for the avoidance of double taxation and the prevention of fiscal evasion with
respect to taxes on income, being the agreement a copy of which is set out in
Schedule 8;".

2. NEW SECTION 3G. ,
The Principal Act is amended by inserting after Section 3F the following new
section:-

"3G. AGREEMENT WITH KOREA.

Subject to this Act, on and after the date of entry into force of the
Korean Agreement, the provisions of the agreement so far as those provisions affect
Papua New Guinea tax, have the force of law according to their tenor.".

13, NEW SCHEDULE 8.
The Principal Act is amended by inserting after Schedule 7 the following new
schedule:-




SCHEDULE §

AGREENENT BETWEENTHE GOVERNMIENT OFF
FE: REPUBLIC OF KORIEA '

AN

TP GOVERNMIENT O
FTHLE INDEPENDENT STATE OF PAPUA NEW GUINEA

FORTHE AVOIDANCE OF DOUBHE TAXATION
AND TH PREVENTION OF FISCAL EVASION
WITTT RESPECT TO TAXES ON INCOME

The Governmenl of Republic of Korea and the Government of the
[ndependent State of Papua New Guinea, desiting to conclude an Agreement
for the avoidance of donble taxation and the prevention of fiscal evasion with
respect (0 laxes on come,

[lave agrecd as follows:



Article |

PERSONAL SCOPLE

This Agreement shall apply Lo persons who are residents of one or both
of the Contracling Stales.




Article 2

TAXES COVERED

P The taxes which are the subject of this Agrecment are

-

(a)  Inthe case ol Korea:

(1) the mcome tax:

(1) the corporation tax:

(1) the mhabitant tax; and

(1v)  the special tax for rural development,
(hercinalter referred (o as “Korean tax™ )

(by I the case of Papua New Guinea:

(1) the taxes miposed under the Papua New Guinea
[ncome Tax Act (1959) (as amended); and

(ny  laxes or lax incentives mmposed or granlted by (he
State ot Papua New Guinea with the object of
providing or fostering economic development for
the benefit of tts nationals

(heremaller referred to as “Papua New Ciuinean tax™).

2. The Agreement shall apply also to any identical or substantially sunilar
taxes which arc miposed by either Contracting State after the date of
stgnature of the Agreement in addition to, or m place of, (he taxes of that
Contracting State relerred o i paragraph 1. The competent authorities of the
Contracting State shall notify each other ol any snbstantial changes which
have been made i their respective taxation laws as soon as practicable.



Article 3

GUNERAL DEFINITIONS

T this Agrecment unless the context otherwise requires:

(a)

the term “Korea means the territory of the Republic of Korea
meluding any area adjacent to (he territortal sea of the Republic
of Korea winch, m accordance with miernational law, has been
or nav hereafter be designated under the laws of the Republic of
Korea as anoarea within which the sovereign rights of the
Republic of Korea with respect o the sea-bed and sub-sod and
their natnral resources may be exercisel:

the term “Papua New Guinea™ means the Independent State of
Papua New Guinea and, when used in a geographical seunse,
mcludes any area adjacent to territorial limits ol Papua New
Ciuinea inaespect of which there is for the time being in force,
consistent with mternational law, a low of Papua New Guinea
dealing with the exploitation of any of the natural resources of
the Continental Shelf; its sea-bed and sub-soi;

the terms o Contracting State™ and “the other Contracting
State”™ mean Korea and Papua New Guinea as the context
requires:

the term “lax” means Korean tax or Papua New Guinean tax, as
(he conlext requires; but does not include any penalty ot inlerest
imposed inder the laws of either Contracting Stale;

the term “person” includes an individual, a company and any
other body ol persons, but does not include partnerships;

the ferm “company” means any bodyv corporate or any entity
. . |
which is (reatled as a body corporate {or tax purposes;




() the terms “enterprise of a Contracting State™ and “enterprise of
the other Contracting Stale™ mean respectively an enterprise
carricd on by a resident of a Contracting State and an enterprise
carricd an by a resident of the other Contracting State:

(h)y  the term “nattonal™ means:

(1y  amy adividual  possessing  the  nationality  or
cilizenship ol a Contracting State: and

(i) any other legal entity deriving its status as such
frons the law in force m a Contracting State:

(1) the term competent authortty™ means:

(1) i the case ol Korea, the Mmister of Fmance and
L:conomy of his authorised representative:

(iy in the case ol Papua New Guinea, the
Comuonssioner  General  of  Internal  Revenue
Comnussion or an authorised representative of the
Commissioner General of Internal Revenue;

(1) the tecrm “miternational traffic™ means ony transport by a ship or
atrerall operated by an enterprise of a Contracting State, except
when the ship or aircrafl is operated soicly between places n the
other Contracting State.

2. As regards the application of the Agreement by a Contracting State any
term not defined (herein shall, unless the context otherwise requires, have the
meanting which tt has under the law of that Stale concerning the (axes (o
which the Agreement applies.



Articie 4

RESTDENT

I For the pusposes of this Agreement, the term resident ol a Contracting
State” means any person who, under the laws ol that State, is lable to lax
therein by reason ol his domicile, residence, place of head or main office,
place of management. place ol mcorporation, or any other criterion ol a
simifar nature. But this (erm does not include any person who is liable to tax
i that State in respeet only ol thcome from sources m that State,

2 Where by rcason ol the provisions ol paragraph | an individual s a
resident of both Contracting Slates. then his status shall be determined as
folfows:

(a)  he shall be decmed to be a resident of the State it which he has a
permanent home avatlable to him: o he has a permanent home
avatlable 1o him in both States, he shall be deemed to be a
resident ol the State with wihich his personal and economic
relations are closer (centre of vital intercsts);

(b)y i the State i which he has his centre of vital interests cannot be
determined. or if he has not a permanent home available (o him
m either State, he shall be deemed to be a resident of the State in
whicli he has an habitual abode:;

(¢) il he has an habitual abode m both States or m netther of them,
he shall be deemed (0 be a resident of the State of which he is a

natronat:

(d)y il he s a netional of both States or of neither ol them, the
competen( authorities of the Contracting Slates shall settle the
~uestion by mutual agreement.




3 Where by 1cason ol the provisions of paragraph | of this Article a
person other than an individual is a resident of both Contracting States, then it
shall be deemed to he a resident of the State in which (he place of eflective
management of s business s situated. [owever. where such a person has
the place of elleelive management ol s business m one of the Contracting
States and the place of tead olfice oi s business in (he other Countracting
State, then the competent authorities of the Contractimg States shall determine
by mutual agreement the State of which the company shall be deemed to be a
resident for the purposcs ol this Agreement.,

[
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Article 5

PERMANENT ESTABLISHMIENT

the | purposes  of  this  Agreement., the (e “permanent

establishment”™ mcans a lixed place of business through which the business of’
an enterprise is wholly or partly carried on.

2. The term “permancent establishment™ inclodes cspecrally:
(a) a place ol management;
(b)  abranch:
(¢) an ollice:
(d) a lfactory:
(e}  aworkshop _
(o mune. an ol or gas well, a quarry or any other place of
extraction ol natural resources mncluding timber or other forestry
product;
(g) an mstallation or structure used f{or the exploilation of natural
resources;
(h)  aplace where agricultural or pastoral activity is catried
o,
3.0 A butlding siic or construction or mstallation project constitules a

permanent establishment only if it lasts more than 183 days.

q. An enterprise shall be deemed to have a permanent establishment in
one of the Contracting States and to carry on business through that permanent
establishment if: f

(a)

it carries on supervisory aclivities in that State for more than 6
months in any 12 month period in conunection with a building
site, or o construction, mstallation or assemibly project which s
betng undertaken i that Slate;




(b)  substantial cquipment is bemg used in that State for more than
183 davs by, lor or under contract with the enterprise in
exploration Tor, or the exploitation ol natural resources, or in
activities connected with such exploration or exploitation.
5. Notwithstanding the preceding provisions of this Article, the term

“permanent establishment™ shalt be deemed not to include:

(a)

(b)

(d)

(H

the use of Tactlities solely Tor the purpose ol storage, display or
delivery ol gends or merchandise belonging to the enterprise;

the maitenance of a stock ol goods or merchandise belonging (o
the enterprise solely for the purpose of storage, display or
delivery:

the mamlenance of a stock of goods or merchandise belonging to
(he enterprise solely for the purpose ol processing by another
enterprise:

the mamntenance of a lixed place ol business solely for the
purpose of purchasing goods or merchandise or of collecting
information. for the enterprise;

the maintenance of a fixed place ol busmess solely f(or the
purpose ol carrying on, for the enterprise, any other activity of a
preparatory or auxiliary character;

the maintenance of a fixed place of business solely for any
combinalion of activities mentioned in sub-paragraphs (a) to (e),
provided thal the overall activity ol the lixed place ol business
resulting {rom this combmnation is of a preparatory or auxiliary
character.



0. Nolwithstanding the provisions of paragraph | and 2, where a person -
other than an agent of an independent status to whom paragraph 6 applies - s
acting on behall of an enterprise and has, and habilually exercisés, in a
Contracting State, an authority to conclude contracts in (he name of the
enterprise, that cnicrprise shall be deemed to have a permanent establishiment
i (hat State in respect of any activities which that person undertakes for the
enterprise, wiless the activities of such person are hmited to those mentioned
m paragraph 4 swhich. il exercised through a fixed place ol busmess, would
not make this lixed place of business a permanent establishinent under the
provisions of that paragraph.

7. An enterprise shall ot be deemed to have o permanent establishiment
in a Contracting Stale merely because it carries on business m that State
through a broker. general commission agent or any other agent ol an
independent status, provided (hat such persons are acting in the ordinary
course of their business,

8. The fact that a company which is a resident of a Contracting Slate
coMrols or is controlled by a company which is a resident of the other
Contracting Stale, or which carries on business in that other Stale (whether
through a permanent establisliment or otherwise), shall not of itself constitute
either company a permanent establishiment ol the other.

|3
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Article 6

INCOMICTFROM IMMOVABLE PROPERTY

-

I Income derived by a resident of a Contracting State from inumovable
properly situaled in the other Contracting Slale nmy be taxed in that other
State.

2. The term “imunovable property™ shall have the meaning which it has
under the law ol the Contracting Stale in which the property i question is
sttuated. The term shall in any case mclude property accessory to munovable
property, livestock and equipment used in agricutine and forestry, rights to
which the provisions ol general law respecting landed property apply,
usufruct of smmovable property and rights to vartable or fixed payments as
consideration {or the working of, or the right to work or the right to explore
(or. mineral deposits. oil or gas deposits, quaitics or other places [or the
extraction of natural resources mcludimg trimber and other forestry products:
provided that ships. boa's and aircralt shall not be regarded as mmmovable
property.

3 The provisions of paragraph | shall apply (o income dertved [rom the
direct use, letting or use in any other form of immovable property.

4 Any interest or right referred to in paragraph 2 shall be regarded as
situated n the Contracting State m which the fand (o which the interest or
right relates is situaled.

5. The provistons ol paragraphs | and 3 shall also apply to the income
from immovable property of an enterprise- and to income from immovable
property used for the performance ol independent personal services.



Article 7

BUSINESS PROFITS

[ The profits ol an cierprise of a Contracting Slate shall be taxable only
in that Stale vnless the enterprise carries on business in the other Contracting
State through a permancent establishment situated therein. I the enterprise
carrtes on business as aforesard, the profits of the enterprise may be taxed in
the other State but only so much of them as s atiributable {o thal permanent
eslablishment.

2. Subject to the provisions of paragraph 3, where an enterprise of a
Contracting Slate carrics on business i the other Contracting State through a
permanent estabhishimen( situated therein, there shall in each Contracting State
be attrtbuted (o that permanent establishiment the profits which it might be
expected to make il it were a distinct and separale enterprise engaged in the
same or similar activities under the same or similar conditions and dealing
wholly independentty with the enterprise ol which it 1s a permanent
establishment,

allowed as deductions cxpenses which are incurred for the purposes of the
permanent estabhshment, including executive and general admimstrative
expenses, which would be deductible if the permancnt establishment were an
mdependent enterprise. whether incurred m the State 1 which the permanemnt
establishiment is situated or elsewhere.

3 [n determining the prolits of a permanent establishment, there shall be

4, No profits shall be atiributed to a permanent cstablishment by reason of
the mere purchase by thal permanent establishment of goods or merchandise
for the enterprise.

3




5. Nothing in tlus Article shall alTect the application of any law of a
Contracting Slale relating (o the determination of {he lax liability of a person
in cases where (he mlormation available to the competent authority of that
State 1s inadequate to determine the profits 1o be attributed 1o a permanent
establishment. provided that that law shall be applied, so far, as the
mformation available to the competent authority permits, consistent with the
principles of this Article and internationally accepled rules.

0. For the purposcs ol the preceding paragraphs, the profitls to be
attributed to the permanent establisiunent shall be determined by the same
method year by vear unless there 1s good and sufficient reason to the contrary.

7. Where proflits include ttems of mecome whteh are dealt with separately
in other Articles of this Agreement. then the provisions of those Articles shall
nol be affected by the provisions of this Article.

[



Article 8

STHPPING AND AR TRANSPORT

. Profits of an enterprise ol a Contracting Slate Trom the operalion of
ships or aircrafl i mternational tratlic shall be taxable only in that State,

2. The provisions of paragraph 1 shall also apply (o profils derived from
the participation m a pool. i joint business or an international operating
agency.




Article 9

ASSOCIATED ENTERPRISES

Where

(a} an enterprise of a Contracting State participates directly or
mdirectly in the management, control or capital of an enterprise
ol the other Contracting State, or

(by the samce persons partictpate directly  or indirectly in the
management, control or capital of an enterprise ol a Contracling
State and an enterprise ol the other Contracting State,

and in either case conditions are made or imposed belween the two
enterprises in ther conunercial or financial relations which differ from those
which would be made belween mdependent enierprises, then any prolils
which would, bul tor (hose conditions, have accrued to one ol the enterprises,
but, by reason ol those condiltons, have nol so accrued, may be wcluded in
the profits of that enterprise and taxed accordingly.

2. Where a Contracting State includes m the profits of an enterprise of
that State - and taxes accordingly - profits on which an enterprise of the other
Contracting State has been charged to lax in that other State and the profits so
included are profits which would have accrued to the enterprise of the [irst-
mentioned Stale if the conditions made between the two enlerprises had been
those which would have been made belween mdependent enterprises, then
that other Stale shall make an approprate adjustment to the amount of the tax
charged therein on those profits. [n determuning such adjustiient, due regard
shall be had to the other provisions of this Agreement and the competent
authorities-of the Contracting States shall, if necessary, consult each other.



3. Nothing in this Article shall aflect the application of any law ol a
Contracting State relating to the deternination of the tax liability of a person,
including delerminations in cases where (he information available 1o the
competent authority ol that State is imadequate to deternine the income {o be
attributed to an enterprise. provided that that law shall be applied, so [ar as il
is practicable to do so. consistent with the principles of this Article and
mternationally accepted rules,




Article 10

DIVIDENDS

I Dividends paid by a company which s a resident of’a Contracting State
to a resident of the other Contracting Slale may be taxed in that other State.

2. However. such divtdends may also be taxed in the Contracting State of
which the company paving (he dividends is a resident and according to the
laws of that Stale, but il the reciptent is the benelicial owner of the dividends
the tax so charged shall not exceed |5 percent of the gross amount of the
dividends.

3. The term “chvidends™ as used in this Article means incoine from shares
or olher rights. not bemg debt-clanns, participating in profits, as well as
income from other corporate rights wlich is subjected to the satne taxation
treatment as income [rom shares by the laws of (he State of winch the
company making the disiribution ts a resident.

4, The provisions ol paragraphs | and 2 shall not apply if the beneficial
owner of the dividends, being a resident of a Contracting State, carries on
business in the other Contracting State of which the company paying the
dividends ts a resident, (hrough a permanent establishment situated therein, or
performs in that other State independent personal services [rom a {ixed base
situated therein, and the holding in respect of which the dividends are paid ts
effectively connecled swith such permanent establishment or [ixed base. In
such case the provisions of Article 7 or Article 14, as the case may be, shall

apply.

20




- R =

5. Where a company which is a resident ol a Contracting State derives
profits or income from the other Comtracting State. that other State may not
impose any tax on the dividends paid by the company, except insofar as such
dividends are patd o a resident of that other State or insofar as the holding in
respect of which the dividends are paid s ellectively connected with a
permanent estabhshment or a fixed base situated m that other State, nor
subject the company’s undistributed profits to o tax on the company’s
undistributed profits. cven if the dividends paid or the undistributed profits
consist wholly or partly of profits or income arising m such other State.




Article 1

INTEREST

I Interest ansimyg in a Contracting State and patd o a resident of the other
Contracting State may be taxed mn that other State.

2. However, such interest may also be taxed in the Contracting State in
which it arises and according to the laws of that State, but il the recipient is
the beneficial owner ol the interest, the tax so charged shall not exceed 10 per
cent of the gross amount of the interest.

3. Notwithstanding the provisions of paragraph 2, interest arising in a
Contracting Slate shall be exempt from tax in that State if it is derived and
benelicially owned by the Government of the other Contracting State or a
local authority thereol or any agency or instrumentality ol the Government or
local authority.

4. The refercnce (o the Govermmment, local anthority and their related
agency or instrumentality in paragraph 3 shall include:
(a)  inthe casc ol Korea:

(1) the Bank of Korea;

(i) the Korea Export-Import Bank:;

(i) the Korea Development Bank; and

(ivy such other financial msttution perfornming functions of a
goveriunental nature as may be specified and agreed upon
in fetters exchanged between the competent authorities of
the Conlracting Slalte;

(b)  in the case of Papua New Guinea:

(1) the National Government;
(iy  the Provinctal Governments;
(1iry  the l.ocal Level Governments;

[ 2]
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(lv) the Statutory bodies; and
(v} such mstitutions, the capital of which is wholly owned by
the Stale or Provincial  Governments, Local Level
Governments or statutory bodies thereol, as may be
~apreed upon from time to time twn letlers exchanged
betsveen the competent authorities of the Contracling
Stales.

5. The term “miterest”™ as used in this Article means income f{rom debt-
clauns of every kind. whether or nol secured by mortgage, and whether or not
carrying a right to participate i the debtor’s profits, and i particular,
mcludes income [rom government securities and income [rom bonds or
debentures. The lerm “interest™ shall not include anv item which is treated as
a distribution under the provisions ol Article 10.

0. The provisions of paragraphs | and 2 shall not apply i the benelicial
owner ol the interest. being a resident of the Confracting Slale, carries on
business in the other Contracting State i which the interest arises, through a
permanent establishiment situated theretn, or performs in that other State
independent personal services from a [ixed base situated therein, and the
debt-claim in respect of which the interest is paid is elfeclively connected
wilh such permanent establishiment or fixed base. In such case lhe provisions
of Article 7 or Article 141, as the case may be, shall apply.

7. [nterest shall be deemed to arise in a Contracting State when Lhe payer
is (hat State itsell. a political subdivision, a local authority or a resident of that
State.  Where. howcever, e person paying the miterest, whether he is a
resident of a Contracting Slate or not, has i a Coniracting Slate a permanent
establishiment or a {ixcd base in connection with which (he indebtedness on
which the interest is paid was incurred, and such interest is borme by such
permanent establishment or {ixed base, then such interest shall be deemed to
arise in the Stale i which (he permanent establishment or fixed base is
siluated.

[
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8. Where, by rcason ol a special relationship between the payer and the
benelicial owner or between both of them and some other person, the amount
of the mterest having regard to the debt-claim lor which it 1s paid, exceeds the
amount which would have been agreed upon by the payer and the beneficial
owner t the abscnce ol such refationship, the provisions of this Article shall
apply only (o the fast-mentioned amount. In such case, the excess part ol the
payiments shall remain taxable according to the faws of each Contracting
State, due regard bemyg had o the other provisions ol this Agreement.

9. The provisions al this Article shall not apply il the debt-claim in
respect of which the miterest is pawd was created or assigned mainly for the
purpose of laking advantage of this Article and not for bona [ide commercial
reasons.



Article 12

ROYALTIES

I Royattics arismg m a Contracting State and paid to a residenl of the
other Contracting State may be taxed i that other Siate.

2. However, such rovaities may also be taxed m the Contracting State in
which they avise and according to the laws of (hat State: but where the
benelicial owner of such rovalties 1s a resident of (he other Contracting State
the tax so charged shall not exceed 10 per cent of the gross amount of the
rovallies.

3. The (et “rovalties™ as used in this Article means payments of any
kind recetved as a consideration [or the use ofl. or the right to use, any
copyright of literary, artistic or scientific work including cinematograph fifms,
or films or tapes for radio or television broadcasting, any patent, trade mark,
design or model, plan, sceret formula or process, or lor the use of, or the right
(o use, industnal. conunercial, ot scienttflic equipment, or for information
concerning industrial, commercial, or scientific experience.

4. The provisions of paragraph | shall not apply i the benefictal owner of
the royalties, betng a resident of a Contracting Stale, carries on business in
(he other Contracting Stete in wluch the royalties arise, through a permanent
establishment situated therein, or performs in that other State independent
personal services from a fixed base situated therein. and the right or property
in respect of which the rovalties are paid ts elfectively connected with such
permanent establishment or lixed base. In such casc. the provisions ol Acticle
7 or Article 14, as (he case may be, shall apply.




5. Where. by reason of a special relattonship between the payer and the
benelicial owner or hetween botly of them and some other person, the amount
of the royalties. having repard to the use, night or mlormaton for which they
are paid, excceds the amount which would have heen agreed upon by the
paver and the beneficial owner m (he absence of such relationship, the
provisions ol this Article shall apply only to the last-mentioned amount. In
such case, the cxcess part of the payments shall remain taxable according (o
the laws of each Contracting State, due regard being had {o the other
provisions of thus Agreement.

0 In this Aiticle. o relerence (o royalties pard or to the payment of
royalties may include rovalties payable.
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Article 13

CAPITAL GAINS

-

I Gains derived by a resident of a Contracting State [rom the alienation
ol immovable property referred to in Article 6 and situated in the olher
Contracting Stale mav be laxed in that other State.

2. Gains from the alienation ol movable property lorming part of (he
business proper(y of a permanent establishment which an enterprise ol a
Contracting State has in (he other Conlracting Stale or of movable property
pertamning to a lised hase available 1o a resident ol Contracling State in the
other Contracting Stale for the purpose of perlorming independent personal
services, includig such gains from Lhe alienation of such a permanent
establishment (alone or with the whole enterprise) or of such fixed base, may
be taxed m that other State.

3. Gains from the alicnation of ships or aicerall operated in iternational
traflic o movable property pertaming (o the operation of such ships or
aircrall shall be taxable only in the Contracting State of which the enterprise
is a resident.

4. Gains {rom the alienation of any property other than that referred to i
paragraphs [, 2 and 3, shall be taxable only m the Contracting State of which
the alienator 1s a resident.




Articke 14

INDEPENDENT PERSONAL SERVICLS

L. Income derived by a resident of a Contracling State in respect of
professional services or other activities ol an independent character shall be
taxable only in that State unless:

(a) a permancnt establishment or fixed basc is regularly available to
the individual m the other Contracting State for the purpose of
performing the individual’s activities, in which case, so much of
the mcome as s attributable to activities exercised from that
permancni cstablishment or fixed base may be taxed i the other
State:

(b)  itncome is derived by the individual from a resident of that other
Contracting State and exceeds an amount of US$10,000 or s
equivalent in Papua New Guinean currency or Korean currenicy
i any 365 day pertod, i which case so much of the income as is
derived from the activities in that other Contracting Slate may be
taxed i that State; or

(c) an individual’s stay n that other Contracting Stale exceeds 6
months m any 305 day period, m winch case so much ol the
income as is derived [rom activities in that olher Coutracting
State may be taxed in that State.

2 The term “prolessional services” includes especially independent
scientific, literary. artistic, educational, teaching technical, manageral. or
consultancy activities as'well as the independent activities of phvsicians,
lawyers, enginecrs, architeets, dentists and accountants and any services ol a
technical, managerial or consullancy nature.

i



Article 1§

DEPENDENT PERSONAL SERVICLES

I Subject to the provisions of Articles 16, 18. 19, 20 and 21, salaries,
wages .nd other sitmilar remuneration derived by a resident ol a Contracting
State in respect of an cinployment shall be taxable only in (hat State unless
the employment s exercised i (he other Contracting State. I (he
employment is so excrcised, such remuneration as 15 derived therelrom may

be taxed in that other Stale.

2. Notwithstanding the provisions of paragraph |, remuneration derived

by a resident of a Conlracting State 11 respect ol an employment exercised in
the other Contracting State shall be taxable only i the first-mentioned State

1§
(a}  the recipient s present in the other Stale [or a period or periods

not cxceeding i the aggregate 183 days m any twelve month
period commencing or ending i the fiscal vear concerned;

(by  the remuneration is paid by, or on behalf of, an employer who is
nol a restdent of the other State: and

(c) the remuneration is nol bome by a permanent establishment or a
lixed base which the emplover has iy the other State.

3 Notwithstanding the preceding provisions of this Article, remuneration
derived in respeet ol an employment exercised :iboard a ship or aircrafl
aperated in international {raffic by an enterprise of » Contracting State, shall

be taxable only in that State.




Article 16

DIRECTORS™ IFIEES

Directors’ fees and other simifar payments dertved by a resident of a
Contracting Stale i 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 m
that other State.



Article 17

ARTISTES AND SPORTSMIEEN

I Notwithstanding the provisions of Articles [ and {5, income derived
by a resident of a Contracting Slate as an enlertamer, such as a (heatre,
motion picture, radio or television artiste, or a musician, or as a sportsiman,
rom his personal activities as such excreised in the other Contracting Stale,

may be taxed m that other State,

2. Where income in respect of personal aclivities exercised by an
eulertainer or a sportsman in Jus capacity as such accrues not to (he
entertaiiier or spottsman himsell but to another person, (hat income may,
notwithstanding the provisions of Articles 7, [4 and 15, be taxed n the
Contracting Stale in which the activities of the enfertainer or sportsiman are

exercised.

3. Notwithstanding the provistons of paragraphs | and 2 ol this Article,
income  derived by cutertainers or sportsmen who are residents of a
Contracting Stale from the activities exercised in the other Contracting State
under a special programme of cultural exchange agreed upon between the
governments of both Contracting  States, shall be exempt from {ax in that

olher State.




Article 18

PENSIONS

Subject (o the provisions ol paragraph 2 ol Article 19, pensions and
other similar remuneration paid to a resident of a Contracting Slate in
consideration of past employment shall be taxable only in that State.



(a)

Article [9

GOVERNMENT SERVICT

Remuncraiion, othe- than a pension, pinid by a Contracting State,
a pofitical subdivision, a local authority ot statutory body thereol
to an individual m respect ol services rendered in the discharge
of government functions to that State or political subdivision or
anthority shall be taxable only in thai State.

Flowever, such remuneration shall be taxable only i the other
Contracting Stale if the services are rendered in (hat State and
the individual 1s a resident of that State who:

{1y s o national of that other State: or
(i) did not become a resident of that Stale solely for
the purpose of rendering the services.

Any pension patd by, or out of funds created by, a Contracting
State or a political subdivision or a local authority thereol to an
mdividual in respect of services rendercd to that State or
subdivision or authority shall be taxable only m that State.

However, such pension shall be taxable only in the other
Contracting State if the individual 1s a 1esident of, and a national
of | that State.

3. The provisions of Articles 15, 16 and [8 shall apply o remuneration or
pensions in respeet ol services rendered i conncction with any {rade or
business carried on by a Contracting State, a political subdivision, a local
authority or statutory body thereof.



4. The State. political subdivision. local authorily or stalutory body (o
which the provisions of paragraphs | and 2 shall apply in respect of
remuneration or pensiens paid by them shall include

(a)

(b

in the case of Korea:

1) . 1he Bank of Korea:

i) the Korea Export-lmport Bank:
iy the Korea Development Bank;
iv) the Korea Trade Promotion Corporation: and

v)  such ofther mstitution performimg functions of a
governmental nature as may be specified and
agrecd upon in letlers exchanged belween (he

compelent authorities of (he Contracting States;

(
(
(
(
(

i the case of Papua New Guinea:

(1) the National Governineint,

(i) the Provincial Governments;

() the Local Level Governments;

(ivy their respective statutory bodies: and

(vy  such other mstitutions performmg functions of a
governmental nature as may bhe specified and
agreed upon in letlers exchanged between the
competent authoritics of the Contracting Slales.

&



Article 20

STUDENTS

Payments which a student, business or technical apprentice who Is or
was immediately~belore visiting a Contracling Stalc a resident of the other
Contracting Stale and who is present in the first-mentioned State solely for
the purpose of his education or (raining recetves for the purpose of his
maintenance, education or traiing shall not be taxcd i that State, provided
that such payments arise [rom sources outside that State.



Article 21

PROFESSORS AND TEACIHERS AND RESEARCHERS

[ An individpal who 1s or was a resident ol a Contracting State
immediately before making a visit to the other Conlracting State, who, at the
mnvitation of any university, college, school or other similar educational
stitution, which is recogmzed as non-prolitable by the Government of that
other State, visits that other State a period not exceeding two vears from the
date ol his first arrival mi that other State, solely for the purpose of teaching or
research or both at such educational institution shall be exempt from tax in
that other State on his remuneration for such teaching or research.

2 This Article shalt not apply to income from research tf such research 1s

P

undertaken primarily tor the private benelit of a specilic person or persons.

He



Article 22

OTHLER INCOML

I [tems ol inconte of a resident of a Conlracting State, wherever arising,
not dealt with in the foregoing Articles of this Agreement shall be taxable

only in that State.

2. The provisions of paragraph | shall not applv to income derived by a
resident of the Contracting States where (hat income is effectively connected
with a permanent cstablishiment or fixed base situated m the other Contracting
State. In such case ihe provisions of Article 7 or Article 14, as the case may

be, shall apply.




Article 23

FLIMINATION OF DOUBLE TAXATION

| In the case ol o resident of Korea, double taxation shall be avoided as
follows: i}

Subject o the provisions of Korean tax law regarding the allowance as
a credit agams( Korean lax of tax payable m any country other than Korea
(which shall nol allect the general principle hereol). the Papua New Guinean
tax payable (excluding. in the case of dividends, tax payable in respect of
profits owt of which the dividends are paid) under the laws of Papua New
Guinea and m accordance with this Agreemen(. whether directly or by
deduction, n respect of mcome from sources within Papua New Guinea shali
be allowed as a credit agamnst Korean tax payable in respect ol that income.
The credit shall not, however, exceed that proportion of Korean tax which the
income {rom sources within Papua New Guinea bears to the entire income
subject to Korean tax.

2. fn the case ol a resident of Papua New Guinen. double taxation shall be
avolded as (ollows:

Subject o the provisions of Papua New Guincan tax law regarding the
allowance as a credit against Papua New Guinean lax ol (ax paid m any
country other than Papua New Gumea (which shall not affect the general
principle hereol), the Korean tax paid (excluding, v the case of dividends, tax
payable m respect of prolits out of which the dividends are paid) under the
faws of Korea and i accordance wilh this Agreement, whether directly or by
deduction, in respect ol income [rom sources witlin Korea shall be allowed
as a credit agamst Papua New Guinean tax payable m respect of that income.
The credit shall not, however, exceed that proportion ol Papua New Guinean
tax which the ncomic from sources within Korea bears to the entire mcome
subject (o Papua New Guinean tax.



3. For the purposces of partagraph | ol this Article the term “Papua New
Guinean tax payable™ shall be deemed to include any amount which would
have been pavablc as Papua New Guinean lax lor any vear but for an
exemption or reduction of tax granted for that year or any part thereof under
the Papua New Guaimea Income Tax Act (1959) (as amended).

-

4. For the purposes ol paragraph 2 ol this Article, the {erm “Korean (ax
paid” shall be decmed (v mctude any amount which would have been payable
as Korean tax for any vear but for an exemption or reduction of tax granted
(or that year or any pai( thereol in the name ol the inocome tax. the corporation
tax, the inhabitant tax and the special tax for rural development,

5 For the putposes of paragraphs | and 2 profis or mcome of a resident

of a Contracting State which may be taxed i (he other Contracting State in
accordance with this Agrecment, shall be deemed to arise from sources in that

other Contracting State.




Article 24

NON-DISCRIMINATION

I Nationals ol a Coantracting State shall not be subjected in the other
Contracting Stale (o any taxation or any requiretnent connected therewith,
which is other or more burdensome than the taxation or connected
requirements to which nationals of that other State in the same circumstances,
are or may be subjected. This provision shall, notwithstanding the provistons
of Article 1, atso apply 16 persons who are not residents of one of both of the
Contracting Stales.

2. The taxaton on o permanent establishment which an enterprise of a
Contracting State has n the other Contracting State shall not be less
favourably levied m (hat other State than the taxation levied on enterprises ol
that other Stale carrying on the same aclivities. I'Tus provision shail not be
construed as obhging a Contracting State to grant lo residents of the other
Contracting State any personal allowances, reliels and reductions for taxation
purposes on accoul of civil status or [amtly responsibiities which it grants to
its own residents.

3 Except where the provisions ol paragraph | of Article 9, paragraph 8 of
Article 1, or paragraph 5 of Article 12, apply, mierest, royalties and other
disbursements paid by an enterprise ol a Contracting State to a resident of (he
other Contracting Statc shall, for the purpose ol detenmuming the taxable
profits of such enterprise, be deductible, under the saine conditions as il they
had beenn paid to a resident of the first-imentioned State are or may be
subjected.

10



4. Enterprises ol a Contracting Stale, the capit:il of which is wholly or
partly owned or controlled. directly or mdirectly. by one or more residents of
the other Contracting Stie. shall not be subjected i the first-mentioned State
lo any taxation or anyv requirements connected (herewtth which is other or
more burdensoimce than the taxation and connected requirements to wiluch
other similar enterprises of the first-inentioned Slale are or may be subjected.

-

5 Subjecl to paragraph 6 of thus Article, the provisions of this Article

shall, notwithstanding the provisions of Article 2, apply to taxes of every kind
and description,

0. Nothing i tus article shall be construed so as to prevent either
Contracting State from limiting to its nationals the bene{it of tax incentives (o
provide economic development in that State.

11
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Article 25

MUTTUAL AGREEMENT PROCIHDURE

[ Where a per-on considers that the actions ol one or both of the
Contracting States result or will result Tor him m {axation not in accordance
with the provisions of (his Agreement, he may, irrespective of the remedies
provided by the domestic law ol those States. present Jus case to the
competent authorty ol the Contracting State of wlnch he 1s a resident or, if
his case comes under paragraph | ol Article 24, to that of the Contracting
State of which he 1s @ national. The case must be presented within three
years from the fust noblication of the action resulting m taxation not in
accordance wilh the provisions of the Agreement.

2. The competent authorily shall endeavour, tf the objection appears to il
to be justified and i 10 15 not ttselt able (o arrive at a satisfactory solution, to
resolve (he case by mutual agreement with the competent authority of the
olther Contracting State, wilh a view (o the avordance of taxation which is not
i accordance with the Agreement.

3. -The compelent authorities of the Contracting States shall endeavour to
resolve by mutuaf agrecment any difliculties or doubts arising as to the
interpretation or application of the Agreement. They may also counsult
together for the elinination of double taxation in cases.not-provided for in the

Agreement

2y The competent authorities of the Contracting States may communicate
with each other directly for the purpose ol applyimg the provisions of tiis
Agreenent.



Article 26

EXCHANGE OF INFORMATION

I The competent authorities ol the Contracling Stales shall exchange
such ntformation as s necessary for carrying onl the provisions ol this
Agreement or of the domestic laws of the Contracting States concerning taxes
covered by (he Agrecment insolar as the taxation thereunder is not contrary (o
the Agreement. The cxchange of information is not restricled by Aricle |
Any information recetved by a Contracting State shall be treated as secret in
the same manner as information oblained under the domestic laws of (hat
State and shall be disclosed only to persons or authorities (including courts
and administrative bodies) mvolved n the assessment or collection of, the
enforcement or prosecution in respect of, or the determination of appeals
relation 1o, the taxes covered by the Agreement. Such persons or authocities
shall use the mformation only for such purposes. They may disclose (he
mformation in public court proceedings ot in judicial decisions.

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

(a) tocarry oul adnintstrative measures at variance with the laws
and administrative practice of that or ol the other Contracting
State:

(b)  tosupply miormation which is not oblainable under the taws or
in the normal course of the admnustration of that or of the other

Conbracting Siate;,

(¢}  tosupply information which would disclose any trade, business,
industrial, commercial or professional secrel or trade process. or
miormation. the disclosure of which would be contrary to public
palicy(ordre public).




Arficle 27

DIPLOMATIC MISSIONS AND CONSUT AR OFFFICERS

Nothing v this Agreement shall alfect the fiscal privileges of
diplomatic  misstons  or consutar officers  under the general rules of
indernational faw or under the provisions of special agreements.

44



Article 28

ENTRY INTO FORCE

[ This Agrecinent shall be ratified and the mstruments of ratification
shall be exchanged at ... as soon as possible. The Agreement shall
enter into force on the sixlieth day afler the dale of the exchange of the
instruments of ratification.

(a)

2 This Agreement shall have elfect:

in Korea:

(i}

(i)

m respect of taxes withheld at source on or after (he fiest
day of fanuary in the year following that in which this
Agrcement enters into force; and

i respect of other taxes for the 1nxable year beginning on
or alter the first day of January i the year following that
wewvhich this Agreement enters into f(orce;

i Papua New Guinea:

(1}

in respect of withholding tax on mcoime that s derived by
a hon-resident, in relation to income derived on or alter
the Hrst day of January in the calendar year next following
that inwhich this Agreement enter into force;

1 respect of any other Papua New Guinea tax, m relation
to income of any year of tncome begmning on or afler the
lirst day ol January in the calendar vear next following
that i which this Agreement enters into foree.,



Article 29

TERMINATION

This Agreement shall remaim i force mdefinitely but either of the
Contracting State may, on or belore the thirtteth dav ol June m any calendar
year from the Nifth ycar. [oltowing that th which the mstruments of ratification
have been exchanged. give to the other Contracting State, through diplomatic
channels, wriltenn notice ol termination and, i such event, this Agreement
shafl cease to have effect

(a}

in Koren:

(i)

(1)

in respect of taxes withheld at source, on or after the [irst
day of January in the year [ollowmg that in which the
notice 1s given; and

it respecl of other taxes for the Laxable year beginning on
or after the first day of January in the year lollowing that
i which the notice 1s given;,

m Papua Neswy Guinea:

(1)

(it)

in respect of withholding tax on income that is dertved by
a non-resident, in relation to income derived on or after
(he lirst day of Janwary in the calendar year next following
that i which the nolice 1s given: and

in tespect of other Papua New (ruinean lax, in relation to
mcome ol any year of incone beginning on or after the
lirst day of January in the calendar year next {ollowing
that in which the notice ts given.

A



[N WITNISS WHEREOF the undersigned. daly authorized therelo by
their respective Govermments, have signed this Agreement.

Done m duplicate at ... this ... day of ... FURUURURR
199, in the Korcan and Enghsh languages, both texts bemg equally
aulhentic.

IFor the Government ol FFor the Government of the
Independent State ol Papua Republic of Korea

New Guinea




Income Tax (International Agreements) (Amendment)
PROTOCOL

At the signing of the Agreement between the Government of the [ndependent State of Papua
New (Guinea and the Government of the Repubtic of Korea for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income (hereinatter
referred to as "The Agreement”). both sides have agreed upon the following provisions which
form an integral part of the Agreement.

L. In respect of paragraph 5 of Article 7 and paragraph 3 of Article 9. it is understood
that "internationally accepted rules™ means the taxation principies adopted by the
QECD Model Tax Convention or the UN Model Tax Convention.

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

For the Government of the Independent For the Government of the
State of Papua New Guinea Republic of Korea

* I herebyv certify that the above is a fair print of the Income Tax (International Agreements)
(Amendment) Act 1998 which has been made by the National Parliament.

Acting Clerk of the National Parliament.

[ hereby certify that the Income Tax (International Agreements) (Amendment) 4ct 1998
was made by the National Parliament on 17 March 1998.

Speaker of the National Parliamon.



