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EXCHANGE OF NOTES BETWEEN U.S. AND JAPAN
CONCERNING THE SO-CALLED “VIOLATIONS OF
JAPANESE TERRITORIAL AIR BY FOREIGN MILITARY

PLANES”
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I. JAPANESE NOTE
Jrin‘rmry 13, 1953

Violations of Japan's territorial air owver
Hokkaido by foreign military planes have of late
become increasingly f{requent. The Japanese
Governmenl considers that such trespasses are
not only forbidden under international law but
also constitute a grave menace to the security of
Japan. The Japanese Government does not
possess at present any means eflectively to repel
such violations,

I have the honor, therefore, to request Your
Excellency on benalf of the Japanese Government
that, if similar violations of Japan's territorial air
should occur in future, the United States authori-
ties concerned take effective and appropriate mea-
sures to remel them for the protection of the
common interest of Japan and the United States
of America.

II. U.8. NOTE
January 16, 1953

The Embassy of the United States of America
presents its compliments to the Ministry of For-
eign Affairs and has the honor to acknowledge
receipt of the Ministry's Note concerning viola-
tions of Japan's territorial air over Hokkaido by
foreign military planes.

The United States Government has noteds
that the Japanese Government considers such
trespasses to constitule a grave menace to the
securily of Japan. Il has further noted the re-
guest of the Japanese GGovernment that the
United States authorities take effective and appro-

priate measures to repel similar violations of *

Japan’s territotial air should they occur in the
future.

ese Government the United States Government
has instructed the Commander-in-Chief, Far
East Command, with all. practicable assistance
from the Japanese Government, to take all pos-
sible measures necessary and proper under terms
of the Security Treaty between the United States
and Japan dated September 8, 1951, to repel all
such violations of Japan's territorial air.

{The Depariment of sta‘c Bulletin, Jonuary 26, 1953)
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In accordance with the request of the Japan-
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April 2, 1953

PREAMBLE

Japan and the United. States of America,
desirous of strengthening the bounds of peace and
friendship traditionally existing between them
and of encouraging closer economic and cultural
relations between their peoples, and being cogni-
zant of the contributions which may be made
toward these ends by arrangements promoting
mutually advantageous commercial intercourse,
encouraging mutually  beneficial  investments,
and establishing mutual rights and privileges,
have resolved to conclude a Treaty of Friend-

. ship, Commerce and Navigation, based In gen-

eral upon the principles of national and most-
favored-nation treatment wunconditionaly ac-
corded, and for that purpose have appointed as
their Flenipotentiaries,

* This treaty was concurred in by US. Senale on
July 21, 1953, subject to the following reservation:

“Article VIII, Paragraph 2, shall not extend to
professions, which because they involve the per-
formanee of functions in a public capacity or in the
interest of public health and safety, are state-licensed
and reserved by statute or constitution exclusively
to citizens of the country, and no most-favored-
naticn cause in the said Treaty shall apply to such
professions.”

Japanese note to U.S. of August 29, 1953 agreed to
the U.S. reservation, and on its part made the following
reservation: :

“Japan reserves the right to impose prohibitions
or resirictions on nationals of the United States of
America with respect to practicing the professions
referred to in Article VIII, paragraph 2, to the same
extent as States, Territories or possessions of the
United States of America, including the Distriet of
Columbia, to which such nationals belong impose
prohibitions or restrictions on nationals of Japan
with respect to praclicing such professions.”

In a letter of the same date, Japan also made the fol-
lowing interpretation of a phrase used in its note to US.:
*'States, Territories of possessions of the United
States of America, ineluding the District of Colum-
bia, to which such nationals belong’ used in the said
Note shall mean States, Territories vr possessions of
the United States of America, including the District
of Columbia, where such nationals are admitted or
licenced ig practice such professions, or, if such
nationals are not admitted or licenced to practice
such professions in any such areas, where such na-
tionals are domiciled.”
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Japan: Katsuo Okazaki, Minister of Foreign’
Affairs of Japan,

The United States of America: Robert D,
Murphy, Ambassador Extraordinary and Pleni-'
potentiary of the United States of America to
Japan.

Who, having communicated to each other
their full powers found to be in due form, have
agreed upon the following Articles:

Article

1. Nationals of either Party shall be per-
miited to enter the territories of the other Party
and to remain therein: (a) for the purpose of
carrying on trade between the territories of the
two Parties and engaging in related commercial
activities; (b) for the purpose of developing and
directing the operations of an enterprise in which
they have invested, or in which they are actively
in the process of investing, a substantial amount
of capital; and (c¢) for other purposes subject to
the laws relating to the entry and scjourn of
aliens.

2. Nationals of either Party, within the ter-
ritories of the other Party, shall be permitted:
{a) to travel therein freely, and to reside at places
of their choice; (b) to enjoy liberiy of conscience;
(c) to hold both private and public religious
services; (d) to gather and to transmit material
for dissemination to the public abroad; and (e)
to communicate with other persons inside and
outside such territories by mail, telegraph and
other means open to general public use.

3. 'The provisions of the present Article
shall be subject to the right of either Party to
apply measures that are necessary to maintain

- public order and protect the public health, morals

and safety.

Aritiele 11

1. Nationals of either Parly within the ter-
ritories of the other Party shall be free from
unlawful molestations of every kind, and shall
receive the most constant protection and security,
in no case less than that required by international
law.

2. If, within the territories of either Party,
a national of the other Party is taken into cus-
tody, the nearest consular representative of his
country shall on the demand of such national be
immediately notified. Such national shall: {(a)
receive reasonable and humane {reatment; (b)
be formally and immediately informed of the
accusations against him; (¢) be brought to trial
as promptly as is consistent with the proper pre-
paration of his defense; and (d) enjoy all means
reasonably necessary to his defense, including the
services of competent counsel of his choice.

3
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Article I

1. Nationals of either Party shall be accord-
ed national treatment in the application of laws
and regulations within the territories of the other
Party that establish a pecuniary compensation, of
other benefit or service, on account of disease,
injury or death arising out of and in the course
of employment or due to the nature of employ-
ment.

2. In addition to the rights and privileges
provided in paragraph 1 of the present Article,
nationals of either Party shall, within the ter-
ritories of the other Party, be accorded national
treatment in the application of laws and regula-
tions establishing compulsory systems of soeial
security, under which benefits are paid without
an individual test of financial need: (2) against
loss of wages or earnings due to old age, un-
employment, sickness or disability, or (b) against
loss of financial support due to the death of father,
husband or other person on whom such support
had depended.

Artiele IV

1. Nationals and companies of either Party
shall be accorded national treatment and most-
favored-nation treatment with respect to access
to the courts of justice and to administrative
tribunals and agencies within the territories of
the other Party, in all degress of jurisdiction,
both in pursuit and in defense of their rights.
It is understood that companies of either Party
not engaged in activities within the territories of
the other Party, shall enjoy such access therein
without registration or similar requirements.

2. Contracts entered into between nationals
and companies of either Party and nationals and
companies of the other Party, that provide for
the settlement by arbitration of controversies,
shall not be deemed unenforceable within the
territories of such other Party merely on the
grounds that the place designated for the arbitra-
tion proceedings is outside such territories or that
the nationality of one or more of the arbitrators
is not that of suchi other Party. Awards duly
rendered pursuant to any such contracts, which
are final and enforceable undes the laws of the
place where rendered, shall be deemed conclusive
in enforcement proceedings brought before the
courts of competent jurisdiction of either Party,
and shall be entitled to be declared enforceable
by such courts, except where found contrary to
public policy. When so declared, such awards
shall be entitled to privileges and measures of
enforcement appertaining to awards rendered
loeally. It is understood, howewver, that awards
rendered outside the United States of America
shall be entitled in any court in any State thereof
only to the same measure of recognition as awards
rendered in other States thereof.

— 4 — ,
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Article V

1. Neither Parly shall take unreasonable or
diseriminatory measures that would impair the
legally acquired rights or interests within its ter-
ritories of nationals and companics of the other
Party in the enterprises which they have estgb-
lished, in their capital, or in the skills, arts or
technology which they have supplied; nor shall
either Party unreasonably impede nationals and

companies of the other Party from obtaining on ..

equitable terms the capital, skills, arts and techno-
logy it needs for its econamic development.

2, ‘The Parties undertake to cooperale in
furthering the interchange and use of scientific
and technical knowledge, particularly in the inter-
ests of increasing productivity and improving
standards of living within their respective terri-
tories.

Article VI

1. Property of nationals and companies of
either Party shall receive the most constant pro-
tection and security within the territorics of the
other Party.

2. The dwellings, offices, warehouses, facto-
ries and! other premises of nationals and com-
panies of either Party located within the territories
of the other Party shall hiot be subject to unlaw-
ful entry or molestation. Official searches and
examinations of such premises and their contents,
when necessary, shall be made only according
to lew and with careful regard for the conveni-
ence of the occupants and the conduct of busi-
ness.

3. Property of nationals and companies of
either Party shall not be taken within the terri-
tories of the other Party except for a public pur-
pose, nor shall it be taken without the prompt
payment of just compensation. Such compensa-
tion shall be in an effectively realizable form and
shall represent the full equivalent of the pro-
perty taken; and adequate provision shall have
been made at or prior to the time of taking for
the determination and payment thereof.

4, Nationals and companies of either Party
shall in no case be accorded, within the terri-
tories of the othe® Party, less than national treat-
ment and Inost-favored-nation treatment with
respect to the matters set forth in paragraphs 2
and 3 of the present Article. Moreover, enter-
prises in which nationals and companies of either
Party have a substantial interest shall be accord-
ed, within the territories of the other Party, not
less than national treatment and most-favored-
nation treatment in all matters relating to the
taking of privately owned enterprises inte public
ownership and to the placing of such enterprises
under public control.

—_F5 —
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Avticle VII

1. Nationals and companies of either Party
shall be accorded national treatment with respect
to engaging in all types of commercial, indus-
trial, financial and other business activities within
the territories of the other Party, whether direct-
Iy or by agent or through the medium of any
form of lawful juridical entity. ” Accordingly,
such nationals and companies shall be permitted
within such territories: (a) to establish and
maintain branches, agencies, offices, factories and
other establishments appropriate to the conduct
of their business; (b) to organize companies under
the general company laws of such other Party,
and to acquire majority interests in companies
of such other Party; and (c¢) to control and man-
age enterpriscs which they have established or
acquired. Moreover, enterprises which they con-
trol, whether in the form of individual proprietor-
ships, companies or otherwise, shall, in all that
relates to the conduct of the attivities thereof, be
accorded treatment no less favorable than that
accorded like enterprises controlled by nationals
and companies of such other Party.

2. Each Party reserves the right to limit
the extent to which aliens may within its
territories establish, acquire interests in, or carry
on public utilities enterprises or enterprises
engaged in shipbuilding, air or water transport,
banking involving depository or fiduciary func-
tions, or the exploitation of land or other natural
resources. However, new limitations imposed by
either Party upon the extent to which aliens are
accorded national treatment, with respect to
carrying on such activities within its territories,
shall no: be applied as against enterprises which
are engaged in such activities therein at the time
such new limitations are adopted and which are
owned or controlled by nationals and companies
of the other Party. Moreover, neither Party
shall deny to transportation, communica}ions and
banking companies of the other Party the right
to maintain branches and agencies to perform
functions necessary for essentially international

operations in which they are permitted to engage.

3. The provisions of paragraph 1 of the
present Article shall not prevent either Party
from prescribing special formalities in connection
with the establishment of alien-controlled enter-
prises within its territories; but such formalities
may not impair the substance of the rights set
forth in said paragraph.

4. Nationals and companies of either Party,
as well as enterprises controlled by such nationals
and companies, shall in any event be accorded
most-favored-nation treatment with reference to
the matters treated in the present Article.
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Article VIII

1. Nationals and companics of either Party
shall be permitied to engage, within the terri-
tories of the other Party, accouniants and other
technical experts, executive personnel, attorneys,
agents and other specialists of their choice. More-
o®er, such nationals and companies shall be per-
mitted to engape accountants and other technical
experts regardless of the extent to which they
may have gqualified for the practice of a profes-.
sion within the territories of such other Party,
for iiie particular purpose of making examina-
tions, audits and technical investigations ex-
clusively for, and rendering reports to, such
nationals and companies in connection with the
planning and operation of their enterprises, and
enterprises in which they have a financial inter-
est, within such territories.

2. Nationals of either Party shall not be
barred from practicing the professions within the
territories of the other Party merely by reason
of their alienage; but they shall be permitted to
engage in professional activities therein upon
compliance with the reguirements regarding
qualifications, residence and competence that are
applicable to nationals of such other Party.

3. Nationals and companies of either Party
shall be accorded national treatment and most-
favored-nation ireatment with respect to engaging
in seientific, educational, religious and philan-
thropic -activities within the territories of the
other Party, and shall be accorded the right to
form associations for that purpose under-the laws
of such other Party.

Article IX

1. Nationals and companies of either Party
ghall be accorded within the territories of the
Party: {a) national treatment with respect ta
leasing iand, buildings and other immovable pro-
perty appropriate to the conduct of activities in
which they are permitted to engage pursuant to
Articles VII and VIIT and for residential pur-
poses, and with respect to occupying and using
such property, and (b) other rights in immov-
able property permitted by the applicable laws
of the other Party.

2. Nationals and companies of either Party
shall be accorded within the territories of the
other Party national treatment and most-favored-
nation ireatment with respect to acquiring, by
purchase, lease, or otherwise, and with respect to
owning and possessing, movable property of all

kinds, both tangible and intangible. However,
either Party may impose restrictions on alien
ownership of materials dangerous from the

standpoint of public safety and alien ownership
of interests in enterprises carrying on the activi-
ties listed in the first sentence of paragraph 2 of

—_T —



BB R BB

V. B 4 B @&

= BB - Ry IR R Y] > REEFER
B T B 2 e S R A m R R R TR AS: ~ 1R
U R 1T A 49 ) R R 55— R Ay
WIRFEE » ERHGEL B RN SR 1L L A
#Eo

VY~ SRR — H i B R AE) » BT
WAL » WAAREAENE » BT RREER
R il o

s + &
RATRERT- - H B R AT » FES— Rl
1A > BT RR R S A R > LIRB R
W ~ PSR ARS ~ BB R R BT B TR Ay
R > Bk T W RS R R S R o

£+

— > BRSO A 2 AR BT — ey
B R VLR 3% 55— i P 48 B e AL S
o s BF ~ S HREEEETHN
FIBEF—H ey R K AR > YA ~ Fé
5 ~ WEAEFT I M AR R 5T R A Rl
S - REREA > REERBIESGS—
A2 SR » R RS~ ER R
AT R EHE o

I BME S AR R AR E R
I B R R R LRI > LR
A% S b A S i S ek At B P R0 4
MIBEM-—F 2T > %S R R E A A
SRR A o

=~ W - IR R AR S —
FALAWICA ~ Fd -~ 5 ~ BRI
P R 2R~ SRR R A RIS
ZRENCMEA: » BESRANMRT » A AIUR S R B ~
REEAT &K o

Article VII, but only to the extent that this can
be done without impairing the rights and
privileges secured by Article VII or by other
provisions of the present Treaty.

3. Nationals and companies of either Party
shall be permitted freely to dispose of property
within the territories of the other Party with
respect to the acquisition of which through testate
or intestate succession their alienage has prevented
them from receiving national treatment, and they
shall be permitied a term of at least five years
in which tp effect such disposition.

4. Nationals and companies of either Party
shall be accorded within the territories of the
other Party national treatment and most-favored-
nation treatment with respect to disposig of
property of all kinds.

Article X

Nationals and companies of either Party
shall be accorded, within the territories of the
other Party, national treatment and most-
favored-nation treatment with respect to obtain-
ing and maintadining patents of invention, and
with respect to rights in trade marks, trade
names, trade labels and industrial property of
every kind.

Article XI

1. Nationals of either Party residing within
the territories of the other Party, and nationals
and companies of either Party engaged in trade
or other gainful pursuit or in scientifie, educa-
tional, religious or philanthropic activities within
the territories of the other Party, shall not be
subject to the payment of taxes, fees or charges
imposed upon or applied to income, capital,
transactions, activities or any other object, or to
requirements with respect to the levy and col-
lection thereof, within the territories ot such other
Party, more burdensomz than those borne by
nationals and companies of such other Party.

2, With respect to nationals of either Party
who are neither resident nor engaged in trade’
or other gainful pursuit within the territories of
the other Party, and with respect to companies
of either Party which are not engaged in trade
or other gainful pursuit within the territories of
the other Party, it shall be the aim of such other
Party to apply in general the principle set fourth
in paragraph 1 of the present Article.

3. Nationals and pompanies of either Party
shall in no case be subject; within the territories
of the other Party, to the payment of taxes, fees
or charges imposed upon or applied to income,
capital, transactions, activities or any other object,
or to requirements with respect to the levy and
collection thereof, more burdensome than those
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borne by nationals, residents and companies of
any third country.

.
4. In the case of companies of either Party
engaged in trade or other gainful pursuit within
the territories of the other Farty, and in the case
of nationals of either Party engaged in trade or
other gainful pursuit within the territories of the
other Party but not resident therein, such other
Party shall not impose or apply any tax, fee or
charge upon any income, capital or other basis
in excess of that reascnably allocable or appor-
tionable to its territories, nor grant deductions
and exemptions less than those reasonably
allocable or apportionable to its territories, A
comparable rule shall apply also in the case of
companies organized and operated exclusively
for scientific, educational, religious or phil=
anthropic purposes.

5. Each Party reserves the right to: (a}
extend specific tax advantages on the basis of
reciprocity; (b) accord special tax advantages
by wvirtue or agreements for the avoidance of
double taxation or the mutual protection of
revenue; and (c¢) accord to its own nationals and
to residents of contiguous countries more favor-
able exemptions of a personal nature, with respect
to income taxes and inheritance taxes than are
accorded to other non-resident persons,

Article XII

1. Nationals and companies of either Party
shall be accorded by the other Party national
treatment and most-favored-nation treatment
with respect to payments, remittances and trans-
fers ot funds or financial instruments between the
territories of the two Parties as well as between
the territories of such other Party and of any
third country.

2. Neither Party shall impose exchange
restrictions as defined in paragraph 5 of the pre-
sent Article except to the extent necessary to
prevent its monetary reserves from falling to a
very low level or to effect a moderate increase
in very low monetary reserves. It is understood
that the provisions of the present Article do not
alter the obligations either Party may have to
the Intermational Monetary Fund or preclude
imposition of particular restrictions whenever the
Fund specifically authorizes or requests a Party
to impose such particular restrictions.

3. If either Party imposes exchange re-
strictions in accordance with paragraph 2 above,
it shall, after making whatever provision may be
necessary to assure the availability of foreign
exchange for goods and services essential to the
health and welfare of its people, make reasonable
provision for the withdrawal, in foreign exchange
in the currency of the other Party, of: (a) the
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compensation referred to in Article VI, paragraph
3, of the present Treaty, (b} earnings, whether
in the form of salaries, interest, dividends, com-
missicns, royaltics, payments for technical ser-
vices, or otherwise, and (¢} amounts for
smortization of loans, depreciation of direct
investments, and capital transfers, giving con-
sideration to special needs for other transactions.
If more than one rate of exchange is in force, the
rate applicable to such withdrawals shall be a
rate which is specifically approved by the Inter-
national Monetary Fund for such transactions or
in the absence of a rate so approved, an effective
rate which, inclusive of any taxes or surcharges
on exchange transfers, is just and reasonable.

4, Exchange restrictions shall not be im-
posed by either Party in a manner unnecessarily
detrimental or arbitrarily discriminatory to the
claims, investments, and transport, trade, and
other interests of the nationals and companies of
the other Party, nor io the competitive position
thereof.

5. The term “exchange restrictions” as used
in the present Article included all restrictions,
regulations, chaiges, taxes, or other requirements
imposed by either Party which burden or inter-
fere with payments, remittances, or transfers of
funds or of financial instruments between the
territories of the two Parties.

Articie XIII

Commercial travelers representing nationals
and companies of either Party engaged in business
within the territories thereof shall, upon their
entry into and departure from the territories of
the other Party and during their sojourn therein,
be accorded most-favored-nation treatment in
respect of the customs and other matters, includ-
ing, subject to the exceptions in paragraph & of
Article XI, taxes and charges applicable to them,
their samples and the taking of orders, and
regulations governing the exercise of their func-
tions. i

Avrticle XIV

1. Each Party shall accord most-favored-
nation treatment to products of the other Party,
from whatever place and by whatever type of
carrier arriving, and to products destined for
exportation to the territories of such other Party,
by whatever route and by whatever type of
carrier, with respect to customs duties and charges
of any kind imposed on or in connection with
importation or exportation or imposed on Lhe
international transfer of payments for imports or
exports, and with respect to the method of levying
such duties and charpges, and with respect to all
rules and formalities in connection with importa-
tion and exportation.
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2. Neither Party shall impose restrictions
or prohibitions on the importation of any produet
of the other Party, or on the exportation of any
product to the territories of the other Party, unless
the importation of the like product of, or the
ecxportation of the like product to, all third coun-
tries is similarly restricted or prohibited.

3. If either Party imposes guantitative re=-
strictions on the importation or exportation of any -
produet in which the other Party has an im-
poriant interest:

(a) It shall as a general rule give prior
public notice of the total amount of the
product, by quantity or value, that may
be imported or exported during a
specified period, and of any change in
such amount or beriod; and

(b} If it makes allotments to any third
countiry, it shall afford such other Party

+a share proportionate to the amount of

the product, by quantity or value, sup-
plied by or to it during a previous
representative period, due consideration
being given tc any special factors affect-
ing the trade in such product.

4. Either Party may impose prohibitions
or resirictions on sanitary or other customary
grounds of a non commercial nature, or in the
interest of preventing deceptive or unfair prac-
tices, provided such prohibitions or restrictions do

. not arbitrarily discriminate against the commerce

of the other Party.

‘5. Nationals and companies of either Party
shall be accorded national treatmeni and most-
favored-nation treatment by the other Party with
respect to all matters relating to importation and
exportation.

6. The provisions of the present Article
shall not apply to advantages accorded by either
Party:

(a) to products of its national fisheries;

(b) to adjacent countries in order to facilitate
frontier traffie; or

(c) by virtue of a customs union or free-
trade area of which it may become a
member, so long as it informs the other
Party of its plans and affords such other
Party adequate opportunity for con-
sultation.

7. Notwithstanding the provisions of para-
graphs 2 and 3 (b) of the present Article, a Party
may apply restrictions or contrals on importa-
tion and exportation of goods that have effect
equivalent to, or which are necessary to make
cffective, exchange restrictions applied pursuant
to Article XII. However, such restrictions or
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controls shall depart ne more than necessary from
the aforesaid paragraphs and shall be conform-
able with a policy designed to promote  the
maximum development of non diseriminatory
fureign trade and to expedite the attainment
both of a balance-of-payments position and of
monetary reserves which will obviate the neces-
sity of such restrictions.

Article XV

1. Fach Party shall promptly publish laws,
regulations and administrative rulings of general
application pertaining to rates of duty, taxes or
other charges, to the classification of articles for
customs purposes, and to requirements or re-
strictions on imports and exports or the transfer
of payments therefore, or affecting their sale,
distribution or use; and shall administer such
laws, regulations and rulings in a uniform, im-
partial and reascnable manner. As a general
Ppractice, new administrative requirements or
restrictions affecting imports, with the exception
of those imposed on sanitary grounds or for
reasons of public safety, shall not go into effect
before the expiration of 30 days after publica-
tion, or alternatively, shall not apply to products
en route at time of publication.

2. Each Party shall provide an appeals
procedure under which nationals and companies
of the other Party, and importers of products of
such other Party, shall be able to obtain prompt
and impartial review, and correction when war-
ranted, of administrative action relating to cus-
toms matters, including the imposition of fines
and penaltics, confiscations, and rulings on ques-
tions of customs classification and valuation by
the administrative authorities. Penalties imposed
for infractions of the customs and shipping laws
and regulations concerning documentation shall,
in cases resulting from clerical efforts or when
gond faith can be demonstrated, be no greater
than necessary to serve merely as a warning.

3. Neither Party shall impose any measure
of a discriminatory nature that hinders or pre-
vents the importer or exporter of products of
cither country from obtaining marine insurance
on such products in companies of either Party.
The present paragraph is subject to the provisions
of Article XIL

Article XVI

1. Products of either Party shall be accord-
ed, within the territories of the other Party,
national {reatment and most-favored-nation
treatment in all matters affeeting internal taxa-
tion, sale, distribution, storage and use.

2. Articles produced by nationals and
companies of either Party within the territories

— 12 — i !
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of the other Party, or by companies of the latter
Party controlled by such nationals and com-
panies, shall be accorded therein treatment no
less favorable than that accorded to like articles
of national origin by whatever person or company
produced, in all matters affecting exportation,
taxation, sale, distribution, storage and use.

Article XVII

1. Each Party undertakes (a) that enter-
prises owned or controlled by its government and
that monopolies or agencies granted exclusive or
special privileges 'within its territories, shall
make their purchases and sales involving either
imports or exports affecting the commerce of
other Party solely in accordance with commercial
considerations, including price, quality, avail-
ability, marketability, transportation and other
conditions of purchase or sale; and {(b) that the
nationals, companies and commerce of such other
Party shall be afforded adeguate opportunity, in
accordance with customary business practice, to
compete for participation in-such purchases and
sales.

2. Each Party shall accord to the nationals,
companies and commerce of the other Party fair
and equitable treatment, as compared with that
accorded to the nationals, companies and com-
merce of any third country, with respect to:
(a) the governmental purchase of supplies, (b)
the awarding of concessions and other govern-
ment contracts, and (c) the sale of any service
sold by the government or by any monopoly or
agency granted exclusive or special privileges,

Article XVIII

1. The two Parties agree that business
practices which restrain competition, limit access
to markets or foster monopolistic control, and
which are engaged in or made effective by one
or more private or public commercial enterprises
or by combination, agrcement or other arrange-
ment among such enterprises, may have harmful
effects upon commerce between their respective
terrifories. Accordingly, each Party agrees upon
the request of the other Party to consult with
respect to any such practices and to take such
measures as it deems appropriate with a view to
eliminating such harmful effects.

2. No enterprise of either Party, including
corporations, associations, and government
agencies and instrumentalities, which is publicly
owned or controlled shall, if it engages in com-
mercial, industrial, shipping or other business
activities within the territories of the other Party,
claim or enjoy, either for itself or for its pro-
perty, immunity therein from taxation, suit,
execution of judgment or other liability to which
privately owned and controlled enterprises are
subject therein.

— 13 —
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Article XIX

1. Between the territories of the two Par-
ties there shall be freedom of commerce and
navi_gation.

2. Vessels under the flag of either Party,
and earrying the papers required by its law in
proof of nationality, shall be deemed to be vessels
of that Party both on the high seas and within
the ports, places and waters of the other Party,

3. Vessels of either Party shall have liberty,
on equal terms with vessels of the other Party
and on equal terms with vessels of any third
country, to come with their cargoes to all ports,
places and waters of such other Party open to
foreign commerce and navigation. Such vessels
and cargoes shall in all respects be accorded
national treatment and most-favored-nation
treatment within the ports, places and waters of
such other Party.

4. Vessels of cither Party shall be accorded
national ireatment and most-favored-nation
treatment by the other Party with respect to the
right to carry all products that may be carried by
vessel to or from the territories of such other
Party; and such products shall be accarded treat-
ment no less favorable than that accorded to like
products carried in vessels of such other Party,
with respect to: (a) duties and charges of all
kinds, (b) the administration of the customs, and
(c) bounties, drawbacks and other privileges of
this nature,

5. Vessels of either Party, in case of ship-
wreck, stranding, or of being forced to put into
the ports, places and waters of the other Party,
whether or not open to foreign commerce and
navigation, shall enjoy the same assistance and
protection as are in like cases enjoyed by vessels
of such other Party or of any third country, and
shall not be subject to any duties or charges other
than those which would be payable in like cir-
cumstances by vessels of such other Party or of
any third country. The cargoes of such wvessels
of either Party and all articles salvaged from
them shall be exempt from customs duties unless
entered for consumption within the territories of
the other Party; but articles not entered for con-
sumption may bec subject to measures f[or the
protection of the revenue pending their exit
from the country.

8. Notwithstanding any other provision of
the present Treaty, each Party may reserve ex-
clusive rights and privileges 1o its own vessels
with respect to the coasting trade, national
fisheries and inland navigation, or may admit
foreign vessels thereto only on a reciprocity basis.
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7. The term “wvessels,” as used herein,
means all types of wvessels, whether privately
owned or operated, or publicly owned or operated,
but this term does not, cxcept with reference to
paragraphs 2 and 5 of the present Article, include
fishing wvessels or vessels of war.

Article XX

There shall be freedom of transit through the
territories of each Party by the routes most con-
venient for international transit:

(a) for nationals of the other Party, together

with their baggage;

(b) for other persons, together with their
baggage, en route to or from the ter-
ritories of such other Party; and

(c)} for products of any origin en route to
or from the territories of such other
Party.

Such personis and things in transit shall be
exemnpt from customs duties, from duties imposed
by reason of transit, and from unreasonable
charges and requirements; and shall be free from
unnecessary delays and restriction. They shall,
however, be subject to measures referred to in
paragraph 3 of Article I, and to nondiscrimina-
tory regulalions necessary to prevent abuse of
the transit privilege. -

Article XXI

1. The present Trealy shall not preclude
the application of measures:

(a) regulating the importation or exportation
of pold or silver;

(b) relating to fissionable materials, to radio-
active by preduets of utilization or pro-
cessing thereof, or to materials that aré
the source of fissionable materials;

(c) regulating the production of or traffic in
arms, ammunition and implements of
war, or traffic in other materials carried
on directly or indirectly for the purpose
of supplying a military establishment;

(d) necessary to fulfill the obligations of a
Party for the maintenance or restoration
of international peace and security, or
necessary to protect its essential security
interests; and

(e} denying to any company in the owner-
ship or direction of which nationals of
any third country or countries have
directly or indirectly the controlling in-
terest, the advantages of the present
Treaty, except with respect to recogni-
tion of juridical status and with respect
to access to courts of justice and to
administrative tribunals and agencies.
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"JA The most-favored-nation ritories priori-
ties of a Party upon lerms relating lo the treat-
ment of goods shall not apply to advantages ac-
corded by the United States of America or its
territories and possessions to one another, to the
Republic of Cuba, to the Republic of the Philip-
pines, to the Trust Territory of the Pacific Islands
or to the Panama Canal Zone,

3. The provisions of the present Treaty
relating to the treatment of goods shall not pre-
clude action by either Party which is required
or specifically permitted by the General Agree-
ment on Tariffs and Trade during such time as
such Party is a contracting party to the General
Agreement. Moreover, either Party may with-
hold advantages negotiated under the aforesaid
Agreement from those countries which by their
own choice are not contracting parties thereto.

4, Nationals of either Party admitted into
the territories of the other Party for limited
purposes shall not enjoy rights to engage in gain-
ful occupations in contravention of limitations
expressly imposed, according to law, as @ con-
dition of their admittance.

5. Nothing in the present Treaty shall be
deemed to grant or imply any right to engage in
political activities.

Article XXII

1. The term “pational treatment” means
treatment accorded within the territories of a
Party upon terms no less favorable than the
treatment agcorded therein in like situations, to
nationals, companies, products, vessels or other
objects, as the case mey be, of such Party.

2. The term “most-favored-nation treat-
ment” means treatment accorded within the ter-
ritories of a Party upon terms no less favorable
than the treatment accorded therein, in like
situations, to nationals, companies, products,
vessels or other objects, as the case may be, of
any third country.

3. As used in the present Treaty, the term
“companies” means corporations, partnerships,
companies and other associations, whether or not
with Iimited liability and whether or not for
pecuniary profit. Companies constituted under the
applicable laws and regulations within the terri-
tories of either Party shall be deemed companies
thereof and shall have their juridical status re-
cognized within the territories of the other Party.

4. National treatment accorded under the
provisions of the present Treaty to companies of
Japan shall, in any state, Territory or possession
of the United States of America, be the treatment
accorded therein to companies created or organiz-
ed in other States, Territories, and possessions
of the United States of America.
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