
..

Gazette No. 60123 - 02.11.1979

THE INLAND REVENUE ACT, NO. 28 OF 1979

IT is hereby notified under Section 82 (1) (b) of the Inland Revenue Act, No. 28 of 1979 that

the Convention for affording relief from double taxation and for prevention of fiscal evasion

with respect to taxes on income and capital gains, entered into between the Government of the

United Kingdom of Great Britain and Northern Ireland and the Government of

the Democratic Socialist Republic of Sri Lanka on 21st June, 1979, and set out in the Schedule

hereto, has been approved by Parliament by resolution passed on October 19, 1979.

W.M. TILAKARATNE,

Secretary,

Ministry of Finance and Planning.

1\1' .ristry of Finance and P12 rung.

Colombo,

31st October, 1979.

Schedule

CONVENTION

BETWEEN THE GOVERNMENT OF THE

~--DEMOCRAneSOCIAL-ISTREPeUBUGOFSRILANKA

AND

THE GOVERNMENT OF THE UNITED KINGDOM OF

GREAT BRITAIN AND NORTHERN IRELAND

f( THE AVOIDANCE ,~'7 DOUBLE TAXATH"'T AND THE

PREVENTION OF FISCAL EVASION WITH RESPECT TO

TAXES ON INCOME AND CAPITAL GAINS
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The Government of the Democratic Soci.Iist Republic of Sri Lanka and the Government

of the United Kingdom of Great Britain and Northern Ireland;

Desiring to conclude a Convention for the avoidance of double taxation and the

prevention of fiscal evasion with respect to taxes on income and capital gains;

Have agreed as follows:

ARTICLEl

PERSONAL SCOPE

This Convention shall apply to persons who are residents of one or both of the

Contracting States.

ARTICLE 2

TAXES COVERED

(I) the taxes which are the subject of this Convention are:-

(a) in the United Kingdom of Great Britain and Northern Ireland-

(i) the income tax;

(ii) the corporation tax; and

(iii) the capital gains tax;

(hereinafter referred to as "United Kingdom tax").

(b) in Sri Lanka­

the income tax.

(hereinafter referred to as "Sri Lanka tax")
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(2) This Convention shall also apply to any identical or substantially similar taxes which are

imposed by either Contracting State after the date of signature of this Convention in

addition to, or in place of, the existing taxes. The competent authorities of the

Contracting States shall notify each other of any substantial changes which have been

made in their respective taxation laws.

ARTICLE 3

GENERAL DEFINITIONS

(I) In this Convention, unless the context otherwise requires:-

(a) the term "United Kingdom" means Great Britain and Northern Ireland, including

any area outside the territorial sea of the United Kingdom which in accordance

with international law has been or may hereafter be designated, under the laws

of the United Kingdom concerning the Continental Shelf, as and area within

which the rights of the United Kingdom with respect to the sea bed and subsoil

an'; the natural resources Ill") oe exercised;

(b) the term "Sri Lanka" means the Democratic Socialist Republic of Sri Lanka;

(c) the term "national" means-

(i) in relation to the United Kingdom, any citizenof the United Kingdom

----.---~_--~nies,4)Hllly-J;!ritish-subjecWlo4'ossessingJbat citizenship or the

citizenship of any other Commonwealth country or territory, provided in

either case he has the right of abode in the United Kingdom, and any

legal person, partnership and association deriving its status as such from

the law in for-e in the United Kingdom
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(ii) in relation to Sri Lanka, any natural person who, under the law in force

in Sri Lanka, is a citizen of Sri Lanka, and any legal person, partnership

and association deriving its status as such from the law in force in Sri

Lanka;

(d) the term "tax" means United Kingdom tax or Sri Lanka tax, as the context

requires;

(e) the terms "a Contracting State" and "the other Contracting State" means the

United Kingdom or Sri Lanka, as the context requires;

(f) the term "person" comprises an individual, a company and any other body ot

persons;

(g) the term "company" means any body corporate or any entity which is treated as a

body corporate for tax purposes;

(h) the term "international traffic" includes traffic between places in one Contracting

State in the course of a voyage which extends over more than one Contracting

State;

(i) the terms "enterprise of a Contracting State" and "enterprise of the other '-'

Contracting State" means respectively an enterprise carried on by a resident of a

Contracting State and an enterprise carried on by a resident of the other

Contracting State;

(j) the term "competent authority" means, in the case of the United Kingdom the

Commissioners of Inland Revenue or their authorised representative, and in the

case of Sri Lanka the Commissioner-General of Inland Revenue or his

authorised representative.
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(2) As regards the application of this Convention by a Contracting State any term not

otherwise defined shall, unless the context otherwise requires, have the meaning which

it has under the laws of that Contracting State relating to the taxes which are the subject

of this Convention.

ARTICLE 4

. RESIDENCE

(I) For the purposes of this Convention the term "resident of a Contracting State" means,

subject to the provisions of paragraphs (2) and (3) of this article, any person who under

the law of that State, is liable to taxation therein by reason of his domicile, residence,

place of management or any other criterion of a similar nature; this term does not

include any person who is liable to tax in that Contracting State in respect only of

income from sources therein.

(2) Where by reason of the provisions of paragraph (I) of this Article an individual is a

resident of both Contracting States, then his status shall be determined in 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. Ifhe has a permanent home available to him

~====~~== dn.both-C9ntracting States, be sballbe.deemedJQ.,be=:esideIlJ:j)ftbe CODtracti!Jg.

State with which his personal and economic relations are closer (centre of vital

interests);

..~.
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(b) If the Contracting State in which he has his centre of vital interests cannot be

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;

(c) If he has an habitual abode in both Contracting States or in neither of them, he

shall be deemed to be a resident of the Contracting State of which he is a

national;

(d) If he is a national of both Contracting States or of neither of them, the

competent authorities of the Contracting States shall endeavour to settle the

question by mutual agreement.

(3) Where by 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 is situated.

ARTICLE 5

PERMANENT ESTABLISHMENT

(1) For the purposes of this Convention the term "permanent establishment" means a fixed

place of business in which the business of the enterprise is wholly or partly carried on.

(2) The term "permanent establishment" shall include specially :-

(a) a place of management;

(b) a branch;

(c) an office;
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(d) a factory;

(e) a workshop;

(f) a mine, oil well, quarry or other place of extraction ofnatural resources;

(g) an installation or structure used for the exploration ofnatural resources;

(h) a building site or construction or assembly project which exists for more than

183 days;

(i) an agricultural or farming estate or plantation;

(3) The term "permanent establishment establishment' shall not be deemed to include:-

(a) the use of facilities solely for the purpose of storage, display or delivery ofgoods

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 entemrise;

(d) the maintenance of a fixed place of business solely for the purpose of purchasing

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

(e) 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) A person acting in a Contracting State on behalf of an enterprise of the other Contracting

State-other than an agent of an independent status to whom the provisions of paragraph

(5) of this Article apply-shall be deemed to be a permanent establishment in the first­

mentioned State ifhe P"~, and habitually exercises in that State, an authorirv to conclude

contracts in the name of the enterprise, unless his activities are limited to the purchase of

goods or merchandise for the enterprise.
-_.",-~:;::=:c:-~_--::.,-_
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(5) An enterprise of a Contracting State shall not be deemed to have a permanent

establishment in the other Contracting State merely because it carries on business in

that other State through a broker, general commission agent or any other agent of an

independent status, where such persons are acting in the ordinary course of their

business.

(6) The fact that a company which a resident of a Contracting State controls or is controlled

by a company which is a resident of the other Contracting State, or which carries on

business in that other State (whether through a permanent establishment or

otherwise),shall not of itself constitute either company a permanent establishment of the

other.

ARTICLE 6

INCOME FROM IMMOVABLE PROPERTY

(I) Income from immovable property may be taxed in the Contracting State in wl.ich such

property is situated.

8

(2) (a) The term "immovable property" shall, subject to the provisions of sub-paragraph

(b) below, be defined in accordance with the law of the Contracting State in

which the property in question is situated.;

(b) The term "immovable property" shall in any case include property accessory to

immovable property, livestock and equipment used in agriculture and forestry,

rights to which the provisions of general law respecting landed property apply,

usufruct of immovable property and rights to variable or fixed payments as

consideration for the working of, or the right to work, mineral deposits, sources

and other natural resources; ships, boats and aircraft shall not be regarded as

immovable property.
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(3) The provisions of paragraph (I) of this Article shall apply to income derived from the

direct use. letting, or use in any other form ofimmovable property.

(4) The provisions of paragraphs (I) and (3) of this Article shall also apply to the income

from immovable property of an enterprise and to income from immovable property used

for the performance ofprofessional services.

ARTICLE 7

BUSINESS PROFITS

(I) The profits of an enterprise of a Contracting State shall be taxable only in that State

unless the enterprise carries on business in the other Contracting State through a

permanent establishment situated therein. If the enterprise carries on business as

aforesaid, the pro.us vi the enterprise may be UlXed in the other Stale Due only so much

of them as is attributable to that permanent establishment.

(2) Subject to the provisions of paragraph (3) of this Article where an enterprise of a

Contracting State carries on business in the other Contracting State through a

permanent establishment situated therein, there shall in each Contracting State be

attributed to that permanent establishment the profits which it might be expected to

__~__ make if .irwere.u.distinct.andseparate enterprise eng<lgedinJhe..same..or...similar~=~=

activities under the same or similar conditions and dealing at arm's length with the

enterprise ofwhich it is a permanent establishment.
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(3) In the determination of the profits of a permanent establishment, there shall be allowed

as deductions expenses of the enterprise (other than expenses which would not be

deductible if the permanent establishment were a separate enterprise) which are incurred

for the purposes of the permanent establishment, including executive and general

administrative expenses so incurred whether in the State in which the permanent

establishment is situated or elsewhere.

,

(4) In so far as it has been customary in a Contracting State, according to its, law, to

determine the profits to be attributed to a permanent establishment on the basis of an

apportionment of the total income of the enterprise to its various parts, nothing in

paragraph (2) of this Article shall preclude that Contracting State from determining the

profits to be taxed by such an apportionment as may be customary; the method of

apportionment adopted shall, however, be such that the result is in accordance with the

principles embodied in this Article.

(5) No profits shall be attributed to a permanent establishment by reason of the mere

purchase by that permanent establishment of goods or merchandise for the enterprise.

(6) for the purposes of the preceding paragraphs, the profits to be attributed to the

permanent establishment shall be determined by the same method year by year unless

there in good and sufficient reason to the contrary.

(7) Where profits include items which are dealt with separately in other Articles of thi.

Convention, then the provisions of those Articles shall not be affected by the provisions

of this Article.
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ARTICLES

SHIPPING AND AIR TRANSPORT

(l) A resident of one of the Contracting States shall be exempt from tax in the other

Contracting State on profits from the operation of ships or aircraft in international

traffic.

(2) The provisions of paragraph (l) of this Article shall likewise apply to profits derived

from participation in a pool, a joint business or an international operating agency.

ARTICLE 9

ASSOCIATED ENTERPRISES

Where

(a) an enterprise of a Contracting State participates directly or indirectly in the

management, control or capital of an enterprise of the other Contracting State, or

(L; the same person, pa.i.cipate directly or inuircc.iy in the managemcu., ("ltrol or

capital of an enterprise of a Contracting State and an enterprise of the

Contracting State.

and in either case conditions are made or imposed between the two enterprises in their

commercial of financial relations which differ from those which would be made between

independent enterprises, then any profits, which would, but for those conditions, have accrued

_~1Qone_oLthe enterprises,..but, .b¥JeasoJ1_oL1hosecSonditions,..have~not J;o_accrued~a}'_be"",-~~=~.

included in the profits of that enterprise and taxed accordingly.
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ARTICLE 10

DIVIDENDS

(1) A dividend paid by a company which is a resident of a Contracting State to a resident of

the other Contracting State may be taxed in that other State.

(2) A dividend derived and beneficially owned by a resident of Sri Lanka from a company

which is a resident of the United Kingdom may also be taxed in the United Kingdom,

and according to the laws of the United Kingdom, but the tax so charged shall not

exceed 15 per cent of the gross amount of the dividend.

(3)

(4~

A dividend derived and beneficially owned by a company which is a resident of the

United Kingdom from a company which is a resident of Sri Lanka shall be exempt from

Sri Lanka tax other than the Sri Lanka tax on the company which pays the dividend and

also the additional tax imposed by Section 26 (4) of the Sri Lanka Wand Revenue Act.

No.4 of 1963 in so far as this provision is in force on the date of signature of this

Convention or has been modified only in minor respects so as not to affect its general

character.

Notwithstanding the provisions of paragraph (3) of this Article, where any new

contribution is made after the date of signature of this Convention by <l company which

is a resident of the United Kingdom to the capital of a company which is a resident of

Sri Lanka, the amount of tax deducted at source in respect of a dividend paid by the

last-mentioned company relating to the said "new contribution" including the additional

tax referred to in paragraph (3) of this Article, shall not exceed 15 per cent of the gross

amount of that dividend.

(5) The term "dividend" as used in this Article means any item which, under the law of the

Contracting State of which the company paying the dividend is a resident, is treated as a

dividend or distribution of a company.
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(6) The provisions of this Article shall not apply where a resident ofa Contracting State has

in the other Contracting State a permanent establishment and the holding by virtue of

which the dividend is paid is effectively connected with the business carried on through

that permanent establishment. In such a case, the provisions ofArticle 7 shall apply.

(7) Where a company which is a resident of a Contracting State derives profits or income

from the other Contracting State, that other State may not impose any tax on the

dividends paid by the company and beneficially owned by persons who are not residents

of the other State, or subject the company's undistributed profits, to a tax on

undistributed profits even if the dividends paid or the undistributed profits consist

wholly or partly ofprofits or income arising in that oilier State.

ARTICLE 11

INTEREST

(I) Interest arising in a Contracting State which is derived and beneficially owned by a

r-sident of the other Contracting State may be taxed in that other State.

(2) However, subject to the provisions of paragraphs (3), (4), (5) and (6) of this Article,

such interest may also be taxed in the Contracting State in which it arises s ,and according

to the law of that State; but, where the interest is paid in respect of a debt-claim which

was first created after the date of signature of this Convention the tax so charged shall

not exceed 10 per cent of the gross amount of the interest.

(3)... ..Notwithstanding. the provisionsof. Article..L.jntere§l arising in Sri Lanka which!1; _

derived and beneficially owned by a resident of the United Kingdom shall be exempt

from Sri Lanka tax if it is paid in respect of a loan made, guaranteed or insured, or any

other debt-claim or credit guaranteed or insured, by the United Kingdom Export Credits

Guarantee Department.
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(4) Interest derived from Sri Lanka by the Government of the United Kingdom either

directly or through on agency ofthat Government shall be exempt from Sri Lanka tax.

(5) Interest accruing to any company, partnership, or other body [)f persons which is a

resident of the United Kingdom from any loan granted by that company, partnership or

body of persons to the Government of Sri Lanka or to a State Corporation, or to any

Government institution, or to any other institution to the capital of which the

Government of Sri Lanka has made any contribution, or to a credit agency or an

undertaking in Sri Lanka with the approval of the Government of Sri Lanka, shari he

exempt from Sri Lanka tax.

(6) Interest derived and beneficially owned by a banking or financial institutions of a

Contracting State from a resident of the other Contracting State shall be exempt from

tax in that other State.

(7) 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 other debt-claims of every kind as well as all other

income assimilated to income from money lent by the taxation law of the State in which

the income arises.

(8) The provisions of paragraphs (l) and (2) of this Article shall not apply if the beneficial

owner of the interest, being a resident of a Contracting State, has in the other

Contracting State in which the interest arises a permanent establishment and the debt­

claim from which the interest arises is effectively connected with a business carried on

through that permanent establishment. In such a case, the provisions of Article 7 shall

apply.

13
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(9) Interest shall be deemed toarise in a Contracting State when the payer is that State itself,

a political sub division; a local authority or a resident of that State. Where, however, the

person paying the interest, whether he is a resident of a Contracting State or not, has in a

Contracting State a permanent establishment in connection with which the indebtedness

on which the interest is paid was incurred, and such interest is borne by that permanent

establishment, then such interest shall be deemed to arise in the Contracting 'State in

which the permanent establishment is situated.

(10) Where, owing to a special relationship between the payer and the person deriving the

interest or between both of them and some other person, the amount of the interest paid

exceeds, for whatever reason, the amount which would have been paid in the absence of

such relationship, the provisions of this Article shall apply only to the last-mentioned

amount. In that case, the excess part of the payments shall remain taxable according to

the law of each Contracting State. due regard being had to the other provisions of this

Convention.
, I,

(1 J' The provisions of thi Article shall n@l apply if the loan or other indebtedness in respect

of which the lJjl~H,St paid was ereatcu u, aSsigned mainly foi 'Ok t',.rrpos<, of taking

advantage of this Article and riot for bona fide commercial reasons.

"

ARTICLE 12

ROYALTIES

(1) Royalties arising ina Contracting State which are derived and beneficiallyowaed by a _

resident of the other Contracting State may be taxed in that other State, ' ..»

(2) However, such royalties may also be taxed in the Contracting State in which they arise

and accor.l'ng to the law of that S!f' o. but, where royalties ar- paid in respect of a rigl»

or property which was granted alter the date of signature of this Convention the tax so

eharged shall not exceed 10 per cent of the gross amount of the royalties.
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(3) 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, any copyright of literary, artistic or

scientific work (including cinematograph films, and films or tapes for radio or television

broadcasting), any patent, trade mark, design or model, plan, secret formula or process,

or for the use of, or the right to use, industrial commercial or scientific equipment, or for

information concerning industrial, commercial or scientific experience.

,

(4) Notwithstanding paragraph (2) of this Article, copy right royalties and other like

payments in respect of the production or reproduction of any literary, artistic or scientific

work (including royalties and like payments in respect of cinematograph films or tapes

for radio or television broadcasting) arising in a Contracting State and which are

derived and beneficially owned by a resident of the other Contracting State shari be

exempt from tax in the first-mentioned Contracting State.

--

(5) The provisions of paragraphs (1), (2)and (4) of this Article shall not apply if the

beneficial owner of the royalties, being a resident of a Contracting State, has in the

other Contracting State in which the royalties arise a permanent establishment and the

right or property giving rise to the royalties is effectively connected with a business

carried on through that permanent establishment. In such a case, the provisions of

Article 7 shall apply.

(6) Royalties shall be deemed to arise in a Contracting State where the payer is that State '-'

itself, a political subdivision, a local authority or a resident of that State. Where,

however, the person paying the royalties, whether he is a resident of a Contracting State

or not, has in a Contracting State a permanent establishment in connection with which

the obligation to pay the royalties was incurred and the royalties are borne by that

permanent establishment, then the royalties shall be deemed to arise in the Contracting

State in which the permanent establishment is situated.
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(7) Where, owing to a special relationship between the payer and the person deriving the

royalties or between both of them and some other person, the amount of the royalties

paid exceeds, for whatever reason, the amount which would have been paid in the

absence of such relationship, the provisions of this Article shall apply only to the last­

mentioned amount. In that case, the excess part of the payments shall remain taxable

according to the law of each Contracting State,due regard being had to the other

provisions of this Convention.

ARTICLE 13

CAPITAL GAINS

(I) Capital gains from the alienation of immovable property, as defined in paragraph (2) of

Article 6,may be taxed in the Contracting State in which such property is situated.

(2) Capital gains from the alienation of moveable property forming part of the business

property of a permanent establishment which an enterprise of a Contracting State has in

the other C0mracting Stale or of 1110\ ~Jle property pertaining t., a fixed base availainc

to a resident of a Contracting State in the" other Contracting State for the impose of

performing professional services, including such gains from the alienation of such a

permanent establishment (alone or together with the whole enterprise) or of such a fixed

base, may be taxed in the other State.

(3) Notwithstanding the provisions of paragraph (2) of this Article, capital gains derived by

.~--~ - - --c=-a .residcntofaContracting State from- the-alienation.of--s1JiJl~..aircraft,QRerateud.J:jntl-----~~

international traffic and movable property pertaining to the operation of such ships and

aircraft shall be taxable only in that Contracting State.

(4) Capito1 gains from the alierrvion of any property other than those mentiorv-d in

paragraphs (1), (2) and (3) of this Article shall be taxable only in the Contracting State

ofwhich thealienator is a resident.
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ARTICLE 14

INDEPENDENT PERSONAL SERVICES

(1) Income derived by a resident ofa Contracting State in respect of professional services or

other independent activities of a similar character shall be taxable only in that State

unless he has a fixed base regularly available to him in the other Contracting State for

the purpose of performing his activities. If he has such a fixed base, the income may be

taxed in the other Contracting State but only so much of it as is attributable to that fixed

base.

•

(2)

(1)

The term "professional services" includes especially independent scientific,literary,

artistic, educational or teaching activities as well as the independent activities of

physicians, lawyers, engineers, architects, dentists and accountants.

ARTICLE 15

EMPLOYMENT

Subject to the provisions of Article 17, 18, 19 and 20, salaries, wages and other similar

remuneration derived by a resident of a Contracting State in respect of an employment

shall be taxable only in that 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 State.

(2) Notwithstanding the provisions of paragraph (I) ofthis Article, remuneration derived by

. a resident of a Contracting State in respect of an employment exercised in the other

Contracting State shall be taxable only in the first-mentioned State if:
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(a) the recipient is present in the other State for a period or periods not exceeding in

the aggregate 183 days in the fiscal year concerned; and

(b) the remuneration is paid by, or on behalf of, and employer who is not a resident

_.ofthe other State; and

(c) the remuneration is not borne by a permanent establishment or a fixed base

which the employer has in tilt; other State.

(3) Notwithstanding the preceding provisions of this Article, remuneration in respect of an

employment exercised aboard a ship or aircraft in international traffic may be taxed in

the Contracting State of which the person deriving the profits from the operation of the

ship or aircraft isa resident.

(4) In relation to remuneration of a director of a company derived from the company the

preceding provisions of this Article shall apply as if the remuneration were remuneration

of an employee in respect of an employment and as if reference to "employer" were

references to the company.

ARTICLE 16 "-:',
ARTISTES AND ATI;l.LETES

(l) Notwithstanding the provisions of Ar,icle 14 and 15, income derived by public

entertainers (such as theatre, motion picture, radio or television artistes, musicians and

athletes) from their personal activities as such may be taxed in the Contracting State in

which those activities are exercised.
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(2) Where income in respect ofpersonal activities as such of a public entertainer accrues not

to that entertainer himself but to another person, that income may, notwithstanding the

provisions of Articles 7, 14 and 15, be taxed in the Contracting State in which the

activities of the entertainer are exercised.

ARTICLE 17

PENSIONS AND ANNUITIES

(I) Any pension (other than a pension to which Article 18 applies) or annuity derived

from sources within one of the Contracting States by an individual who is a resident of

the other Contracting State and subject to tax in that other State in respect thereof shall

be exempt from tax in the first-mentioned State.

(2) The term "annuity" means a stated sum payable periodically at stated time during life or

during a specified or ascertainable period of time, under an obligation to make the

payments in return for adequate and full consideration in money or monies worth.

(3) Notwithstanding any other provisions of this Convention, alimony and similar payments

arising in a Contracting State and paid to a resident of the other Contracting State who

is the beneficial owner thereof, shall be taxable only in that other State.

19

•



•

ARTICLE 18

GOVERNMENT FUNCTIONS

(I) Remuneration or pensions paid out of public funds of the United Kingdom or Northern

Ireland or ofthe funds of any local authority in the United Kingdom to any individual in

respect of services rendered to the Government of the United Kingdom or Northern

Ireland or a local authority in the United Kingdom in the discharge of functions of a

Governmental nature shall be taxable only in the United Kingdom unless the individual

is a Sri Lanka national without also being a United Kingdom national.

(2) Remuneration or pensions paid by, or out of funds created by Sri Lanka or a political

subdivision or a local authority thereof to any individual in respect of services rendered

to the Government of Sri Lanka or a political subdivision or a local authority thereof, in

the discharge of functions of a governmental nature, shall be taxable only in Sri Lanka

unless the individual is a United Kingdom national without also being a Sri Lanka

national.

\.Jj The provisions 01 paragraphs (1) and (2) ofuus Article shall not apply .0 remuneration

or pensions in respect of services rendered in connection with any trade or business.

ARTICLE 19

STUDENTS

(I) An individual who is or was a resident of one of the Contracting States immediately

before making a visit to the other Contracting State and is temporarily present in that

other Contracting State solely as a student at a university, college, school or other

similar rec- -Used educational instivvion in that other Cr -tracting State or as a

business or technical apprentice therein, shall be exempt from tax in that other

Contracting State on:
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(a) all remittances from the first mentioned Contracting State or the purposes of his

maintenance, education or training; and

(b) any income derived from the other Contracting State in respect of services

rendered in that other Contracting State (other than any service rendered by a

business or technical apprentice to the person or partnership to whom he is

apprenticed)" with a view to supplementing the resources available to him for

such purposes, not exceeding the sum of 750 pounds sterling or the equivalent in

Sri Lanka rupees at the parity rate of exchange during any year of assessment

(2) An individual who is or was a resident of one of the Contracting States immediately

before making a visit to the other Contracting State and is temporarily present in that

other Contracting State for the purposes of study, research or training solely as a

recipient of a grant, allowance or award from the Government of either of the

Contracting States or from a scientific, educational, religious or charitable organisation

or under a technical assistance programme entered into by the Government of either of

tile Contracting States for a period not exceeding two years from the date of his first

arrival in that other Contracting State in connection with that visit shall be exempt from

tax in that other Contracting State on ;

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

(b) any income derived from that other Contracting State in respect of services in

that other Contracting State if the services are performed in connection with his

study, research, training, or are incidental thereto.
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(3) An individual who is or was a resident of one of the Contracting States immediately

before making a visit to the other Contracting State and is temporarily present in that

other Contracting State solely as an employee of, or under contract with, the

Government or an enterprise of the first-mentioned Contracting State 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 the first-mentioned Contracting State for the purposes of his

maintenance, education or training; and

(b) any remuneration, so far as it is not in excess of 1,200 pounds sterling or the

equivalent in Sri Lanka rupees at the parity rate of exchange, for personal

services rendered in that other Contracting State, provided such services are in

connection with his studies or training or are incidental thereto.

(4) In this Article, reference to a Government shall include references to a statutory body

established in a Contracting State in order to carry on a public utility undertaking under

national control.

ARTICLE 20

TEACHERS

A professor or teacher who visits a Contracting State for a period not exceeding two years for

the purpose of teaching at a university, college, school or other recognised educational

institution in that Contracting State and who was, immediately before that visit, a resident of the

other Contracting State shall be exempt from tax in the first-mentioned Contracting State on any

remuneration for such teaching for a period not exceeding two years from the date he first visits

that State for such purpose.
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ARTICLE 21

ELIMINATION OF DOUBLE TAXATION

(1) Subject to the provisions of the law of the United Kingdom regarding the allowance as a

credit against United Kingdom tax of tax payable in a territory outside the United

Kingdom (which shall not affect the general principle hereof):

•

(a) Sri Lanka tax payable under the law of Sri Lanka and in accordance with this

Convention, whether directly or by deduction, on profits, income or chargeable

gains from sources within Sri Lanka (excluding in the case of a dividend, tax

payable in respect of the profits out of which the dividend is paid) shall be

allowed as a credit against any United Kingdom tax computed by reference to

the same profits, income or chargeable gains by reference to which the Sri Lanka

tax is computed.

-
(b) in the case ofa dividend paid by a company which is a resident of Sri Lanka to a

company which is a resident of the United Kingdom and which controls directly

or indirectly at least 10 per cent of the voting power in the company paying the

dividend, the credit shall take into account (in addition to Sri Lanka tax

creditable under the provisions of sub paragraph (a) of this paragraph) the Sri

Lanka tax payable by the company in respect of the profits out of which such

dividend is paid.

(2) For the purposes of paragraph (1) of this Article, the term "Sri Lanka tax payable" shall

be deemed to include any amount which would have been payable as Sri Lanka tax for

any year but for an exemption or reduction of tax granted for that year or any part

thereof under:
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(a) any of the following provisions, that is to say sections 6(2) (v), 6(2) (vi), 6(3),~-'

6B, 6C, 6D, 7A(2)(a), 7A(4) and 73A of the Sri Lanka Inland Revenue AciNo.

4 of 1963 so far as they were in force on, and have not been modified since;cthe,~~~~~~

<!ate of the sigDIiture~t ibis2~fivention, oiha;ebeen Iliodifi~ oll.1y inminrii~"-cc'
.. _--=-=----- .~;i-~

respects so as not to affect their general character;or~'

(i)

(b) any agreement entered into under section 17 of the Greater Colombo Economic~~.~>."

Commission Law No;'4of1978 which provides:'"" ~c.' ~Jl.'~.l
.:,:d~' _.," .)",. , '·'"..""~>,i\·"~'''''-'. ,:i",:;, .~~ ..,

='::::'~~~~'_+_oL: ~cc ..• -'-?i::if:::
for an exemption from tax provided that the enterprise qualifying for that

exemption could.ihave qualified for exemption" under any 'of the~--
----- --- ---- "

provisions referred to in-sub-paragraph (a) of this paragraph and that-the'-----
-----"::--~-

amount of the credit allowed against United Kingdom tax shall not

exceed the credit which could have been given if the exemption from Sri. 0"~__

Lanka tax had been granted under those provisions:

(ii) for a reduction of tax, subject to the mutual agreement of the competent

authorities in each case, or-~--

(c) any other provision ~chIllllY subsequently be niade granting an exemption'oi-t'
~·:'i,·,~\~· ~.

reduction of tax which is .agreed by. the .competent authorities to be of.. a'-
substantially similar character,ifit~has not been modified thereafter.or hasbee .

'i-~_~':' ,:~_:'.- -'\1::': '. t: :'", . ," ,""':>i.',;'

. modjfi~donlyiIlmm:~~~tsso .~ not toaifect its general character. ~~

~, . e.-·· ~- -+"0

i-;--:~:;·!:

Provided that relief from united Kingdom tax shall not be given by virtue of this ..

._~hin resJJeCt of income fr()6anySo~ if the income allSeS m a penOd-staffing more" ~.~. ~
~:.-., - - -~--, ,-'-~ --- ----~..:.::--~- ~----,.----- ._----~--,------------I than ten years' after the exemption;,§JID;'or;teduction of, Sri Lanka tax was first granted.£-"
'~~'.~ ,'.' 1i_-;":}~ "~'f'" ~- ' ---------

. ~~;: -~~~respect ofthat source. ~·.~k.;...-"·---4:......,,;;....--C-

c ..~.;": ••-~ '. . .~.'""".j""".±

t..:,··•.•·· .··.S~~....::+ i,~4tki·i.~.~-;-.·...;.;.r.~ .. '~...• ' ""
,_:~~~, '.".1 ;~-> .. -' '-~ -" , ,



(3) Subject to the provisions of the law of Sri Lanka regarding the allowance as a credit

against Sri Lanka tax of tax payable in a territory outside Sri Lanka (which shall not

affect the general principle hereof:

•

(a) United Kingdom tax payable under the laws of the United Kingdom and in

accordance with this Convention, whether directly or by deduction, on profits,

income or chargeable gains from sources within the United Kingdom (excluding

in the case of a dividend, tax payable in respect of the profits out of which the

dividend is paid) shall be allowed as a credit against any Sri Lanka tax computed

by reference to the same profits, income or chargeable gains by reference to

which the United Kingdom tax is computed,

(b) In the case of a dividend paid by a company which is a resident of the United

Kingdom to a company which is a resident of Sri Lanka and which controls

directly or indirectly at least 10 per cent of the voting power in the United

Kingdom company, the credit shall take into account (in addition to any United

Kingdom tax creditable under the provisions of sub-paragraph (a) of this

paragraph) the United Kingdom tax payable by the company in respect of the

profits out ofwhich such dividend is paid.

(4) For the purposes of paragraphs (1) and (3) of this Article, profits, income and capital

gains owned by a resident of a Contracting State which may be taxed in the other

Contracting State in accordance with this Convention shall be deemed to arise from

sources in that other Contracting State.
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(5) Where profits on which an enterprise of a Contracting State has been charged to tax in

that State are also included in the profits of an enterprise of the other Contracting State

and the profits so included are profits which would have accrued to. that.enterprise of

the other State if the conditions made between the enterprise had been those which
-\~'

would have been made between independent enterprises dealing at apn's length, the. .'

amount included in the profits ofboth enterprises shall be treated for the purposes of this

Article as income from a source in the other State of the enterpris~{)fthe first-mentioned

State and relief shall be given accordingly under the provisions of paragraph (I) or

paragraph(3)ofthisAJtic~.

(6)

(I)

(2)

Where under any provision of this Convention income is relieved from Sri Lanka tax,J-.' •

and, under the law in force. in the United ~dom, an individual in respect of the said

income is subject to tax by reference to .the amount thereof which is remitted to or. ,. "

received in the United Kingdom and not by reference to the full amount thereof, then the

relief to be allowed under this Convention in Sri Lanka shall apply only to so much of
:... .,'

the income as is remitted to or received inthe United Kingdom.
\. " -. , ..

ARTICLE 22

NON-DISCRIMINATION

The nationals ofa Contracting State Shall not be subjected in the other Contracting State.-. . ;. ,

to . any taxation or any requirement connected therewith which is R!&er or more

---e-burdensomedhan..th~~<!1ion and .C01¥l~t~,Jeqllirementsio-..Whi~~~s"="o,=f="th,,,a~t=~~=

other State in the same circumstances areor.may be subjected. . .

The taxation on a permanent establishment which an enterprise a Contracting State has

in the other Contracting State shall not he less favourably levied in that other State than

the taxation levied on enterprises of that other State carrying on the same activities.
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(3) Enterprises of a Contracting State, the capital of which is wholly or partly owned or

controlled, directly, or indirectly, by one or more residents of the other Contracting

State, shall not be subjected in the first-mentioned Contracting State to any taxation or

any requirements connected therewith which is other or more burdensome than the

taxation and connected requirements to which other similar enterprises of the first­

mentioned State are or may be subjected.

(4) Nothing contained in this Article shall be construed as obliging either Contracting State

to grant to individuals not resident in that State any of the persona! allowances, reliefs

and reductions for tax purposes which are granted to individuals so resident.

•

'-"
(5) The additional rate of tax chargeable under subsection (4) of section 26 of the Sr. Lanka

Inland Revenue Act No.4 of 1963 (insofar as this provision is in force on the date of

signature of this Convention or has been modified only in minor respects so as not i':

affect its general character) shall not, in the case of companies which are residents of the

united Kingdom, exceed 6 per cent.

(6) In this Article the term "taxation" means taxes which are the subject of this Convention.

ARTICLE 23

MUTUAL AGREEMENT PROCEDURE

(1) Where a resident of a Contracting State considers that the actions of one or both of the

Contracting States result or will result for him in taxation not in accordance with this

Convention, he may, notwithstanding the remedies provided by the national laws of

those States, present his case to the competent authority of the Contracting State of

which he is a resident.
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(2) The competent authority shall endeavour, if the objection appearsto-it-tobe.justifiedand C~
, "

if it is not itself able to arrive at an appropriate solution, to resolve, the case by mutual
--- -- ----

agreement with the competent authority of the other Contracting State, with a view to

the avoidance oftaxation not in accordance with the Convention.
~l - .

(3) The competent authorities of the Contracting State shall endeavour to resolve by mutual

agreement-any difficulties or doubts arising as to the interpretation-er-applieationof the

Convention.

(4)

. "',-,

The competent.authorities of the Contracting States rimy CO~~~-With each other.

directly for the purpose of reaching an agreement in the sense of the preceding

paragraphs.

ARTICLE 24 ",

EXCHANGE OF INFORMATION
~-~- .,'-'"j

The competent authorities of the Contractin&r~r~~S shall exchange: such informa~()n (being

information whichis attheir disposal under their respective taxation laws in thenormal course

of administration) as is necessary for carrying out the provisions of this Convention or for the

prevention of fraud or the administration of statutory provisions against legal avoidance in

relation to the taxes which are the subject of this Convention. Any information so exchanged
'" ,_.",

; .... ,; ,",

shall be treated a.:;,~~t 1?~t~y be disclosed to persons, (including a courtoradministrative

body) concernedwith asll~s~ent,collection, enforcement or prosecution in~pect oftll){es

which.are,th~ectpi this Con¥entio!1=-NO-infonmrtion sb~JIhe exchanged which would
i_•.> 'L .. · . c_"" ... :' .. ",: .... .. ',.. ."

disclose any trade, business, industrial or professional secret or any trade process.
Ll~,~~-~oc--'-' ", jJ ,_ .• '

----..:.--~:::-
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ARTICLE 25

ENTRY INTO FORCE

i
This Convention shall come into force on the date on which the last of all such things

:: ~; :; . , . j .; .: '. .

Ii'shall have been done' in the' United Kingdom and Sri Lanka, as are necessary to give the

Convention the force of law in the United Kingdom and Sri Lanka respectively, and shall

thereupon haveeffect:

I ,

(a) in the UnitedKingdom:'

•

(i) , as, respects income tax and capital gains tax for any year of assessment r~.,
beginning on or after6thApril, 1977; I,

(ii) as respects corporation tax, for any financial year beginning on or after

Ist April, 1977; !

(b) in Sri Lanka:

as respects Sri Lankatax, for the year of assessment commencing on 1st

April, 1977,and subsequent years of assessment.

! ARTICLE 26

TERMINATION

;1

Iii' This Convefltion shal1re~?,i,ry in f?rce until terminated by onj of the Contracting States,

Either Contracting State may terminate the Convention through diplomatic channels, by giving
1

.notice of termination at 1<iast six lIlOnthf before the end of any calendar year after the year 1982.

In suchevent, the Convention shall ceaseto haveeffect:
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(a) in the United Kingdom;

(i) as respects income tax and capital gains tax, for any year of assessment

beginning on or after 6th April in the calendar year next following that in

which the notice is given;

(ii) as respects corporation tax, for any financial year beginning on or after

1st April in the calendar year next following that in which the notice is

given;

(b) in Sri Lanka:

as respects Sri Lanka tax, for the year of assessment beginning on 1st

April in the calendar year next following that in which the notice is given

and subsequent years ofassessment.

/

In witness whereof the undersigned, duly authorised thereto by their respective Governments,

have signed this Convention,

Done in duplicate at London, this 21st day of June 1979, in the Sinhala and English

languages, both texts being equally authoritative.

N. WIMALASENA,

For the Government of

the Democratic Socialist

Republic of Sri Lanka.

11-562
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PETER BLACKER,

For the Government of

the United Kingdom of

Great Britain and

Northern Ireland.


