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SCHEDULE

CONVENTION BETWEEN THE GOVERNMENT OF

THE DEMOUCRALIC SOCIALIST RE-UBLL.C OF SK1

LAaNKA AN% I R

cUBLAC OF

(}jf BUUL&LE TAXLT.ON AND THE PREVENTION

OF F.SCAL EVASION WITH RESPECT O TAXES
ON INCOME

THE Government of the Democ atic Socialist Republic
of Sr1 Lanka anda the Government of the isiamic
Repup-ic of Pakis.am, desiring o co.clude a convent.oa
for .ne avoidauce of double taxation and .he prevention
of fiscal evasion wich respect to taxes on income, have
agreed as follows:

ARTICLE 1
PERSONAL SCOPE

This coaventionr shall apply to pe sons who are
res.dents of one or both of ihe Con.racting S.ates.

ARTICLE 2
TAXES COVERED

-~ This Convention shall apply to taxes on income
1‘( $eu V. Deaalr of each Lonwacilng bc_ate, irrespec-
iiv. of the manner in which hey are ievied.

2. There shall' be regarded as taxes on income all
.axes unposeda on total mncome or on elemgnts of iacome,
Inc.udiag taxes on gains from the alienacion of movab{e
or 1minuvabie property and taxes on_the} total amounis
oL wageas or sa.aries paid by ‘enterprises.

3. The existing taxes to which this Convention shall
apply arc :
(a¢) in S i Lanka—
ithe income tax, including the income tax based
on .ne turnover of enterprises licensed by the
Greater Colombo Economic Comr‘msswf’x (here-
inafcer refer.ed to as “ Sri Lanka tax”) ;

(b) in Pakistan—
(i) the income tax ;
(ii) the super tax; and
(iii) the surcharge.
(herein after referred to as “Pakistan Tax )

4. This Convention shall also apply to any identical

" substantia..y similar .axes which are imposed after
- ydate of signaiu e of this Convention in addition to,
( place of, the existing taxes. The compe.ent autho-
ri. s’ of the Conwacting States shall notify each othgr
of any important chaages which have been made in
their respective taxation laws.

ARTICLE 3
GENERAL DEFINATIONS

1. In this donvention, unless the context otherwise
requires :

(a) the term “Sri Lanka” means the Democra'ic
Socialist Republic of Sri Lanka, including any
area outside the territorial sea of Sri Lanka
which in accordance with inte national law has
been or may hereaf er be designated, under the
laws of Sri Lanka concerning the Con inental
Shelf, as an area within which the rights of Sri
Lanka with -espect to the sea bed and subsoil
and the natural resources may be c¢xercised ;

(b) the term “ Pakistan” used in a geograpical sense
means Peakis'an as defined in Consti‘ution of
the Islamic Republic of Pakistan so includes
anv area outside the territorial \raters of
Pakis‘an which under the laws of Pakistan is
an area within which the rights of Pakistan
with respect to sea bed and sub-soil and their
natural resources may as exercised ;

(c) the terms “a Contracting S:ate” and *“ .he other
Conwaculag Suawe " inedat S.1 Lanka or Pakistan
as lne comext requires ;

(d) the term ‘ person” inciudes an individual, a
compday and auny oJdier pody or persons ;

(c) -he term “ Company "> meaas any body corporate
0. auy enwwy which is (reateda as a pody corpo-
ra.e for cax purposes ;

(f) the .erms *“enterprise of a Contracting State”
and “enterprise of the o:her Cont accing
State ” mean respecuvely an en.erprise carricy
on by a residenct of a Coanirac.ing State 2na an
ente prise carried on by a resideat of the other
Con.racting ‘Stace ; '

(g) the term “international traffic ¥ means any trans-
port by a ship or aircraft operated by an en-
terprise waich has ics place of effective man-
agement n-a Coniracting State, éxpor. when
the ship or aircraft is operatéd solely between
piaces in the o:her Contracting State;

(h) the term *“ nationals’ means—

(i) all individua:s possessing the nationali-‘.y of
a Con.racting State ; ‘

(ii) ali legal persons, partnerships and associ-
ations deriving their status as such from
the laws in force in a Contracting State ;

(i) the term ‘‘competent authority ” means ;

(i) in the case of Sri Lanka, the Commissioner-
General of Inland Revenue ;

(ii) in the case of Pakistan, the Central Board
of revenue., N

2. As regards *he application of this Convention by
a Con racting Siate any te m not defined therein shall,
unless the context otherwise requires, have the nieaning
which it has under the laws of that Contracting State
relating to the taxes which are the subject of this
Convention.

ARTICLE 4
FISCAL DOMICILE

1. For the purposes of this Convention, the term
“resident of a Contracting State” means .any person
who, under the law of that State, is liable to *ax therein
by reasomr of his domicile, residence, place of manage:-
ment or any other criterion of a similar nature.

2. Where by reason of the provisions of paragraph (1)
of this Article any individual is a residert of both Con-
'érala.lctmg State, themr his status shall be determine as

ollows :

(a) He shall be deemed to be a resident of the Con-
tracting State in which he has a permanent
home avai'able to him. If he has a permanent
home available to him in bo‘h Conltracting
Sta‘'es he shall be deemed to be a resident of
the Contracting State with which his personal
and economic -elations are closer (centre of
vital interest) ;

(b) If the Contracting State in which he has his centre
of vital interest 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 -esident of the Contracting State in
which he has an habitual abode ;

(¢) If b~ has an habitual abode in holh Contracting
States or in neither of them he shall be deemed
to be a rerident of the Contracting States of
which he is a national ;
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(d) If he is a national of both Contracting States or
of neither of them, the competent authorities
of the Contracting States shall settle-the ques-
tion 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 State in which its place
of effective management is situated.

ARTICLE 5
PERMANENT ESTABLTJSHMENT

1. For the purposes of this Convention, lhe 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
especlally : —

(a) a place of management ;

(b) a branch;

(¢) "an office ;

oy
( (d) .a factory ;

(e): a workshop ;

(f) a mine,. an oil or gas well, a quarry or other place
of extraction of natural resources;

(g) an agricultural or farming estate or plantation;

(h) a building site or construc.ion or assembly pro-
ject which. exists for more than 133 days:

(i) the furnishing of services, including consultancy
services, by an enterprise through employees
or other: personnel, whrere activities of tha.
nature continue within the country for a period
or periods aggregating more than 183 days with-
in any twelve mon.h period.

3. Notwithstanding the preceding provisions of this
Article, the term “ permanent establishment ” shall be
deemed not .0 include :

(a) the use of facilities solely for the purpose _of
storage or display of goods or merchandise be-
longing to the enterprise ;

(b) the maintenahce of a stock of goods or merchan-

A ( dise belonging to the enterprise solely for the

purpose of storage or display ;

(¢) the maintenance of a stock of goods or merchan-
dise belonging to the enterprise solely for the
purpose of processing by another enterprise ;

(d) the maintenance of a fixed place of business
solely for the purpose of purchasing goods or
or merchandise or of collecting information, for

- for the enterprise ;

(e) the maintenance of a fixed place of business solely
for the purpose of carrying on, for the enter-
prise, any other activity of a preparatory or
auxiliary character.

4. Notwithstanding the provisions of paragraph (1)
and (2) of this Article, where a person-—other than an
agent of an independent status to whom paragraph (5)
of this Article applies—is acting in a Contracting State
on behalf of an enterprise of the other Contracting
State, that enterprise shall be deemed to have a per-
manent establishment in the first-mentioned Contracting
State in respect of any activities which that person
undertakes for the enterprise, if such a person:
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(a) has and habitutally exercises in that State an
authority to coinclude contracts in the name of
the enterprise, unless the activities of such
person are.limited to those mentioned in para-
graph = (3) of this Axticle which, if exercised
through a‘fixed place of business would. not
make this fixed place of business a permanent
establishment.under the provisions of that para-
graph ;

(b) has no such authority, but hahitutally main-
taine in the first mentioned State a stock of
goods or merchandise from which he regularly
delivers goods or merchandise on behalf of the
enterprise,

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 State through a broker, general commission
agent or any other agent of an independent status, where
such pereong are acting in the ordinary course of their
business. ' However; when the activities of such an agent
are devoted wholly or almost wholly on behalf of ihat
enterprises, he will not be considered an agent of an
independent status within the meaning of this paragraph.

6. The fact that a company which is a resident of a
Contracting State controls or is controlled by a company
which is a resident of the other Contracting Sliate, or
which. carries .on business in that other State (whether
through a permanent esvablishment or otherwise) shall
not of itself constitute either company a permanent
establishment of the other.

ARTICLE 6
INCOME FROM IMMOVABLE PROPERTY

1. Income from immovable property may be taxed in
the Contracting State in which such property is situated.

2. The term ‘“immovable property” shall have the
meaning which it has under the law of the Contracting
State in which the property in question is situated, The
term shall in any case include property accessory to
immovable property, lives.ock and equipment used in
agriculture and forestry, rights to which the provisions:
of general law respecting landed properly apply, nsu-
fruct of immovable property and rights to varible or
fixed payments as considera.ion for the working of, or
th eright to work, mineral deposits, sources and other
natural resources : ships, boats and aircraft shall not be
regarded as immovable property.

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

4. The provisions of paragraphs (1) and (3) of this
Article shall also apply to the income from immovable
property of an enterprise and to income from immovable
property used for the performance of professional
services.

ARrTICLE 7
BUSINESS PROFITS
1. 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—-Contrac ate
through_a permanent_establishment-situated-therein—If
the enterprise carries on business as aforesaid, the pro-
fits of the enterprise may be taxed in the other State but
only so much of them as is attributable to (ag) that
permanent establishment (b) sales in that other State
of goods or merchandise of the same or similar kind as
those sold through that permanent establishment or (c)
other business activities carried on in that other State
of the same or similar kind as those effected through
that permanent establishment.
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9. Subject to the provisions of paragraph (3) of this
Article where an en.erprise of a Contracting . State
carries on ' business in the other Contracting State

through. a permanent establishment situated herein,

there shall in each contracung State be attributed to-
that permanent establishment the profi.s which it might
be expeccted to make if it were a distinet and separate
enterprise engaged in
under the same or similar conditions and dealing wholly
independently with the enterprise of a permanent
establishment.

3. In the determination of the profits of a permanent
establishment, there shall be allowed .as deductions
expenses which are incurred for the purposes of the
bu:iness of the permanent establishment including exe-
cutive and general administrtive expenses 80 incurred,
wneiper 1 e S.ate in which the permanent es.aoush-
ment is situated or elsewhere. However, no such deduc-
tion shall be allowed in respect of amounts, if any. paid

(otherwise ‘than towards reimbursement of actual ex-.

penses). by the permanent establishmen! to the head
office of the enterprise or any of its other offices, by way
of royalties, fees or other similar
for. the use of patents or other rights, or by way  oX
commission,  for specific services performed or ‘for
management, or, except in the case of a banking enter-
prise,- by way of interest on moneys lent to the per-
manent ‘establishment. v
taken, in the determination of the profits of a permanent
establishment, for amounts charged (otherwise than
towards reimbursement of actual expenses). by the r .-
manent establishment to the head office of the enterprise

or any of'‘its other offices, by way of royalties, fees or -

ovher similar payments in return for the use of paienus
or other right, or by way of commission for spevific
servicas performed or for management,. or, except in
the case of banking enterprise by way of interest on
maneys ent to the head office of the enterprise or any
of its other offices. :

4. Insofar as it has been customary in a Coutracting .

State to.determine the profits to be attvibutled to a
permanent establishment on the basis of an apportion-
ment of the total profits of the enterprice to its various
parts, nothing in paragraph (2) of this Article shall
preclude that Contracting State from determining  the
groﬁts_ to be taxed by such an apportionment as may
2 customary ; the method of apportionment as may
be customary ; the method of apportionment shall, how-
ever, be suchr that the result will be in accordance with
the principles contained in this Axrticle. ;

5. No profits shall be attributed to a permanent es-
tablishment by reason of the more purchase by that
permanent establishment
the enterprise.

6. For the purposes of the preceding paragraphs, the
profits to be attributed to the permanent establish-
ment shall be determined by the same method year
by year unless there is good and sufficient reason to
the contrary.

7. Where profits include items of income which are
dealt with separately in other Articles of this Conven-
tion, then the provisions of those Articles shall not be
affected by the provisions of this Axticle.

ARTICLE 8
SHIPPING AND AIR TRANSPORT
1. Profits derived from the operation of ships or
aireraft in international traffic shall be taxable only

in the Contracting State in which the place of effective
management is situated.

2. Notwithstanding the provisions of paragraph (1)
of this Article profits derived from the operafion of
ships in international traffic may be taxed in the Con-
tracting State in which such operation is carried on;

.he same or similar activities.

payments in return '

F )
Likewise, no- account.shall be’" ( )

of goods or merchandise for °

_but the tax so charged shall not exceed 50 per cent of

tshe tax otherwise imposed by the internal law of that
state. N ) "

3. The provisions of paragraphs (1) and:(2) of this
Article shall likewise apply in respect of participations
in pools, in a joint- business or in an international ope-
rations agency of any kind by enlerprise engaged in
the operation of ships or aircraft in international
traffic. :

4. If the place of effective management of a shipping
enterprise is abroad a ship, then it shall be deemed to
be situated in the Contracting State in which the home
harbour of the ship is situated, or if there is no such
home harbour, in the Contracting State of which the

~operator of the ship is a resident.

ARTICLE 9
ASSOCIATED ENTERPRISES
71, Where: .

(a) an enterprise of a Contracting State participates
. directly -or indirectly in the management, con-

‘Contracting State, or

the same persons participates directly or in-
directly in the management, control or ca ital
of an enterprise of a Contracting State and an
enterprise of the other Contracting State,

and in either case conditions are made or imposed -
between the two enterprises in their commercial or:
financial relations which differ from those which would
be made between independent enterprise, - then any
profits which ~would, but for those conditions, have’
accrued to one -of the enterprises, but, by ‘redson -of

_those conditions, have not so accrued, may:be included

ii_1 the profits of that enterprise and taxed accordingly.

2. Where a Contracting State includes in-the profils
of an enterprise of that State—and taxes accordingly—
profits on which an enterprise of the other Contracting
State has been charged to tax in that other State and
the profits so. included are profits which- would have
acerued to the enterprise of the first-mentioned State
if the conditions made between the two enterprises had
baen those which would have been made between in-
dependent enterprises, then that other State shall make
an appropriate adjusiment to the amount of the tax
charged therein an those profits. In determining such
adjustment, due regard shall be had to the other pro-

visions of the Convention and the competent authori- (

ties of the Contracting State shall, if necessary, consult
each other. .

ArTICLE 10
DIVIDENDS

1. Dividends paid by a company which is a resident
of a Contracting State to a resident of the other Con-

- tracting State may be taxed in that other State.

9. However, such dividends may also be taxed in the
Contracting State of which the company paying the di-
vidends is a resident and according to the laws of that
State, but the tax so charged shall not exceed 15 per
cent of the gross amount of the dividends.

3. The term ¢ dividens ” as used in the Article means
income from. shares, mining shares, founders’ shares
or other rights, not being debt-claims, participating_in
profits, as well ag income from other corporate rights
which is sbjected to the same taxation treatment as
income from shares by the taxation law of the State
of '\ghi%h the company making the distribution is a
resident.

4. The provisions of paragraphs (1) and (2) of this
Article 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

trol or capital of an enterprise of the other. k

N
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which the company paying the dividends is a resident,
through a permanent” establishment situated therein
or performs in that other State independent personal
Services from a fixed base situated therein and the
holding in respect of which the dividends-are paid is
effectively connected with such permanent establish-
ment or fixed base, In such a case the: provisions of
Article 7 or Article 14, as the case may be, shall apply.

5. Where a company which is a resident of a Con-
tracting 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, except in-
sofar as such dividends are paid to a resident of that
other State or insofar as the holding in respect of which
the dividends are paid is effectively connected with a
permanent establishment or a fixed base situated in
that other State, nor subject the company’s undistribut-
ed profits to a tax on the company’s -undistributed
profits, even if the dividends paid or the undistributed
profits consist wholly 'vr purlly of profits or income
arising in such other State.

VARTICLE 11
X INTEREST

1. Interest arising. in:a Contracting State and paid to a
resident of the other Contracting State may be taxed
in that other State, j E T

2. However, such inerest may also be taxed in the
Contracting §tate in which it arises and according to
the laws of that State, but if the resipient is the bene-
ficial owner of the interest the tax so charged shall
'?Ot etxceed 10 per cent of the gross amount of the in-
erest.

3 Notwithstanding the 'prov.ision,s& of pafa'ggaph (2)
of this Article, interest arising in a Contracting State
shall be exempt from tax in that State if :

(a) the payer of the. interest is the "Government_of
that Contracting State or a local authority
thereof, or

(b) the interest is paid to the Government of the
other Contracting State or -local authority
thereof or any agency or instrumentality (in-
cluding a financial institution): wholly owned
by that other Contracting State or local autho-
‘rity thereof, or - '

(c) the interest is paid to the State Bank of Pakistan
‘or the Central Bank of Ceylon, ‘or

(d) the interest is paid to any other. agency or ins-
trumentality (including a financial instruction)
in relation to. loans made in application of an
agreement concluded between the Governments
of the Contracting States.

4. The term “interest” as uged in this Article means
income from Government securities, bonds or deben-
tures, whether or not secured by mortgage and whether
or not carrying a right to participate in rofits, and
debt-claims of every kind as well as all other income
assimilated to income from money lent by the taxation
law of that State in which the income arises,

5. The provisions of praragraphs (1), (2) and (3) of
this Article shall not apply if the beneficial owner of
the interest, being a resident of a Contracting State,
carries on business in the other Constracting State in
which the interest arises through a permanent estab-
lishment situated therein, or performs in that other
State independent personal services from a fixed base
situated therein and the debt-claim in respect of which
the interest is paid is effectively corrected with such
permanent establishment or fixed base. In such a case,
the provisions of Article 7 or Article 14, as the case
may be, shall apply.

6. Interest shall be deemed to arise in a Contracting
State when the payer is that State itself, a political or
administrative 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 or a fixed base in connection
with which the indebtedness on which the interest is
paid was incurred, and such intcrest is borne by such
permanent establishment or fixed base, then such
Interest shall be deemed to arise in. the Contracting
State in which the permanent establishment or fixed
base is situated.

7. Where, by reason of a special relationship between
the payer and the beneficial owner or between both
of them and some other person, ' the ‘amount of the
interest, having regard to the debt-claim for which it
is paid exceeds the ammount which wotld have been
agreed upon by the payer and ‘the ‘beneficial owner in
the onbsonce of such relutionship, the provisions of this
Article shall apply only to the lagt-mentioned amount.
In such case, the excess part of the pPayments shall re-
main taxable according to the law of each Contracting
State, due regard being had to the other provisions of
this Convention. : . i

ARTICLE 12
ROYALTIES - P
1. Royalties arising in a Contracting State and paid
to a resident of the other Contracting State may be
taxed in that other State. s, el £

2. However, such royalties may also be taxed in the
Contracting State in which they arise and according
to the laws of that State, but if the recipient ‘is the
beneficial owner of the royalties the  tax so ‘charged
shall not exceed 20 per cent of the gross amount of
the royalties.

3. The term  “royalties” ag used in -this Article
means payment of any kind received as a congideration
for the use of, or the right to- use, any copyright of
literary, artistic or scientific work including cinemato-
graph films, or tapes for television or broadcasting, any
patent, trade mark, design or model, plan, secret for-
mula or process, or for the use of. or the right to use,
industral, commercial, or scientific equipment;, or for
information concerning industrial,” * commercial or
scientific experience.

4. The provision of paragraphs (1) and (2) of this
Article, shall, not apply if the beneficial owner of the
royalties, being a resident of a Contracting” State,
carries on business in the other Contracting State in
which the royalties arise, through-a permanent estab-
lishment 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 royalties are paid is effectively connected
with such permanent establishment or fixed base, In
such a case, the provisions of Article 7 or Article 14,
as the case may be, shall apply.

5. Where, by reason of a special relationship between
the payer and the beneficial owner or between both of
them and some other person, the amount of the royal-
ties paid, having regard to use, right or information for
which they are paid, exceeds the amount' which would
have been agreed upon by the bayer and the beneficial
owner in the absence of such relationship, the pro-
visions of this Article shall apply only to the last-
‘mentioned amount. In such 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.

ARrtICLE 13
CAPITAL GAINS
L. Gains derived by a resident of 5 Contracting State

from the alienation of immovable property referred to

in Article 6 and situated in the other Contractj
may be taxed in that other State. SURE migie
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2. Gains from the alienation of movable property
forming part of the business property of a permanent
establisnment which an enterprise of a Contracting
State has in the other Contracting State including
such gaing 1rom the alienation of such a permanent
establishment, (alone or with the whole enterprise),
may be taxed in that other State.

3. Gains from the 'aliénation of ships or aireraft
opcrated in intcrnational traffic or movable property
pertaining to the operation of such ships or aircraft

shall be taxable only in the Contracting State in which

the place of effective cmanagement of the enterprise is
situated.

4. Gains from the alienation of stocks and shares of
a company representing a participation of 20 per cent

of more may be taxed in the Contracting State in,

which they have been issued, -

5. Gaing from the alienation of any property other .

than tnav reterred 0 1n pavagraph (1) to (4) of this
Article, shall be taxable only in the Contracting State
of which the alienator is a resident.-

6. The term “ alienation ” means the sale, exchange, .

transfer, or relinquishment of the property or the
ostinguishment of any rights therein or the compulsory
acquisition thereof under any law  in-force in the

respective Contracting States.
_ArticLE 14
INDEPENDENT PERSONAL SERVICES

1. Income derived by. a resident of a Contracting
State in respect of proressional services or other sctivit-
ties of an independent charcter shall be  taxble only
in that State except in the following circumstances,
when such income may also taxed in the other Con-
tracting State: 1

(a) If he has fixed base regulary available to him
in the other Contracting State for the purpnse
of performing his activites; in that case, only
50 much- of the income as is' attributable to
that flxed base may be taxed in that other
Contracting State; or

(b) if his stay in the other Contracting State is for
a period or periods amounting to or exceeding
in the aggregate 183 days in the fiscal year
concerned ;. in that case only so much of the
income as is derived from his activites per-
formed in the other State may be taxed in

that State.
2. The term “professional services” includes
aspecially independent scientific, literary, artistic,

educational or teaching activities as well as the
independent activities of physicians, lawyers, engine-
ers, architects, dentists and accountants,

ArTICLE 15
DEPENDENT PERSONAYL SERVICES

1. Subject to the provisions of Articles 16, 18 and
19 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 Con-
tracting State. If the amployment is so exercised, such
remuneration as is derived therefrom may be taxed
in that other Contracting State..

2. Notwithstanding the provisions of paragraph (1)

of this Article, remuneration derived by a resident of
a Cor}tract_mg State in respect of an employment
exercised in the other Contracting State shall be
taxable only in the first mentioned State if :

(a) The receipient is present in the other Sate for
a period or periods not exceeding in the
aggregate 183 days within any 12 months pericd,
an

(b) the remuneration 1s paid by, or on behalf of,
an employer who is not resident of the other
State, and

(c) the gemuneration is not borne by a permanent
establishment- or a fixed base. which
the employer has in the 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 only in the Contracting State in
which the place of efiective management of the enter-
prise is situated. s

ARTICLE 16
DIRECTORS’ FEES

1. Directors’ fees and other sikmilar tpayment's derived
by a resident of a  Contracting State in his capacity
as.a member of the board of directors of a company
which is a resident of the other Contracting State may
be taxed in that other State. .

2. Salaries, wages and other similar remuneration
derived by a resident. of a Contracting State in his
capacity as an official in a top-level managerial posi-
tion of a company which is -a.resident of the other
Contraciing State may be taxed in that other State. ,

ArtictE 17 ..
ARTISTES AND ATHLETES

1. Notwithstanding the provisions of Axticles, 14 and
15, income derived by public entertainers (such as
theatres, motion picture, radio or television artistes and
musicians) or athletes, from their personal activities
as such may be taxed in the Contracting State in which
these actlvities are exercised : T ‘

Provided that such income shall not be taxed in the
sald Contracting State if the visit of the public enter-
tainers or athletes to that State is directly or inidirectly
supportzd, whoily “or  substanciaily, from tns up-ie
funds of the Government of the other Contracting State.

2. Where income in respect of personal activities
exercised by an entertainer or an athlete in his capacity
as such accures not to the entertainer or athlete himself
but to another person, that income may, notwith~
standing the provisions: of Articles 7, 14 and 15 be
taxed in the Contracting State in which the activities
of the eantertainer or athlete are exercised,

3. For the purposes of this. Article, -the term
“ Government ” include a State Government, a political
sub-division or a local authority of either Contracting

State. .

ArTICLE 18
GOVERNMENT SERVICE

1. (a) Remuneration, other than a pension, paid by
the Government of a Contracting State to an
individual in respect of services rendered to
that State or a local authority thereof shall
be taxable only in that State,

However, such remuneration shall be taxable
only in the other Contracting State if the
services are rendered in that State and the
individual is a resident of that State who :

(i) is a national of that State, or

(ii) did not become a resident of that State
solely for the purpose of rendering the
services. ¥

(b)

2. Any pension paid by, or out of funds created by,
the Government of a Contracting State to an individual
in respect of services rendered to that State shall be
taxable only in that State.

il’f
£
i
7
]
i
%
¥

L A A e A i



I 02100 : (I) 0d¢w—E@ Co2a0 Yhmstdm D1sDd dmoded ¢8 Bons 0esd smw—1982.09.17

21 A

Parr I: §xo. (I)-GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA-1982.00.17

3. The provisions of Articles 15, 16 and 19 shall
apply to remuneration and pensions in respect of ser-
vices rendered in connection with a busmgess carried
on by a Contracting State or a local authority thereof.

4 For the purposes of this Article, the term
* Government ” shall include any State Government or
local authority of either Contracting State, the State
Bank of Pakistan and the Central Bank of Ceylon.

ARrTICLE 19 :
NON-GOVERNMENT PENSIONS AND ANNUITIES

1. Any pension (other than a pension referred to in
Article 18) or annuity derived by a resident of a
Contracting State from sources within the other Con-
tracting State may be taxed only in that State,

2. The term “pension” means a periodic payment
made in considerativn of services rendered in the past
or by way of compensation for injuries received in the
course of performance of services, '

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

ArTICLE 21
PROFESSORS. AND TEACHERS

A professor or teacher who makes a temporary visit
to a Contracting State for ‘a period not exceeding two
years for the purpose of teaching or conducting re-
search at a university, college, - school or other edu-
cational institution, and who is, or immediately before
such visit was, a ‘resident of the other. Contractin
State shall be exempt from tax in the first-mentione
Contracting State in respect of remuneration for such
teaching or research. et

ARTICLE 21
STUDENTS AND APPRENTICES

1. An individual who was resident of one of the
Contracting States and is temporarily present in the
other Contracting State solely—

(a) as a student at a recognised university, college
or school in that other territory; or

(b) as a business apprentice ; or

(¢) as the recipient of a grant, allowance or award
for the primary purpose of study or research
from a religious, charitable, scientific, or edu-
cational organisation,

s?all be exempt from tax in that other State in respect
Ool—

(i) the remittances from abroad for the pur-
poses of his maintenance, education,
study, research or training;

(ii) the grant, allowance or award; and

(iii) the remuneration from employment in
that other State.

2. A resident of one of the Contracting States who
is temporarily present in the other Contracting State
for a period not exceeding one year, as an employee of,
or under contract with, an enterprise of the former
State or an organisation referred to in subparagraph
(c) of paragraph (1) solely to acquire technical, pro-
fessional or business experience from a person other
than such enterprise or organisation, shall be exempt
from tax in that other State in respect of remuneration
for such period.

3. A resident of one of the Contracting States tem-
porarily present in the other Contracting State under
arrangements with Government of that other State
or any agency. or instrumentality thereof solely for the
purpose of training, study or orientation shall be ex-~
empt from tax in that other State in respect of remune-
ration received- by him on account of such training,
research or study. o e

ARTICLE 22
OTHER INCOME

Items of income of a resident of a Contracting State
which are not expressly mentioned in the foregoing
Articles of this Agreement in respect of which he is
subject to tax in that State shall be taxable only in that
State. =i

ARTICLE 23
ELIMINATION OF DOUBLE TAXATION

1. The laws in . force in either - of the: Contracting
States shall continue to govern the. taxation of income
in the respective Contracting States except - when ex-
press provision to the contrary is made in this Conven-
tion. When income is subject to tax in both Contract-
ing States, relief from double taxation shall be given
J'ixrt _aclcordance with the following paragraphs of this

icle. : ;

2. Subject to the provisions of the law of Pakistan
regarding the allowance as a credit against Pakistan
tax of tax payable. in a territory ou.side Pakisian
(which shall not affect the general principal hereof) Sri
Lanka tax payable under the law of Sri Lanka and in
accordance with this Convention whether directiy or
by deduction, on profits, income or hargeable 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
agains ' any Pakisian teic computed by reference ‘o the
same items of income by reference to which the Sri
Lanka tax is' computed.

Provided that such credit shall not exceed Pakistan
tax (as computed before allowing any such credit),
which is appropriate to the income  derived from
sources within Sri Lanka. : )

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 terrritory outside Sri Lanka
(which shall not affect the general principal hereof)
Pakistan tax payable under the law of Pakistan and in
accordance with the Convention, whether directly or
by deduction, on profits, income or chargeable gains
from sources within Pakistan (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 fax computed by reference
to the same items of income by reference to which the
Sri Lanka tax is computed,

Provided that such credit shall not exceed Sri Lanka
tax (as computed before allowing any such credit),
which is appropriate to the income derived from
sources within Pakistan.

4. For the purposes of allowance as a credit the tax
payable in Sri Lanka or Pakistan, as the context re-
quires, shall be deemed to include the tax which is
otherwise payable in a Contracting State but has been
reduced or waived by that State in pursuance of its
tax incentive programmes.

ARTICLE 24

NON-DISCRIMINATION

1. The nationals of a Contraicting State shall not be
subjected in the other Contracting State to any taxation
or any requirement connected therewith which is other,
higher or more burdensome than the taxation and con-
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nected requirements to which the nationals of that other
State in same circumstances are or may be subjected.

2. 'The enterprises of a Contracting State shall not be
subjected in the other Contracting State, in respect of

profits atttributable to their permanent establishments in -

that other State, to any taxation which is other, higher

or more burdensome than the taxation to which the

enterprises of that other State, are or may be subjected
in respected of the like profits.

3. In this Article the term “taxation” meang taxes
which are the subject of this Convention.

4. Nothing in this Article shall be construed as oblig-
ing either Contracting State to grant to residents of the
other Contracting State, those personal allowances, re-
liefs and reductions for tax purposes which it grants
to its own residents,

ARTICLE 25
MUTUAYL. 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 accor-

dance with' this Convention, he may notwithstanding
the remedijes: provided by the national laws of those.

States, present his case to the competent a_uthonty of
the Contracting State of which he is a resident. The
case must be presented within three years from the ﬁr_s_st
notification of the aclion resulling in taxation not in
accordance with the provisions of this Convention,

2. The competent authority shall endeavour, if the
objection appears to it to be justified and if it is not
itself able to- arrive at an appropriate solution,to resolve
the case by mutual agreement with the competent autho-
rity of the other Contracting State with a view to the
avoidance of taxation not in accordance with the Con-
vention.

3. The competent authorities of the Contracting States
shall ‘endeavour. to resolve by mutual agreemeni any
difficulties or doubts arising as the interpretation or
application of the Convention. They may also _consult
together for the elimination of double taxation in cases
not provided for in. this Convention.

4. The competent authorities of the Contracting States
may communicate with each other directly for the pur-
poses of reaching an agreement in the sense of the pre-
ceding paragraphs,

ARTICLE 26
EXCHANGE OF INFORMATION

1. The competent authorities of the Contracting States
shall exchange such information as is necessary for
:arrying out the provisions of this Convention or of the
lomestic laws of the Contracting States concerning taxes
:overed by this Convention insofar as the taxation there-
der is not contrary to the Convention, as well as to
revent fiscal evasion. The exchange of information is
10t restricted by Article 1. Any information received
)y a Contracting State shall be treated as secret in the
‘ame manner as information obtained under the domes-
ic laws of that State and shall be disclosed only to
rersons or authorities (including courts and administra-
ive bodies) involved in the assessment or collection
f, the enforcement or prosecution in- respect of, or the
letermination of appeals in relation to, the taxes cover-
d by the Convention. Such persons or authorities shall
ise the information only for such purposes. They may
isclose the information in public court proceedings or
n judicial decisons.

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

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

(b) to supply information which is not obtainable
under the laws or in the normal course of the
administration of that or of the other Contract-
ing State ;

(¢) to supply information which would discloge any
trade, - business, ' industrial, commercial, or
professional secret or trade process, or informa-
livn, the disclosure of which would be contrary
to public policy (order public).

AntIcLe 27
'DIPLQMAW(:- AGENTS AND CONSULAR OPIICIALS

Nothing in thig Convention shall affect the fiscal
privileges of diplomatic. agents or consular officials
undér the general rules of international law or under

the provisions of special agreements.
w ARTICLE 28
TERRITORIAL EXTENSION
1. The present Convention may be extended either in

its entirety or with modifications, to any territory for

whose international relations the Government of either
Contracting State is responsible and which impoges
taxes substantially similar in character to thoss which
are. the subject of the present Convention and any
such extension shall take effect from such date and
subject to such: modifications and conditions (including
conditions ‘as to. termination) as ‘may be specified and
agreed to between the . Contracting’ Governments in
.notes to be exchanged for this purpose,

2. The termination in respect of Pakistan or Sri
Lanka of the present Convention under Article 30
shall, unless otherwise expressly agreed to by both
Contracting  Governments, terminate the application of
the present Convention to any territory to which the
Convention has been extended under this Article.

ArTICLE 28
ENTRY INTO FORCE

1. This Convention shall be ratified and the instru-
rélelnts bof ratification shall be exchanged at Islamabad/
olormrbo, :

2. This Convention shall enter into force upon the
exchange of instruments of ratification and its provi-
sions shall have effect in respect of. taxes for any year
of assessment commencing on or after the first day of

January of the calender year in which the present Con- .

vention enters into force,

3. The Convention between the Government of Ceylon
and the Government of Pakistan for the avoidance of
double taxation and the prevention of fiscal evasion
with respect to taxes on income and property, signed
on 19 may 1969, shall terminate and cease to have effect
with the coming into operation of this Convention,

ARrTICLE 30
TERMINATION

This Convention shall continue in effect indefinitely
but either Contracting State may, on or before June 30
in any Calendar year at least 5 years after the year of
the exchange of instruments of ratification, give to the
other Contracting State notice of termination in writing
through diplomatic channels; in such event, thiz Con-
vention shall cease to be effective for any year of
assessment commencing on or after January in the
calendar year next following that in which such notice
is given.
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.of Sri. Lanka and the .
-Republic of Pakistan, having entered into a Conven-
* tion for the avoidance of double taxation and the pre-
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In witness whereof the undersigned duly authorized
thereto have signed this Convention.

Done in duplicate at Colombo the 5th day of October .

1981, in the Sinhala and English languages, both texts
being equally authentic. In the case of divergence of

interpretation the English text shall prevail. -

Sgd. His Excellency MoHAMED WALIULLA
: Kuan KwuarsHar,
For the Goverrment of
. the Islamic Republic of Pakistan.

Sgd. C. CHANMUGAM
For the Government of
the Democratic Socialist
Republic of Sr1 Lanka,

PROTOCOL

The Government of the Democratic Socialist Republic
Government of th: Islamic

vention of fiscal evasion with respect to taxes on

income, have agreed, at the time of signing the said
Convention, that the basis of taxing shipping profils
set out in paragraph 2 of Article 8 shall not be less
favourable than that provided in any Coavention for
the avoidance of double taxation "entered into by Sri
Lanka after the signing of this Convention,

In witness whereof the undersig"ned duly authorized
thereto have signed this Convention.

Done in duplicate at Colombo the 5th day of October -

1981, in the Sinhala and English languages, both texts
being equally authentic. In the case of divergence of
interpretation the English text shall prevail,

Sgd. His Excellency MOHAMED WALIULLA
Kuan KHAISHGI,
For the Government of
the Islamic Republic of Pakistan,

Sgd. C. CHANMUGAM,
For the Government of
the Democratic ‘Socialist
Republic of Sri Lanka,
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