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PART 1: SECTION (I)—GENERAL

Government Notifications

THE (NLAND REVENUE ACT, No. 28 OF 1979
Notice

I'T s hereby notified under Scction 82(1) (b) of the
Ialand Devenue Act, No. 28 of 1979, that the Convention
for affording relief from double. taxation and for the
prevention ol fiscal evasion with respect to taxes on in-
come and on wealth entered into between the Goveri-
ment of the Socialist Republic of’ Romania and the
Government of the Democratic Socialist Republic of
Sri Lanka on 19th October, 1984, and set out in the
Schedule hereto has been approved by Parliament by
resolution passed on August 08,.1985. -

(3. CUMARANATUNGA,
Acting - Secretary, )
Ministry of Finance and Plannmns.

Ministry of Finance and Planning,
Colombo 1,
October 07, 1985.

SCHEDULE

CONVENTION BETWEEN
| "ME GOVERNMENT OF THE DEMOCRATIC SOCIALIST
L REPUBLIC OF SRI LANKA AND THE
UVERNMENT OF, THE SOCIALIST REPUBLIC OF
FOR THE EVIDENCE OF DOUBLE TAXATION A
PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME AND ON WEALTH

The Government of the Democratic Socialist Republic
of Sri Lanka and the Government of the Socialist
Republic of Romania, desiring to promote and gtrength-
en the economic relations between the two countr:es on
the basis of respecting the principles of independence
and national sovereignty, equality in rights, reciprocal
advantage and non-interference in domestic matters,
have decided to conclude the Convention for _the
Avoidance of Double Taxation and Prevent'on of Fiscal
Evasion with respect to Taxes on Income and on Wealth,

For this purpose they have agreed upon as

follows :—-
ARTICLE 1

PERSONAL SCOPE

This Convention shall apply ‘to persons who are
vesidents of one or both of the Contracting States.

ARTICLE 2 A
Taxes COVERED -
This Convention shall apply' to taxes on income and
on wealth imposed on bchalf of é;x‘ch Contracting State
irrespective of the manner in which they are levied.

9. There shail be regarded. as- taxes on income and
on wealth all taxes imposed on total income, on total
wealth or on elements of income; or of wealth including
taxes on gains from the alienation of mov'able or im-
movable property, as well as taxes on capital apprecia-

Lion.

3. The existing taxes to which this'(llonvention shall
apply are— ;
(¢) In Sri Lanka:

(i) the income tax, including the income tax
based on the turnover of enterprises
licensed by the Greater Colombo Eco-
nomic Comimission; and

(ii) the wealth tax.'

(hereinafter referred to as ““Sri Lanka tax”.)

(b) In Romania :
(i) tax on incomes derived by individuals and
corporate bodies;
(ii)..tax on the profits of joint companies cons-
tituted  with®» the participation of
Romanian -économiic organisations and
forecign partners :
{iii) tax on income realised from agricultural
activities ;
(hereinafter referred to as “ Romanian tax”.)

4. This Counvention shall also apply to any identical
or substantially simlar taxes which are imposed after
the date of signature of this Convention in addition to,
or in place of, the exist'ng taxes. The competent autho-
rities of the Contracting States shall notify each other
of any important changes which have been made in
their respective taxation laws.
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ARTICLE 3
GENERAL DEFINITIONS

1. In this Convention, unless the context otheiw.se
requires—

(a) the term “Sri Lanka” means the Democratic
Sociaiist Republic of Sri Lanka, mcluding any
arva ourside . tne teiritorial sea of Sri Lanka
 Which in accordance with internaiional law
has been or may hereafter be designated, under
the Jaws ot Si1 Lanka concerning ne Continen-
tal Snelf; as an area within which ine rights of
Sr: Lanka with Yespect to the se« bed and sub-
so.l and the naturai resources may be exercisuua ;

(b) the term “Romania ?, used in a geographical
Sense, means tne territory of the Socialisc Re-
pubm; of Romania, including the territorial sea
and’'the contuienyal shelr. a3 weli as any otaer
area beyond the terri.orial waters of Komia.aa

where Romania exercigses sovereign r.ghts in

accordance wiih tne international .aw and with
its swn law ¢once.ning the exploration and
exploitation of natural, biological and min.rai
resources existing in the ses waters, sea-bed
and: in its sub-goil ;

(c) the terms “a Confraéting State” and “the other

Coatracting State” means Sri Lanka or Roma-
~ma as the context. i equires ;

(d) the . term “person”. inciudes an individual, a
company and any other body of persons .

(e) the term ‘“ Company ”? means anybody corporate,
-neluding g joint-company, which is inco.po-
rated under the Romaman law' or any entty
which' is treated as a body corporate for tax
burposes ;. %

(f) the terms “enterprise of a- Contracting State ”
and “enterprise of thé cther Coniract.ng State”
means espective!y an enterprise carried on
by a'resideat of a Contracting State and an en-
terprise carr ed on by a resident of the other
Contracting State; '

(g) the term: “international traffic” means any
transport by a ship or a-reraft opzrated by an
enterprise which has its place of effective
management in g Contracting  Statc, cxcept
when. the sh p or aircraft is operated solely
between places in the other Coatracting State ;

(h) the term * nationals ”” means :

(1) all ind viduals possessing the citizenship of
a Contracting State ;
(ii) a’l legal persons, parinerships and asso-
ciations der ving their status as such
.f om the laws in. force in & Contracting
State ;

(i) the term ¢ competent authority ” means -

(i) n the case of Sri Lanka, the Commissi-
oner-General of (nland Revenue )

(ii) in the case of Romania, the Minister _of
Finance or his authorized representative.

2. As regards the application of this Convention by
Contracting State any term not defined therein shall,
tless the context otherwise requires have the me-ning
hich it has under the laws of that Contracting State
lating to the taxes which are the subject of this
»nvention.

ARTICLE 4
Fiscar. Domicite

. For the purposes of this Convention the term
asident of a Contracting State” means any person
to under the laws of that State, is liable to tax therem
reason of his domicile, residence, plase of manage-

nt or any other criterion of a similar nature.

- —_—

2. Where by reason of the provisions of paragraph (1)

of this Articie ‘any: individual 1s a résident of bot
Coniracting States, then his status shall be determineq’
as follows ;— : ‘

(a) he shall be deemed to be a

States, he shall be deemed to be a resident of

and ‘econdmic relations are closer (centre of
vital interests) ; - :

(b) if the Contracting State in which he has his
cenire of‘vital-interests cannot be determined,

the Confracting State with which his personat

or if he hes not a permanent home avaliable to .

‘him  ineither: Contracting™ State, he shall be
deemed to"be ‘a resident of the Contracting
Staté in-'which he has*an habitual abode ;

(e) 'if he has'an habitual abode in both Contracting
States orin neither of them, he shall be deemed
to be aresident: of the Contracting State of
which he is a national ;

() if he is a national of. hoth’ Contrartinye States or

: of neilher of them; the competent authorities
of “the " Contracting - States shall settle the
question” by mutual agreement.

3. Where by re:.sen’ of the’ provisions of paragraph
(1) of this Article g persoa other than an individual is
a resident of both Contracting. States, then it shall be
deemed to be a residént:-of the State in which its place

‘of effective management is situated.

.- ARTICLE §
‘ PERMANENT ESTARLISHMENT
1. For the purposes of this Convention, the term

* permanent - estabiishment ? . means a fixed place of
business. -.in which the . business: of the . enterprise 1s

whe.ly or partly: caried on, -’ )
2. The term "peﬁmia;ient.establ_ishment ” shall include

especially—

(1) a place of man_agement 5
(h) a branch; )
(c¢) an office;
(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 construction or assembly project
". which exists. for more than-275 days;
(i) the furnishing- of services;’ including consultancy
services, by an enterprise of a Contracting
State through employces or other perscnnel,
where activities of th:-t nature continmte in the
other Contracting State for a period or periods
aggregating ‘more than 275 days within any
twelveamonth period. P
3. Notwithstanding the preceding provisions of this
Article. the term “ permanent establ shment ” shall be
deemed not to include—

(a) the use of faci]‘itijes solely for the purpose of
storage, disp'ay or occasional delivery of goods
or merchandise belonging to the enterprise .

(b) the maintenance of a stock of goods or mer-
chandise belonging to the enterprise solely for
th~> purpose of storagsz, display or ocecasional
delivery ;

(c) the maintenance of a stock of goods or mer-
chandise bhelonging to the enterprise solely for
the purpose of processing by another enter.
prise ;

: resident of fhe.
Cont_r;_actjing,S_tate,--in which he has a3 permanent’
home" avaiiable’ to him. 1f he has a permanent.
home avaiigble - to " him ‘“in  both Contracting-»
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(d} the maintenance of a fixed place -of - business
solely for the burpose of purchasing goods or
merchandise, or for collecting information for

the enterprise ;

(e) the goods or merchandise belonging to the enter-
prise displayed n the frame of an: occasional
temporary fair or exhibition which are sold
after the’ closing of the sa.d fair . of . exhibi-
tion ; : )

(f) the maintenance of a fixed place ' of business
solely for the purpose of advertising,  for
supply of information, for scientific research or
for similar activities which have a preparatory
or aux.liary character, for the enterprise.

4. Notwithstanding the provisions of paragraphs - (1)

d (2) of this Article, where a person—other than an
agent of an in ependent status to whom' paragraph

- £8) of th's Aricle applies —is acting in a . Contracing
State on behalf of an enterprise of the other ‘Contracting:
State, that enterprise shall :

orise;  unless
the activities of such person are iimited to those méan-
tioned. in' paragraph (3) of this Article which, if’ ex=

h C ?a-ke this fixed place of business a permanent
.. atent. under the provisions of that paragraph.

5..An enterprise of a Contracting State shall not }l})e ‘
the
5 on.
general com-

deemed to have a beérmanent establ shment in
other Contracting State merely because it carries
business in that State through a broker,
mission agent op any other agent of an
status, where such persons are

course of their business. However, when the activitios

independent

aa .agent of an .ndependent siatus within the ‘meaning
of 'this paragraph, if it is shown that the transactions
-between the agent and the enterprise were not made
under arm’s length conditions,

6. The fact that a company wh'ch is a resident of a
‘Contracting State controls or is controlled by a com-
bany 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
& permanent establishment of the other.

ARTICLE 6
(W INCOME ¥ROM IMMOVABLE PROPERTY

the Constracting  Staie
situnted.

L. Income from ‘mmnvable property may be taxed in
1 which such property is

2. The term « ‘mmovable property ” shall have the
meaning which it has under the law of the Contracting
State in which the property in question ‘s situated. The
term shall in any case include property accessory to
immovable property, livestock and equ pment used in
agriculture and forestry, rights to which the pro-
visions of general law respecting landed property apply,
usufruct of immovable property and rights to variable
or fixed payments ag consideration for the working of.
or the right to work, mineval deposits, sources and
other natural resources ; ships, boats and aircraft shall
not be regarded az immovable property.

2. The provisions of paragraph (1) of this Article
shaltl apply to income Qgerived 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 immovab'e
property of an enterprise and tc income from immova-
hle property used for the performance of professional
services,

1. Or acuvities are atiributabie to some
_-other thaa-the permanent

plzce of business, wou'd not - tarough a permanent establisnment situated .

establish- :
" itnat. permanent. establishment the
" might be expected to make if it were a distinet and

acting in the ordmary

considered

‘ment, for amounts received

ARTICLE 7
BusinNkss PRror1ts

L. The profits of an enterprise of a Contracting State
shail pe Laxapie oniy an tnav State uiless the enuLerprisc
caries on buswness in the owner Contracting »tate

_unrough ‘a permanent establisnment Situated therein.

1r we enwerprise carries on pusiness as a'wresaxd', tne
p-onis or the enterprise may pe taxed in . the - other
Olate PUL 001y SO’ miuch of taem as is attribucable to—.
(a) that permanent establishment ; R
(0) sales in that other State of goods or merchandise
Or the same or simuar «ing as  wnose sold
wmrougi wnat periaaneut es,anlisnment ; or
(c) other business activ.ties carried  on ij
vtner Siate of the same or simiiar kind as
tnpgse emfectea thiougn that Permaneny estab-
-lIishment.

The provisions of sub-paragraphs (t) ‘and (c). above
shaii nut apply .f the eaterprise Proves that such, sales
peison’or enuty
establishment,
of

2. Subject to the provisions of paragi‘aph (3)

“this Article where an enterprise of a Contracting State

- State
1. therein,
be atiributed. to
profits. - which it

td.ries .on business i the ocher Coatracting

theve snall .n each Contracting State

separate enterprise
dealing wholly independently with
Which it is a permanent establishment,

3. In the determination of the profits of a permanent

- -estabiishment, there shall be allowed as = deductions
éxpenses which are .ncurred for the purposes of -the
business of the permanent establishment including

executive and general administrat.ve expenses so  in-
curred, whether in the State in which the perrnanent
establishment .s situated or elsewhere, However, no
such deductions shall be allowed in respect of amounts,
if ‘any, paid (otherwise than towards reimbursement of
actual expenses) by the permanent to the head office of
the enterprise ‘or any of its other offices, by way of
royalties, fees or other similar Payments in return for
the use of patents or other rights, or by way of com-’
mission, for specific services performed or for manage-
ment, or, except in the case of a banking enterprise, by
way of interest on moneys lent to the permanent esta-
blishment. Likewise, no account shall be. taken, in the
determination- of the profits of a permanent establish-
i or receivable (otherwise
towards reimbursement of actual expenses),
by the permanent establishment from the head
office of the enterprise or any of its other officeg by way
of royalties, fees or other similar payments in return
for the use of patents or other rights, or by way of
commissien 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 head office
of the enterprise or anv of its other offices.

4. Insofar as it has been customary in a Contracting
State 1o determine the profits to be attributed to a
permanent establishment on the basis .of an apportion-
ment of the total profits 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 shall, however,
be such that the result will be in accordance with the
principles contained in this Article,

9. No  profits chall be attributed to a permanent
cstablishment by reason of the mere purchase by that
permanent establishment of goods or merchandise for
the enterprise,
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6. For the purposes of the preceding paragraphs, the
rofits to be attributed to the permanent establishment

hall be deicrm.ned by ihe same method year by year:
nless there is good and sufficicnt reason to the. ¢con-
- ‘a Contracting State.to a resident of the other Contrac-:

rary. ) 3

7. Where profits include items of income which are

ealth with separately in other Articles of this Conven-
ion, then the provision of those. Articles shall not be
ffected by the provisions of this Article.

ARTICLE 8
SHIPPING AND ATR TRANSPORT

1. Profits derived from the operation of ships or

ircraft in international traffic shall be taxable only in .

1e Contraciing State in whicl: the place of effeclive : ‘proiits, as well as income from other corporate rights.

1anagement is situated. :

2. N.otwith,standmg the provisions of paragraph (1) of
1s. Article profits derived from the operation of ships:
y international traffic may be taxed in the Contracting

tate” in. which such operation is carried on; but the

1% so charged ‘shall not exceed 50 per cenl vl the tux
therwise. imposed by the internal law of that State, -
nd such tax so charged shall not exceed 2 per cent of.
1e entire sum receivable on account of the carrying:’

i

[ passengers, mails, livestock and goods shipped:
wat State. ol

3. The provisions of paragraphs (1) and (3) of }Tﬂs
rticle shall likewise apply in respect of participations:
1 pools, in a joint business or in an international opera-.
ons agency of any kind by enterprise engaged in the. .

seration of ships or aircrft in international traffic.
4. If the place of effective management of a shipping

aterprise is aboard a ship, then .t shall be deemed to -
a situated in the Contracting State in which the home:
. Contracting State, that other State may not impose any’

arbour of the ship is situated, or if there is no such

ome harbour in the Contracting State of which the

serator of the ship s a resident. -
ARTICLE 9
ASSOCIATED EINTERPRISES

1. Where— o

(@) an enterprise of a Contracting State participates

directly or indirectly in the management,
contrel or capital of an enterprise of the other
Coniracting State, or
(b) the same persons participate directly or indirectly
in the management, control or capital of- an
enterpr se of a Contracting State and ‘an
. enterprise of the other Contracting State. .
1d in either case conditions are made or ih
'tween the two enterprises In their-.commercial or
1ancial relations which differ from those which would
s made between independent enterprises, then any
ofits which would, but for those condilions, have
‘crued to one of the enterprises, but by reason of those
mditions, have not so accrued, may be C
e profits of that enterprise and taxed accordingly.
2. Where a Contracting State includes in the profits
an enterprise of that State—and taxes accordingly—
‘ofits on which an enterprise of the other Contracting
.ate has been charged to tax in that other State and
e profits so included are profits which would have
‘crued to the enterprise of the first-rnent’ oned State if
e conditions made between the two enterprises had
:en those which would have been made between inde-
mdent enterprises, then that other State shall make an
)propriate adjustment to the amount of the tax charg-
| therein on those profits. In determining such adjust-
ent, due regard shall be had to the other provisions
the Convention and the competent authorit'es of the
mtracting States shall, if necessary, consult each

her.

~Article. shall not appl )
" dividends, being a resident of a‘Contracting State carries . .
on buginess in the other Contracting State of which the = . -
- company paying the dividends is a resident, through a

imposed -

‘ncluded in-

ARTICLE 10
DivibENDS

‘1. Dividends paid by a cbmpany which is.a resident of

ting State may be taxed jn that other State,

. 2. However, such dividends inay also be taxed in the
Contracting State of which the company . paying the
dividends is a resident and according to the laws .of
that ‘State; but the tax so charged shall not exceéd 12 1/2
. per-cent of the gross amount of the dividends. i

3. The term “dividends ” as used In thls Article means
income ‘from shares, mining shares, founders shares or.
other rights, not being debt-claims, patticipating in

"whiclh: is subjected tu lthe same taxation treatment as :°

- income from ghares by the taxzation law of the Stale ol
“which the company making the distribution is a residerit.

in this context, the profits distributed by Romanian jomnt -
~c¢ompanies to the capital subscribers are assimilated to.:

3

 divideénds.

,‘.'4'.;'i"hve prov_sions of paragraphs (1) and (2) of tkﬁs
if the beneficial owner of the

permanent establishment situated therein or performs
in that other State independent personal services from a
fixed: base situated therein and the holding

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 a company which is a resident of a Con-
:tractinig State derives profits or income from the other: :

“tax on the dividends paid by the company, except inso=
far 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 establ shment or a fixed base situated in that -

- otheér. State, nor subject the company’s undistributed

profits to a tax on the company’s undistributed profits,
even if the dividends Jpa d ur the undistributed profits
consist wholly: or partly of proflts or income arising in
such other State.
ARTICLE 11
INTEREST

.1..Interest arising n a Contracting State_and paid to -
a resident.of that other Contracting State may be taxed .
in-that other State.

_2.-I-I‘bwcver, such interest may also be taxed in the
Contracting State in which it arises and according to
the laws of that State, but if the recipient is the bene-
ficial gwner o*she interest the tax s¢ charged shall not
exceed 10 per cent of the gross amount of the interest.

3. Notwithstanding the provisions of paragraph (2) of
_this Article, interest in a Contracting State shall be

exempt from tax in that State if—

(@) the payer of the interest is that Contracting State
or a local authority thereof ; or

(b) the interest is paid to the other Contracting
State or a local authority thereof or any agency
or instrumentality (including a financial
institution) wholly owned by that other Con-
tracting State or local authority thereof; or

{¢) the interest is paid-—

‘n the case of Romania to the National Bank
of the Socialist Republic of Romania or
to the Romanian Bank for Foreign Trade,

in the case of Sri Lanka to the Centra] Bank of
Ceylon or

y in res~ - -
“.pect of which the dividends are paid is effectively
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(d) the interest is paid to any other agency or ins-
trumentality (including a financial institution)
In relat on to loans made in application of an
agreement concluded between the Govﬁex_'nmen-.
of the Contracting States. d ;

4. The term * interest” as used in this Article means

income from Government securties, bonds or debentures, .

whether or not secured by morxtgage and whether or
not carrying a right to participate in profits, anrlldebf-
claims of every kind as well as all ¢ther income. assi-
milated to income from money lent by the taxation law
of that State in which the income arises. .

5. The provisions of paragraphs (1), (2) and (8) 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 Contracting State in
which the interest arises through' a permanent establish-
ment situated therein, orperforms in that other ‘State
independent personal services from a tixed base situated
therein and the debt-claimi ‘in respect of which = the
interest 1s paid is effectively eonnected with such per-
manent establishment or fixed basc. 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

wve territorial unit, a local-authority or a resident
“cthat State. Where, however; the .person paying the
interesi, whether he js a'resident. of a Confracting State
or not, has in a Contrdacling State & permanent
establishment ov 2 fixed base n connection with which
the indebtedness on which the interesst is . paid was
incurred, and such interest is borne by such permanent
establ shment or fixed base, then such interest shall
be deerned to arise in the Contracting State in which
the permanent establishment or fixed base is situated.

~-te when the payer is that State itself, an adminis-
G

7. Where, by reason of a special relationship between
4iz2 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 amount which would have been agreed upon
by the payer and the beneficial owner in the absence
of such relationship, the provisions of this Article shall
apply cnly to the last-mentioned amount. In such case,
the excess part of the payments shall reman taxable
according to tha law of each Contracting State, due
regard being had to the other provisions of this Conven-
tion.

ARTICLE 12

CoMMISSION R
(o Commission ar sing in a Contracting State and paid
& resident of the other Contracting State mayv be tax-
ed in that other State.

2. However, such commission may be taxed in the
Contracling State n which it arises, and according to
the law of that State, but the tax so charged shall not
exceed 10 per cent of the amount of the commission.
In determining the amount liable to tax, no deduction

shall be allowed for expenses incurred in carn.ng such
commission

3. The term “cominission ™ as tsed in this Articie
means a payment made to  a broker. a general com-
m ssion agent or {o any other person assimilated to
such a broker or sgent by the taxation law of the
Contracting State 1 which such payment arises.

4. The provisicns of paragraphs (1) and (2) shall
not apply if the recipient of the comm ssion, being a
vesident of a Contracting State, has in the other Con-
iracting State in which the commission ar ses a per-
marnent establishment with wh ch the activity giving
rise to the commission is effect.vely connected. Tn such
a case, the provisiens of Arvtlcle 7 shall apply.

cs.ablishinen?, then -such commission

~ graph films, or tapes for té‘]'evision-'orn broa

5. Commission shall be deemed to arise in a . Con-
tracting State when the payer is that State itself, an
administrative territorial unit, a' local authority or a
resident ci ihat State.. Where, however, the ~person
paying the commission. whether a resident of a' Con-
recting State or not; has .n.a Contracting State a per-
msneat cstabillshment in connéction ‘with which .- the
ies for which the payment s made. was incurred’
wh commission’ .is borne by - such  permanent
lish _ ¢ shall . be deemed
to arise in the Contracting State in which the permanent
establishment is situated, : ‘

n.

~ ARTICLE 13
ROYALTIES

L. Royalties arising in a Contracting State and pai
to a resident 6f the other ContractinggState ?rtxlgy pabg
taxed in that other State. e

2. However, such Royalties may also be taxed in the
Coniracting State.in which they arise and according to
the laws of that State; but if the recipient s the bene-
fizinl owner of the royalties ‘the tax so charged: shall
not ix‘ceed 10 per cent of the gross amount. of the
royalties. as gl /

3. The term “royalties” as used - in this Article
means payments of any kind received as consideration
for the use of, or the right. to use, any. copyright of
literary arbistic' or scientific work includif-‘ cinemato-

) casting any
patent, trade mark, design or model, plan, secret:
mula or process, or for the usc of, or the right to use,
indusivial, commercial, or sc.entific equipment,. or for
infermation concerning industrial, commercial or scien-
tific experience. : s N ot

for-

1. ‘Ine prov.sions of paragraphs: (1) and (2) of  this
Article, shall not upply if the benefic.al owner of the
royalties, being a resident . of a , Contracting State,
carries ou busness in the other Contracting State  in
which the royalties arise, through a permanent estab-
lishment situated therein, or performs in that other
Staie ndependent personal services from a fixed base
sifuated therein, and the right or property in Tespect
of which the royalties are paid ds - eff :ctively 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. ' ’

3. Where, by resson of a special relationship between
the payer and the beneficial owner or between both of
them and some other person, the amount ‘of the
royalites paid, hav.ng regard to use, right or infor-

‘mation for which they are paid exceeds the amount

which would have been agreed upon by the payer and
the beneficial owner in the absence of such relation-
ship, the provisions of this Article shall apply only to
the last-mentioned amount. In such case, the excess
part of the payments shall reman taxable according
to the law of each Contracting State, due regard being
had to the other p‘rovisioni’ of this Convention.

ARTICLE 14
CaPiTAL, GAINS

I. Gains derived by a resdent. of a Contracting
State from thce alienation of immovable property re-~
terred to in Article 6 and situated in the other Contac-
ling State may be taxed in that other State.

2. Gains from the alienation of movable property
forming part of the business property of a permanent
establishimient which an  enterprise of a Contracting
State his in the other Contracting State including such
ga ns from the alienation of such a permanent estab-
lishment, (along or with the whole enterprise), may
be taxed in that other State.

3. Gaine fromn the alienation of ships or  aireraft
opesated 1n international traffic or movable property
pertaining to the operation of such ships or aircraft
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hall be taxable only in the Contracting  State  in
vhich the place of effective management of the enter-
yrise is situated. .

4. Gains derived within a fiscal year from the alien-
tion of stocks and shares wh,ch - represent over 25
jer cent of the issued shaie eapital of a company may:
/o taxed in the Contracting State in which the stocks
nd shares have been :Ssued. ] Pt 8

5. Gains from the alienation of any property ~other
han that referred to in paragraphs (1) to (4) of this
\rticle, shall be taxable only in the Contract-ng State
f which the alienator is a resident. .

6. The term. ““alienation” means the sale, exchange,
ranster, or relinquishment. of ‘the pioperty ~ or _ the
stinguishment of ‘any rights-therein, or the compulsory
cqu sition therepf under any law in force in the res-
ective Contracting States. - ot

ARTICLE 15
INDEPENDENT PERSONAL SERVICES

1. Income derived by a residbnﬁ-éf'a Contracting

tate in respect of professional ~services ~or other
ctivities of independent character . shall be _taxable
circums-

nly in that State except in the . following :
ances, when such income may also’ bentaxed -In the
" ther Contracting State—. o b S ey v

(a) if he hag a fixed base regularly available to him

in the other Contracting State for the purpose .

of performing his activites ; in’ that case, only
so much of the income: ds :is attributable to
that fixed base may be taxed in that other
Cuutracting State ; or 2 )
(b) if his stay in the other Coontracting State is_for
a period or periods amounting fo or exceeding
in the aggregate 183 daysin any twelve month
period; in that case ‘only. 'so’ much of the
income as _ ¢
perfarmed in that other State may be taxed in

that State.
2. The term * professional services

1ly independent scientific, literary, artistic, ‘educa.ional
r teaching activities as well as the independent activi-

es of physicians, lawwyers, engineers, architects.
entists and accountants, Gy
ARTICLE 16

DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articles 17, 18 and
9, salaries, wages and other similar remuneration
ierived by.a resident of a
f an employment S

. inless the employment is exercised in the other Con-

racting State. If the employment is so exercised, such
emuneration as is derived therefrom may be taxed
n that other Contracting State. =

9. Notwithstanding the provisions of paragraph (1)
£ this Article, remuneration derived by a resident of

Contracting State in respect of an employment
wercised in the o‘her Contracting State shall  be
axable only in the first mentioned State if—

(¢) the receipient is

gate 183 days within any fiscal year ; and

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

(¢) the remuneration is nol borne by a permanent
ostablishment or a fixed hase wh'ch the
emplover has in the other State,

3. Notwithstanding the preceding provisions of this
(rticle, remuneration in respect of an emplovment
xercised aboard a ship or aircraft in international
~affic, may be taxed only in the Contracting State
1+ which the place of effective management of the

nterprise is situated.

is derived. from. his activities.

» includes especi-.

Contracting State in respect.
hall be -taxable only in that -State

present in the other State for.
a period or perlods not exceding in the aggre- .

 ARTICLE 17
DIRECTORS FEES

1. Directors’ fees and other similar payments derived
by a resident of a Contracting State:.n his capacity as a
member of the board of d rectors of a company which

is a resident of the other Contracting State . may  be
" taxed in that other .State. L W e '

2. Salaries, wages ‘and. other similar remineration

‘derived by a resident of a Contracting State - in his

capacity as an official in- a top-level ‘managerial position
of a company which is _a.r'esident-of: the other Contract-
ing Srate may be laxed in that other State.

ARTICLE 18
ARTISTES AND ATHLETES

1. Notwithstanding the provisions of Articles 15 and
16, income derived by publi¢ " entéertainers’ - (such. as
theatre, motion picture, radio or television artistes and
musicians) or athletes, from their personal. activities
as such may be taxed .n the ' Contracting. State in
which ihese activities are exercigsed. - . - 5

2. Income derived from such  activities . performed
within the framework of cultural agreements concluded
between the Contracting = States, are : reciprocally
exempted from taxes. NG R A e LY !

3. Where income in respect: of - personal- activities
exercised by an entertainer or an-athlete . his capacity
as such accrues noi to the entertainer or athlete him-
self but to another person, that ' income may, notwith-
standing the provisions of Articles 7,15 and 16, be taxed
ir the Contracting State. in whieh the activities of the
entertainer or athlete are exercised. .- o :

ARTICLE 19"
GOVERNMENT SERVICE :
(a) Remuneration, other than:a. pension; paid by a

Contracting State to an individual.in respect of serv ces.

rendered to that Contracting State shall be taxable only
in that State. . i e e e e

(b) 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— R o

(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.

2. Any p‘ension paid by, or out of funds created by
a Contracting State to an individuai in respect, .of ser-

vices rendered to that State shall be taxable only in °

that State.

3. The provisions of Articles 16, 17 and 20 shall app'y
to remuneration and pensions in respect of _services
rendered in conneet.on with a business carried on by a

Contracting State.

4. For the purposes of this.Awticle, the . term “Con-
tracting State ” shall include a local authority of either
Contracting State, the Central Bank of Ceylon and the
National Bank of the Soc.alist Republic of Romania.

ARTICLE 20
Non-GOVERNMENT PENSION AND ANNUTITIES

1. Anv vension (other than a pension referred to in
Article 19) or annuity derived by a resident of a
Contracting State from sources within the other
Contracting State may be taxed only in that State.

9 The term * pension” means a perlodic payment
made in consideration of services rendered in the past
or by way of compensation for injuries recefved in
the course of performance of services.



¥ I o006 : (I) edgu—G Com Yehmstgm wDwsDil smdded g8 Boaw 0ikd vyw—1985.10.15
Par T Sro. (I)-GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA-1985.10.16

7A

3. The term “annuity” means a stated sum’_payable
periodically at stated times, 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 money's worth.

ARTICLE 21
PRO¥FESSORS AND TEACHERS

A professor or teacher who mal}:es a temporary
visit to a Contracting State for a period not exceeding
two years for the purpose of teaching or ecnducting
refearch at a uniyersily, college, school or other edu-
cational institution, and who is, or immediateiy before
such visit was, a resident of the other Contracting State

shall be exempt from tax in the first-mentioned Con- "

tracting State in respect of remuneration for s_u_ch

teaching or research.

ARTICLE 22

STUDENTS, APPRENTICES AND PERSONS
SENT FOR SPECIALIZATION

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

or school in that other State; or
(b) as a business apprentice ; or i :
{e) as the vecipient of a grant, allowance or award
~for the primary purpose of study or research
from a religious, charitable, scientific, or
.educational organization ; &

shall be exempt from tax in that other State for a
period of six years in respect of— o
(i) the remittance from abroad for the purposes of!
his maintenance, - education, study ; research
~or training ;
(ii) the grant, allowance or award ; and
(iii) any remuneration from abroad.

2. The same exemption shall apply tc income
derived by ‘the above mentioned individual from ant
employment which he excrcises in the first mentioned
Contracting. State in order to supplement his means for
maintenance, education, trzining and other expenses
for specialization, for a period limited to two years
from his arrival in that first Contracting State. '

3. A resident of one of the Contracting State present
. in the other Contracting State under arrangements’
- .willt the Gouvernment of that other State or anv agency
 instrumentality thefeof solely for the purpose of

4ining. study or orientation shall be exempt from tax
for a period not exceeding two years in that other
State in respect of rerauneration received by him on
account of such training, research or study.

ARTICLE 23
OTHER INCOME

Items of income of a resident of a Contracting State
which are not cxpressly mentioned in the foregoing
Articles of this Conven*ion in respect of which he is
subject to tax in that State shall be taxable only in
that State.

ARTICLE 24
WEALTH

I. Welth represented by immovahle proparty referred
‘ioin paragranh (20 of Article G mav be tuaxed in the
Contracting State in which such property is situated.

2. Wealth represented by movable preperty forming
pert of the business properfs of a permanent cctab-
fishment of a ecaterprise mav he taxed in the Con.
fracting State i which the parmanent egtablishment
s situated.

(a) as a student at a recognized university, college

3. Notwithstanding the provisions of paragraph (2)
of this Article, ships and aircraft operated in interna-
tional traffic and movable prcperty pertaining to the
operation of such ships and aircraft, shall be taxable
only in the' Contracting State in which the placé of
effective management of the enterprise is situated.

4, All other elements of wealth of a resident of a
Contracting- State shall be taxable only in that State.

R ARTICLE 25
ELIMINATION OF DOUBLE TAXATION

1. The laws in force in either of the Contracting
Stiates shall continuc to govern the taxation of income
and wealth - in- the respective States except when
express provision to the contrary is made in this
Convention. When income or wealth is subject to tax
in . both Contracting States reiief from double taxation

~ shall be given " in accordance with the provisions . of

the following paragraph of this Article..

2. Subject to .the provisions of the law of Srl 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)
Romanian tax payable under the law of Romania and
in accordance with- the Convention, whether directly
cr- by deduction, on profits, income or chargeable gains,
from- sources- within Romaina (excluding in the case
of a dividend, tax payable in respect of the profits out

~ of which the dividend is paid) or wealth in Romania

shall be allowed as a credit against any Sri Lanka tax
computed by reference to the same items of income or
wedlth by reference ' to which the Sri ILanka tax is
computed. . .

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

Romania or to wealth in Romania.
3. In the case of Romania, Sri Lanka tax paid by a

" Romanian resident on in-ome which, in accordanée

with the provisions of this Convention, may be taxed in
Sri Lanka ‘shall be deducted from the Romanian tax
payable under Romanian tax law. k

Profits paid by the Romanian State enterprises to the

© State budget shall be deemed to be Romanian tax.

4. For the purposes of allowance as a credit the tax
vavable in Sri Lanka or Romania. as the context re-
quires, shall he deemed to include the tax which is
otherwise payable in a Contracting State but has been
reduced or waived by that State under its legal provis-

ong for tax incentives,

5. For the purpcses of this Article, profits, income or
gains of a resident cf a Contracting State which are
taxed in the other Contracting State in accordance
with this Convention shall be deemed to arise from
sources in that other State.

i ARTECLE 26
NON-DISCRIMINATION

L. The nationals of a Contracting State shall not be
subjected in the other Contracting State to anv taxa-
tirm or anv requirement covnscted therew'th which is
other, higher or more hurdensore than the taxation
and cnnnected requirements to which the nationals of
that other State in same circumstances are or may be
subjected.

2. The enterprizas of o Contra~ting State shall not
ha suhiected in the other Contracting State, in respect
of vrofits attributehie fo their parmanent es*tablish-
meants in that other S*ate to anv taxation which is
~ther. higher or mare hirdengemra than the taxationi
to swhi~h the enterorises of that ather 8State, are or may
be subjected in respect of the like profits.

3. Tn thic Article the ‘arm “tavation
which are the subisrt ofthis Canventinn,

means tsxes
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4. Nothing in this Article shall be construed as

obliging either Contracting State to grant to residents
of the other Contratcting State, those personal allowa-

nces, reliefs and reductions for tax purposes which it
grants to its own residents. i

ARTI CLE 27
MUTUAL -AGREEMENT PROCEDURE

1.. Where a resident of a Contracting State considers
that the actionis of one or both of the Contracting
States result or will result for him in taxation not in
accordance with this Convention, he may notwithstand-
ing the remedies provided by the national laws.of those

States, present his case to the competent authotity.of -
the Contracting  State of which he is a resident.:The .

case must. be presented within three years from the

first: notification of the action resulting in taxation -not .
in‘accordance with the provisions of this Convention. .-

2 '-i‘he competent authority shall endeavour, 1fthe :
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 agréement with the competent author-
ity of the other Contracting State with a view to the
avoidance - of taxation not
Convention.

3. The competent authorities of the Contracting

States. shall . endeavour to resolve by mutual. agree- °

ment anydifficulties or doubts arising as tc the inter-

pretation 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 purposes of reaching an agreement in the sense of
the preceding paragraphs. '

ARTICLE 28
8 'EX(;HANGE OF INFORMATION

1. The. competent authorities of the Contraciing
State shall ‘exchange such information as is necessary
for carrying out the provisions of this Convention ort
of the domestic laws of the Contracting States con-
cerning - taxes covered by this Convention insofar as:
the taxation thereunder is not contrary to the Con-
vention, as well as to prevent fiscal evasion. The ex-
change of information is not restricted by Article 1.
Any information recevied by a Contracting State shall
be treated as secret in the same manner as informa-
tion obtained under the domestic laws of that State
and shall be disclcsed only to persons or authorities
€including: courts and administrative bodies) involver!
in the assessment or collection of, the enforcement or
prosecution in respect of, or the determination of
appeg’ls in relation to, the taxes covered bv the Con-
vention. Such persons or authorities shall use  the
information only for such purposes. They may dis-
close the information in public court proceedings or
in judicial decisions.

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 administrative measures at
variance with the laws and administrative
g,l;:;:tlce of that or of the other Contracting
State ;

in accordance with ‘the"
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(by to supply information which is not obtainable
under the.laws or in the normal course of
the administration of that or of the other
Contracting State; i

(¢) to supply information which would disclose any
trade, business, industrial, commercial or-. pro-
fessional - secret, or trade process, or’ informa-
tion, the disolosure of which would. be  con

* trary- to. public policy (order public). '

" ARTICLE 29 -
DipLomAaTIC.- AGENTS AND CONSULAR OFFICIALS

Nothing " in this Convention shall affect the fiscal -
privileges of -diplomatic agents or consular officials
under ‘the. general riles of internatiopal law or under
the 'provisions of spesial agreements. e

ARTICLE 30
ENTRY INTO FORCE

1 This Convention shall be ratified and the instru-
mernts of ratification® shall be exchanged at Colombo.

2. This Convention’ shall enter into force upon the
exchange of instruments of ratification and its provi-
siong shall have effect in:respect of taxes for any year
of assessment -commencing on or after the first day of-
Juniary of the caléndar  year in which the present
~Convention enters into force. ’

ARTICLE 31
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 termi-
atalion B, weiting through diplomatic channels, In
such'beven‘t, this -Cdnvention shall cease to be effective
for any year of assessment commencing on or after
the first day of January in the calendar year next
fcllowing that tn “which such notice is given. '

In witness whereof the undersigned duly authorized
thereto. have signed this Convention.

Done .in duplicate at Bucharest this 19th day of. °
October, 1984, in the Sinhalz, Romanian and English
lanzuages, all texts being equally authentic. In the
case of divergence of interpretation, the English text
shall prevail. '

M. H. M. Nana Marikar. D, L. GHEORCHE BREHUESCU,
for the Government of the for the Government of the
Democratic Socialist Socialist Republic of

Republic of Sri Lanka. Romania.
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