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PART I: SECTION (I) — GENERAL

Government Notifications

THE INLAND REVENUE ACT, No, 28 OF 1979

Notice

IT is hereby notified under Section 82 (1) (b) of the
Inland Revenue Act, No. 28 of 1979, that the Convention
for affording relief from double taxation and for the
prevention of fiscal evasion with respect to taxes on
Income and on Capital entered into between the Gov-
ernment of the Kingdom of Sweden and the Govern-,
ment of the Democratic Sccialist Republic of Sri Lanka
on 23rd February, 1983, and set out in the ‘Schedule
hereto has been approved by Parliament by resolution
passed on 5th Aprii, 1984.

W. M. TILAKARATNA,
Secretary,
Ministry of Finance and ‘Planning.

of Finance and Planning,
16th May, 1984.

SCHEDULE
CONVENTION BETWEEN

THE GOVERNMENT OF THE DEMOCRATIC
REPUBLIC OF SRr LaNka

Ministry
Colombo,

SOCIALIST

AND. THE (GOVERNMENT OF THE Kmgpom -OF%{"_: \

- (77"R THE AVOIDANCE OF DOUBLE TAXATION AND THE
" LVENTION op Fiscar, Evasron

WITH RESPECT TO TAXES
ON INCOME aND ON Carirar

The Government of the Democratic Socialist Republic
Sri Lanka and the Government of the Kingdom of

respect to taxes on income and
as followsg :—

ARTICLE 1
PERSONAL SCOPE

apply to persons who are
the Contracting States,

This Convention shall
residents of one or both of

ARTICLE 2
TAXES COVERED
1. This C_onve_ntion shall apply to taxes on income
and on capital imposed on behalf of each Contracing

of its local authorities, irrespective of the
manner in which they are levied,

“immovable property,

2. There shall be regarded as luxes on Income and

~on capital all taxes imposed on total income on total

wapital, or on elements of income or of capital includ- .-
ing taxes on gains from the alienation of movable._' or
as well as taxes on capital

appreciation.

3. The existing taxes to which this Convention shall
‘apply are— ;

(a) in Sri Lanka;
(i) the income tax; including the income tax
based. on the turnover of enterprises

licensed by the Greater Colombo Econo...

mic Commission; - T

(ii) the wealth tax ;
(hereinafter referred to a3 “Sri Lanka tax 3.

(b) In Sweden: _

(i) the State income tax, including sailors’ tax
and coupon tax ;

(ii) the tax on undistributed profits of com-
panies and the tax on distribution in
connection with reduction of share capital
or the winding-up of a company ; .

(iii) - the tax on public entertainers; -

"(iv) the communal income tax; and

(v) the State capital tax. %
(hereinafter referred to ag « Swedish tax ).

4. This Convention shall also apply to any jdentical
or substantially similar taxes which are imposed after
the date™of signature of thiy Convention in addition to,
or in place of the existing 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.

ARTICLE 3
GENERAL DEFINITIONS

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

(a) the term “Sri Lanka” means the Democratic
Socialist Republic of Sri Lanka, including any
area outside the territoria] seat of Sri Lanka
which in accordance with internationa] law
has been or may hereafter he designated,
under the laws of Srj Lanka coneerning the

1A
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Continental shelf, as an area within which
the rights of Sri Lanka with respect to the
sea bed and subsoil and the natural resources
may be exercised ;

(b) the term “Sweden” means the Kingdom of
Sweden and inciudes and area ou.tslde the
territorial sea of Sweden within which under
the laws of Sweden and in accordance with
international law the rights of Sweden with
respect to the exploration and exploitation ot

the natural resources on the sea bed or in its:

subsoil may be exercised ;

(c) the terms “a Contracting State ” and “ the other
Contracting State ” mean Sri Lanka or Sweden
as the context requires and - when used in a
geographical sense, the territory in which the
tax law of the State concerned is in force ;

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

(e) the term “company” means any body . corpo-
rate or any entity which is treated as a body
corporate for tax purposes;

the terms “enterprise of a Contracting State ’:

4 and “ enterprise gf the other Qontra‘ctlpg State )

mean respectively an enterprise carried on by

a resident of a Contracting State and an

enterprise carried on by a resident of the
other Contracting State; ,

(g) the term “international traffic” means any
transport by a ship or aircraft operated by an
enterprise which has its place of effective
management in a Contracting State, except
when the ship or aircraft is operated solely
between placeg in the other Contracting State ;

(h) the term ‘ nationals” means—

(a) all individuals possessing the nationality
of a Contracting State,

(b) all legal persons, patnerships 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 Sweden, the Minister of
Finance or his authorised representative.

2. As regards the application of this Convention by a
Contracting State any_term nott defined there in shall,
unless the context otherwise requires, have the meaning
which it has under the laws of that Contracting State
reiating to the taxes which are the subject of this
Convention,

ARTICLE 4
FISCAL DOMICILE

1. For the purpcses of this Convention, the term
“resident of a Contracting State” means any person
who. under the law of that State, is liable to tax
therein by reason of his domicile, residence, place of
management or any other criterion of a similar nature.
But this term dces not include any person who is liable
to tax in that State in respect of only of income from
sources in that State or capital situated therein.

2. Where by reason of the provisions of paragraph 1
of this Article an individual is a resident of both Con-
tracting States, then his status shall be determined as
follows : —

(a) he shall be deemed to be a resident of the State
in which he has a permanent home available
to him if he has a permanent home available

to him in both States, he shall be deemed to
be a resident of the State with which his per-
sonal and economic reldtions are «closest
(centre of vital interests) ;

(b) if the State in which he has his centre of vital
interests cannot be determined, or if he has
not a permanent home ‘available to him in
either State, he shall be deemed to be a resi-
d‘gn(ti of the State in which he has an habitual
abode ; .

(¢) if he has an habitual abode in both States or in

neither of them, he shall- be deemed to be a
resident of the State of which he is a national ;

(d) if he is a national of both Statés or of neither
of them, the competent authorities of the Con-
tracting States shall settle the question by
mitual agreement. .

3. Where by reason of the provisions of paragraph 1
of this Article a person other than an indli)vidgal'pis a
resident of both Contracting States, then it shall be
deemed to be a resident of the State in which itg place
of effective management is situated. .

ARTICLE 5

PERMANENT ESTABLISHMENT (

1. For the purposes of this Convention, thé term

“permanent establishment” means a fixed place of.

business in which the business of the enterprise is
wholly or partly carried on. a ' »

2. ’I"he term “ permanent establishment ” shall include
especially— . '

(a) a place of management ;
(b) a branch;
(c) an office;
- (d) a factory ;
(e) ‘a workshop ;

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

(9) an agricultural or farming estate or plantation ; .

(h) a building site or. construction or assembly pro-
Ject which exists for more than six months,

(i) the furnishing of services, including consultency
services, by an enterprise through employees

or other personnel, where activities of that s

nature continue withins the" country. for a
period or periods aggregating more than six
months within any twelve month period.

3. Notwithstanding the preceding provisions of this

Article, the term “permanent establishment” shall be

deemed not to include—

(a) the use of facilities solely for the purpose of:

storage or displaf§ 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
the purpose of storage or display ;

(c) the maintenance of a stock of goods or merchan-
dise belonging to the enterprise solely for the
purpcse of procesging by another enterprise ;

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

medchandise or of collecting information, for

the enterprise ;

(e) the maintenance of a fixed vlace of business
solely for the purpose of carrying on, for the
enterprise, any other activity of a preparatory
or auxiliary character;

’
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ce of a fixed place of business ARTICLE 7

(fJ the maintenan

solely for any combination of activities

mentioned in sub—par,agr.aphs. (@) to (e),
brovided that. thp overall activity of the fixed

iness resulting from this combina-
paratory or auxiliary character.

4. A person acting in a
oL an enterprise of the other Contracting State—other

5. Notwithstanding the breceding . provisions of this
Article, an insurance enter
shail, except i

other than an agent of ‘indeper.)dent
status to whom baragraph 6 of this Article applies.

6. An enterprise of a Contracting State shall not be

leemed to have a bermanent establishment in the other

dntracting State merely because it carries on bugmgss

“ a1 that State through a broker,- genera] commission
agent or any other 1 EE |

where such persons are acting in . ordine ‘
of their business, However when the activities of such

ARTICLE 6
INCOME FROM IMMOVABLE PROPERTY

L. Income derived by a- resident of a Contracting

e from immovable property (including income from

i Jdture or forestry) situated in the other Contracting
Stawe may be taxed in that other State,

2. The term « immovable property * shall have the
i it has under_ the law of the Contracting

State in which the property in question is situated. The
i i rerty accessory to
i equipment used in
agriculture and forestry, rights to which the provisions
law Tespecting landed broperty apply,
usufruct of immovable broperty and rights tc variable
or fixed bayments as consideration for the working of,
or the right to work, mineral deposjts, sources and
other naturaj resources ; ships, boatg and aircraft shall
not be regarded as immovable property.

3. The brovigions ol paragraph 1 of thig Arlicle sbull
apply to income derived from the direct use, letting,
Orouse in any other form of immovable property.

4. The provisions of baragraphs 1 and 3 of this
Article shall also apply to the income fr i
property of an enterprise and to income from rmmovable

oroperty  used for the rerformance of professional
services.

BUSINESS PROFT TS

1. The profits of an enterprise of a 'C_ontracting State
shall be taxable'only in that State unless the enterprise
i business in the other Contracting State
through a Permanent esta'blishment’ situated therein.
If the enterprise carries on business ag aforesaid, the
profits of the enterprise ' i

(a) that bermanent establishmér_lt;

(b) sales in that other State of goods or merchandise
of the same op similar  kind as  those sold

The Provisions of sub-paragraphs (b) and (c)  above
shall not apply if the enterprise DProves-that sych sales
or activities are not  attributaple to- the Permanent
establishment, i

Ar " 3 €re an enterprise of a Contracting State
carries on bus_lness n ‘the othey Cohtracting State
through g3 permanent establishment situated therein

under th
dea‘lmg. wholly independently' ]
h it is a Permanent establishment,

Permanent estabh'shment,
wise than i

f intgrest On money lent
the enterprise or any of its othep offices,

4. Insofar as it has been customary ip i

determine the profits to bg al&tf'ib(l:zotlg(tira;‘?(gm'g
bermanent establishment on the bagjg of an ap};ort'dr‘d
ment of th'e total profitg of the enterprise to its vario ‘;
Parts nothing ip paragraph 2 of this Article shalj o
clude that Contracting State from determinin‘ v
profits to be taxed by such an apportionment ags ¢

be customary, the method of apportionmént s?cﬁ,
however, be such that the result will pe in accorq -
with the bPrincipleg contained jp this Artjcle i

5. No profts shall pe attributeq to
estrabhshmtentt g} r}e)ason of the mere pur?ha?grgr;a?ggf
bermanent estq Ishment of g i %
the entati) good or merchandjge for
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6. For the purposes of the preceding paragraphs of
this Article, the profits to be attributed to the perma-
nent establishment shall be determined by the same
method year by year unless there is good and sufficient
reason to the contrary.

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

ARTICLE 8
SHIPPING AND AIR TSANSPORT

1. Profits derived by an enterprise of a Coniracting
State from the operation of ships or aircraft in inter-
national traffic shall be taxable only in the Contracting
State in which the place of effective management of
the enterprise is situated.

2. Notwithstanding the provisions of paragraph 1 of
this Article, profits derived by an enterprise of a
Contracting State from the operation of ships in inter-
national traffic in the other Contracting State may be
taxed in both Contracting States according to the law
of each Contracting State.

Provided that, for the purposes of the calculation of
the tax on such profits in the cther Contracting State—

(a) such profits shall be deemed to be an amount
not exceeding six per cent of the full amount
received by the enterprise on account of tl’}e
carriage of passengers or freight embarked in
that other State;

(b) the tax chargeable in that other State shall be
reduced by fifty per cent.

3. The provisions of paragraphs 1 and 2 of this
Article shall likewise apply in respect of profits from
the participation in a pool, a joint business or an
international - operating agency ‘of any kind by
enterprises engaged in the operation of ships or air-
craft in international traflic.

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.

5. With respect to profits derived by.the air transport
consortium Séandinavian*"Airlinés System (SAS) the
provisions of paragraph 1 of this Article shall apply,
but only to such part of the profits as corresponds to
the participation held in that consortium by AB
Aerotransport (ABA)_ the Swedish partner of Scandi-
navian Airlines System (SAS).

ARTICLE 9

ASSOCIATED ENTERPRISES
1. Where—

(a) an enterprise of a Contracting State participates
directly or indirectly in the management,
control or capital of an enterprise of the cther
Contracting State; or

(b) the same persons participate directly ov
indirectly in the management, centrol or
capital of an enterprise of a Contracting Stute
and an enterprise of the other Contracting
State ;

and in either case conditions are made or impcsed
between the two enterprises in their commercial or
financial relations which differ from those which would

be made between independent enterprises, then a“"
profits. which would, but for those conditions, ‘h ?,Z
accrued to one of the enterprises, but, by reasoys of
those conditions, have not so accrued, may be incly 3

in the profits of that enterprise and taxed accordin g'f;}

57

2. Where a Contracting State includes in the prgf
of an enterprise of that State—and taxes accordingj
profits on which an enterprise of the other Contrag
State has been charged to tax in that other State
the profits so included are profits which would j
accrued to the enterprise of the first-mentioned S
if the conditions made between the two enterprj
had been those which would have been made bety
independent enterprises then that other State g
make an ‘appropriate adjustment to the amount of the
tax charged -therein on those profits. In determining -
shuch adjustment, due regard shall be had to the other
provisions of this Convention and the competent :
authorities of the Contracting State shall if necessary
concult each-other, ' : 'v

ARTICLE 10
DIVIDENDS

1. Dividends paid by a company which is a resident
of a Contracting State. to a resident of the other:
Contracting State may ‘be taxed in that other State,

2. However, such dividends may 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 if the recipient is the beneficial owner
of the dividends the .tax so sharged shall not exceed
15 per cent of the gross amount of the dividends.

3. The term ‘““dividends” "as used in thia Article
means- income from shares, mining shdres, fcunders’
shares or other rights, not being debt-claims, partici-
pating in profits, as well as income. from other corporate .
rights which is subjected to the same taxation treat-
ment as income from shares by the taxation law of the
State of which 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 vresident of a Contracting State,
carries on business in the other Contracting State of
which the company paying the dividends is a resident,
through a permanent establishment situated therein A
and the holding in- respect.of which the dividends are ( ‘Q’;
paid is effectively connected ~with  such permanent ' .
establishiment. In such case the provisions of Article :
7 shall apply. ~A‘

5. Where a company which is a resident of a
Contracting State derives profits or income from the
other Contracting State, that other State may not
impose dnry tax on the dividends paid by the company,
except insofar 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 situated in that other
State, nor subject the company’s undistributed profits
to a tax on the company’s undistributed profits. even
if the dividends paid or the undistributed profits con-
sist wholly or partly of profits or income arising in such
other State.

6. Notwithstanding the provisions of paragraph 1 of
this Article dividends paid by a company being a
resident of Sri Lanka to a company which is a resident
of Sweden shall be exempt from Swedish tax to the
extent that the dividends would have been exempt
under Swedish law if both companies had been Swedish
companies.
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ARTICLE 11
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, !

2. However, such interest may also be taxed in the
Contracting State in which it arises and according to
the laws’ of that State, but if the recipient is the bene-
ficial owner of the interest the tax so charged shall not
exceed 10 per cent of the 8ross amount of the interest,.

3. Notwithstanding the Provisions of paragraph 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
other Contracting State or local authority
thereof or any agency or instrumenta_lity
(including a fnancia] institution) wholly owned
by that other Contracting State or local
authority thereof.

4. The term “interest” as used in this Article meang

securities, bonds or deben-
%, whether or not secured by mortgage and whether
Joobt carrying ‘a right to participate in profits, -and
de.c-claims ™ of every kind as well as all other income
assimilated ‘to income from money lent by the taxation
the State in which the income arises,

5. The provisions of baragraphs 1 ta 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 Contracting State in which the
interest arises through a bermanent establishment
situated therein and the debt-claim in respect of which
the interest ig paid iS»effectively connected with such
bermanent establishment, In such case, the provisions
of Article 7 shall apply.

6. Interest shall be deemed to arise in a Contracting
State when the bayer is that State itself, a 1local
authority or a resident of that State. Where, however,
the person baying the interest, whether he is a resident
i in a Contracting

conneclion

Government of the

g “here_ by reason of a special relationship between
tht yer and the beneficial owner or between both of
them ang SOme other person, the amount of the
.intergst, having regard to the debt-claim for which it

18 paid, exceeds the amount which wonld have been

ARTICLE 12
ROYALTIES

1. Royglties arising in a Contracting State and paid
to a resident of {he other Contracting State may be
taxed in that other State.

2. However, such royalties may also be taxed in the
Zontracting State in which they arise and according to
he laws of that State but if the recipient is the henoe-
icial owner of the royalty the tax so charged ghall noti
xceed 10 per cent of ihe 8YOss amount of the royalties.

I ez : () OB —E oz §e5Hmazy e eD0t5092 tzyGesocd @48 Bens ©7630. 832)c3-—1984.05.18
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“in paragraph 2-of- Articleé 6 -and “situated

5A

3. The term “royalties ” as used in this Article means
payments of any kind received as a consideration for
the use of, or the right to use, any copyright of literary,
artistic or scientific work ‘including cinematograph
(ilms, or tapes tor television or broadcasting, any
patent, trade mark, design or. plan, secret
formula i the right to

4. The provisiong of ‘paragraphs 1 and 2 of this
Article shall Dot apply if the beneficial owner of the

 through 2 Permanent
establishment situated therein and the right or property
in respect of which the royalties are paid is eifectively
connected with such permanent establishment,
case the provisions of Article 7 shall apply.

5. Royalties shall be deemed to arise in a Contracting
State when the payer is that State itself, a local
authority or a resident of that State, Where, however,
paying the royalties, whether he is g

6. Where, by reason of a special relationship
between the bayer-and the beneficia] ‘owner or between
both of them and Some other person the amount of the

provisions of this Article. shall apply only to the
last-mentioned amount. In such case, the excesg part
of the payments shall Temain taxable according to the

ARTICLE 13
CAPITAL GAINS

1. Gains (jerived by a resident of a Contracting State
from the alienation of imrmovable Property referred to
: in the other
Contracting State may be taxed in that other State.

, (alofie or with the
taxed in that other State.

4. Gains from the alienation of stocks and shareg
of a company may be taxed in the Contracting State
in wihch they have been issued.
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ARTICLE 14
GOVERNMENT SERVICE

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

(b) However, such remuneration shall be taxable
only in the other Contracting - State if the
services are rendered in that other 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,

2. (a) Any person paid by, or out of funds created
by, a Contracting State or a local - authority

thereof to an individual in respect of gervices
rendered to that State or authority shall be

 taxable only in that State. _

(b) However, such pension shall be taxable only in
the other Contracting State if the indivi ual
is a resident of, and a national of, that other
State. : AN

3. The provisions of Articles i5, 16 and 18 shall apply

¥o remuneration and pensions in :respect of servigss
rendered in connection with a business carried on by
a Contracting State or a local authority thereof.

ARTICLE 15

PERSONAL SERVICES

. 1. Subject to the provisions of Articles 14, 16 and 18

profils uvr remuneration from profcgsional” services Or
fom services.as an employee derived by an individual
who is a resident of a Contracting State may be taxed
in the other Contracting State only if such services are
rendered in that other State.

2 Notwithstanding the provisions of paragraph 1 of
this Article remuneration derived by a resident of a
Contracting State in respect of services rendered in
the other Contracting State shall be taxable only in the

first-mentioned State if—

(a) the recipient is present in the other State for
a pericd or periods not exceeding in the aggre-
gate 183 days within any 12 month period, and

(b) the remuneration is paid by, or on behalf of, a
person who is not a resident of the other State,
and fo .

(¢) the remuneration is not borne by a permanent
establishment which such person has in the
other State.

3. Notwithstanding the preceding provisions of this
Article, remuneration derived in respect of an employ-
ment exercised abroad a ship or aircraft operated in
international traffic may be taxed in the Contracting
State in which the place of affective management of
the enterprise is situated. Where a resident of Sweden
derives remuneration in respect of an employment
exercised abroad an aircraft operated in international
traffic by the air consortium Scandinavian Airlines
System (SAS), such remuneration shall be taxable
only in Sweden.

ARTICLE 16
DIRECTOR’S FEES

Directors’ fees and other similar payments derived
by a resident of a Contracting State in his capacity as a

“14 applies) or annuity derived from sources within gy
Contracting State may by taxed in that State. ey

member of the board of directors of é\ company Whi‘ci:x
is a resident of the other Contracting Stale may pe'.
taxed in that other State. :

ARTICLE 17
ARTISTES AND ATHLETES

1. Notwithstanding the provisions of Article 15:
income derived by a resident of a Contracling Siat
as an entertainer, such as a theatre, motion pictiire
radio or. television artiste, or a musician, or as:

athlete, from his personal activities as such exercised
the other Contracting State, may be taxed in th
other State. :

2. Where income in respect of personal activiti
exercised by an entertainer or an athlete in his capa¢
as such accrues not to the entertainer or athlete himgelf
but to another person, that income may, notwithstand:
ing -the provisions of Articles 7 and 15, be taxeqd.in
the Contracting State in which the activities of the
entertainer or athlete are exercised.

ARTICLE 18
PENSIONS AND ANNUITIES
1. Any person (other than a pension to which Article

2. The term *annuity ” means a stated sum payable
periodically at stated times during life or during g -
specified or ascertainable period of time, under an obli-
gation to make the payments in return for adequate
and full cconsideration in money or money’s worth.

ARTICLE 19
- PROFESSORS AND TEACHERS

A. professor or teacher who makes a temporary visit -
to a Contracting State for a perigd not exceeding two. -
years for the purpose of teaching or conducting research
at a university or other establishment for higher edu-
cation, and who is, or immediately before such visit
was, a resident of the other Contracting State shall-
be exempt from. tax in the first-mentioned contracting
state in respect of remuneration for such teaching or
research, provided that he is subject to tax on that
remuneration in the other Contracting State.

ARTICLE 20
STUDENTS

1, Payments which a student or businéss apprentice
who is ‘or was immediately before visiting
a Contracting State a resident of the other Contracting
State and who is present in the first-mentioned State
solely for the purpose of his education or training
receives for the purpose of his maintenance, education
or training shall not be taxed in that State, provided
ts};a;. such- payments arises from sources outside that

ate.

2. In respect of grants, scholarships and remuneration
from employment not covered by paragraph 1 of this
Article a student or business apprentice described in
paragraph 1 of this Article shall in addition, be entitled
during such education or training to the same exemp-
tions, reliefs or reductions in respect of t ilable
to residents of the State ‘whichphe is v?s)i(‘ceiiga.val S

ARTICLE 21
OTHER INCOME

1. Items of income of a resident of a Contracting
State, wherever arising, not dealt with in the foregoing
Articles of this Convention shall be taxable on%v in
that State.
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2. The provisions of paragraph 1 of this Artl.cle shall
not apply to income, other than income from immova-
ble property as defined in paragraph 2 of Article 6, if
the recipient of such income, being a resident of a Con-
tracting State, carries on business in the other Contract-
ing State through a permanent establishment situated
therein and the right or property in respect of which
the income is paid is effectively connected with such
permanent establishment. In such case the provisions
of Article 7 shall apply. ) .

3. Notwithstanding the provisions of paragraphs 1

and 2 of this Article, items of income of a resident.-of
a Contracting State not dealt with in the foregoing

“Articles of this Convention and arising in the other

Contracting State may also be taxed in that other
State.

ARTICLE 22
CAPITAL

1. Capital represented by immovable pro;ierty re-
ferred to in Article 6, owned by a resident of a Con-
tracting State and situated in the other Contracting,

State, may be taxed in that other State. : ‘
2. Capital represented by mowable property forming

( ‘\ﬁnof the business property of a permanent estab-

ent of an enterprise may be taxed in the Con-
s.acting State in which the permanent establishment
is situated. ‘

3. Notwithstanding the provisions of paragraph 2 of
this Artcle, ships and aircraft operated in international
traffic and movable property pertaining to the operation
of such ships and aircraft, shall be taxable only in the
Contracting State in which the place of effective
management of the enterprise is situated.

4, Shares in 4 cowmpany may be laxed i the Cul-
tracting State in which such company is resident, This
provision shall not apply to shares owned by companies,
as long as no tax
shares.

5. Al]l other elements of capital of a resident of a
Contracting State shall be taxable only in that State.

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
nd. eapital in the respective Contracting States except
' 'n express provision to the contrary is made in this
*  .vention. When income or capital is subject to tax
in both Contracting States, relief from double taxation
shall be given in accordance with the following para-

graphs of this Article.

2. In the case of Sri Lanka, Swedish tax payable
in respect of income derived from Sweden or capital
owned in Sweden shall be allowed ag a credit against
Sri Lanka tax payable in respect of that income or
that capital, Where such income is a dividend paid by a
company which is a resident of Sweden to a company
which is a resident of Sri Loanka and which owns not
less than 25 per cent of the voting shares of the company
paying the dividend, that credit shall take into account
Swedish tax payable by the company in respect of its
income out of which the dividend is paid. The credit
shall not, however, exceed that part of the Sri Lanka
tax, as computed before the credit is given, which ig
appropriate to such item of income or capital.

3. Subject to the provisions of paragraph 4 of this
Article and of paragraph 6 of Article 10, where a
resident of Sweden derives income or owns capiatl
which, in accordance with the provisions of thig Con-
vﬁn_tion may be taxed in Sri Lanka, Sweden shall
allow—

‘the existing laws.

is imposed in ‘Sri Lanka . on such’

7A

(i) as a deduction from the tax on the income of
that person, an amount equal to the income tax
paid in Sri Lanka ; ) .

(i) as a deduction from the tax on the capital of
that person, an amount equal to the capital
tax paid in Sri Lanka. :

The deduction in either case shall not, however,
exceed "that part of the income tax or capital tax,
respectively, as computed before the deduction is given;
which is appropriate, as the case ‘may be, to the income
or the capital which may be taxed in Sri Lanka,

- 4. Where a resident of Sweden derives income or
owns capital which, in accordance with the provisions

of this Convention, shall be taxable only in Sri Lanka,

- Sweden may include this income or capital in the

tax or capital tax, respectively, that part of the income
tax or capital tax, respecvtively, that part of the income
tax or capital tax which is appropriate, as the case may.
be, to the income derived from op the capital owned
in Sri Lanka. C

5. For the purposes of paragraph 3 of this Alticle,
where Sri Lanka tax on dividends referred to in-
paragraph 2 of Article 10 or on interest referraq . to in.
Article 11 have been reduced under Sri Lanka' tax.
incentive legislation designed to promote economic
development in Sri Lanka, “effective on the date of-
signature of this Convention or which may be intro-.
duced hereinafter in rhodification of, or in addition to
Sri Lanka tax shall be deemed. to -
have been paid at a rate of 15 per cent in the cage.
of such dividends and at a rate of 10 per cent in the
case-- of such interest. ‘ : '

The provisions of this paragraph shall apply for the.

" first ten years for whirh this Convention 15 ctfcctive,

The competent authorities shall consult each othér in
order té) determine whether such pcriod shall. be
extended. L

ARTICLE 24
NON-DISCRIMINATION

1. Nationals of a Contracting State shall not he
subjected in the other Contracting State to any taxation
or any requirement connected therewith, which is other
or more burdensome than the taxation and connected
requirements to which nationals of that other State ‘in
the same circumstances are or may be subjected. ' Thig
provision shall, notwithstanding the provisions - of

Article 1, also apply to persons who are not residents
vof -one or both of the ~Contracting States: AR BTN e

that other State than the taxation levied on enterprises
of that other State carrying on the same activities, This
provision.shall not be construed as obliging a Contrac-
ting State to grant to residefits of the other Centracting
State any personal allowances, reliefs and reductions
for taxation purposes on account of civil statug or family
responsibilities which it grants to its own residents.

3. Except where the provisions of paragraph 1 of
Article 9, paragraph 7 of Article 11 or paragraph 6 of
Article 12, apply, interest,_royalties and other disburse-

enterprise, be deductible under the same conditions as
if they had been paid to a resident of the first-mention-
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4. Enterprise’ of a Contracting State, the capl‘tal of
which is wholly or partly owned or controlled, directly
or indirectly, by one or more residents of the other
Contracting State, shall not be subjected in the first-
mentioned State to any taxation or any requirement
connected therewith which is other or more burden-
some than the taxation and connected requirements to
which other similar enterprises of the first-mentioned
Statc are or may be subjected. :

5. The provisions of this Article shall, notwithstand-
ing the provisions of Article 2, apply to taxes of every
kind and description. :

ARTICLE 25
MUTUAL AGREEMENT xS_RocEDqRE

1. Where a person considers that the actions of one
or both of the Contracting States result or will result
for him in taxation not in accordance with the pro-
vigions of this Convention, he wmay, irrespective of the
remedies provided by the domestic laws of those States,
present his case to the competent “authority of the
Contracting State of which he is a resident or, if his
case comes under paragraph 1 of Article 24 -to that
of the Contracting State of which he ig- a national,

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 the 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 a satisfactory solution, to resolve
the case by mutual agreement with the competent
authority of the other Contracting State, with a view
to the avoidance of taxation which is not in aeccordance
with the Convention. "Any agreement reached shall be
rmplemented notwithstanding any time-limits in the

domestic laws of the Contracting States.

3. The competent authorities of the Contracting

States shall endeavour to resolve by mutual agreement .

any difficulties or doubts arising as to the interpretation
or application of the Convention. They may also
consull together for the elimination of double taxation
in cases not provided for in the Convention.

4. The competent authorities of the Contracting States
may communicate with each other directly for the
purpose of reaching an agreement in the sense of the
preceding paragraphs. . ) i

ARTICLE 26
EXCHANGE OF INFORMATION

1. The competent authorities of the Contracting
States shall exchange such information as is necessary
for carrying out the provisions of this Convention or
of the domestic laws of the Contracting States concern-
Ing taxes covered by this Convention insofar as the
taxation thereunder is not contrary to the Convention,
in particular for the prevention of fraud or evasion of
such taxes. The exchange of information is not
restricted by Article 1. Any information received by
a Contracting State shall be treated as secret in the
same manner as information obtained .under the
domestic laws of that State and shall be disclosed, only
to persons or authorities (including courts and ad-
ministrative bodies) involved in the assessment  or
collections of, the enforcement or prosecution in respect
of, or the determination of appeals in relation to the
taxes covered by the Convention. Such persons or
authorities shall use the information only for such
purposes. They may disclose the information in public
court proceedings or in judicial decisions.
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2. In no case shall the provisions of paragraph 1 of
this Article be construed so as to impose on a Contrac-

ting State the obligation—

(a) to carry out administrative 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 Contrac-
ting State; ' Py 8

(¢) to supply information which ‘would disclose any
trade, business, industrial, commercial or
professional secret or.trade.process, or informa-
tion, the disclosure of which would be contrary
to public policy (ordre public).

ARTICLE -27
DIPLOMATIC AGENTS A_ND CONSULAR OFFICIALS

Nothing in this. Convention shall affect the fiscal
privileges of diplomatic agents ‘or consular officials
under the general rules of international law or under
the provisions of special agreements. -

ARTICLE 28
‘ENTRY INTO FOR'CE :

1. This Convention shall enter into force on the day
the Governments of the two Contracting States have
notified each other that their constitutional requirements
for the entry into force of this Convention have been
fulfilled and its provisions shall have:effect—

(a) In Sri Lanka:

(i) in respect of income:detived .on or after
1 April in the ' calendar year next
following that in which the Convention
enters into force’; )

(ii)_in respect of capital assessed on or after
1 April in the second calendar year
next following that in which the
Convention enters into force.

(b) In Sweden :

(i) in respect of income derived on or after
1 January .in the- calendar year next
following- that in which the Convention
enters into force; B

(ii) in respect of capital assessed on or after
1 January in the second calendar year
next following that in which the
Convention enters into force.

2. The Cenvéntion betwesn the Government of
Sri Lanka and the Royal Government of Sweden for
the avoidance of double taxation and the prevention of
fiscal evasion with respect to taxes on income, signed
on 18 May, 1957 shall terminate and cease to have
effect as respects taxes on income to which the present
Convention applies in accordance with the provisions
of paragraph 1 of this Article.

ARTICLE 29
TERMINATION

This Convention shall remain in force indefinitely but
either Contracting State may, on or before June 30 in
any calendar year beginning after the expiration of a
period cf five years from the date of its entry into
force  give to the other Contracting State, through
diplomatic channels, written notice of termination.
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In such event, the Convention shall cease to have
effect—

(a) In Sri Lanka:

(i) in respect of income derived on or after
1 April in the calendar year _next
- following - that in which such notice is
given ; '

(ii) in respect of capital assessed on or after
1 -April in the second calendar year
next following that in which such notice
is given.

(b) In Sweden :

(i) in respect of income derived on or after

January in the calendar year next

following that in Wwhich such notice is
given ;

(ii) in respect of capital assessed on or after
1 January in the second calendar year
next following that in which such notice
is given.

In witness thereof the undersigned, duly authorised
thereto, have signed this Convention,

. Done in duplicate at Colombo this 23rd day of
February, 1983, in the Sinhala, Swedish, and Englisk
languages, all texts being equally authentie. In the
case of divergence of interpretation the English text
shall . prevail.

(Sgd.) J. A. R. Ferx, (Sgd.) Jaww TRANAEUS,
for the Government of for the Government of
the Democratic Socialist the Kingdom of
Republic of Sri Lanka. Sweden.
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