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PART I: SECTION (I)—GENERAL
Government Notlﬁcatlons |

THE INLAND REVENUE ACT N’o 28 OF 1979
Notlce

IT is hereby notified under Section: 82(1) (b) of the Inland Revenue. Acf, ’

No. 28 of 1979 that the Convention for affording relief from double taxatmn ' o
and for the prevention of fiscal evasion with respect to| taxes on income,

entered into on 14th December, 1988, between the Government of the

Kingdom of Thailand and Govemment of the Democratic Socialist Re--

public of Sri- Lanka and set out in the Schedule hereto has been approved ;

by Parliament by resolution passed on 05 07.1989. .

R. PaskarRALINGAM,
Secretary,
Ministry of Finance.

2nd August, 1989.

Ministry of Finance,

Colombo 1.

CONVENTION BETWEEN THE GOVERNMENT OF THE DEMOCRATIC

SOCIALIST REPUBL] ANKA AND THE GOVERNMENT OF

THE KINGDOM OF' 7I'OR THE AVOIDANCE OF DOUBLE
TAXA' I‘ION AND 'REVENTION OF FISCAL EVASION WITH

RESPECT TO TAXES ON INCOME

THE CGovernment of the Democratic Socmhst Republic of Sri Lanka and
the Government of the Kingdorm. of Thailond, desiring to conclude a Con-
vention for the avoidance of double taxation and the prevention of fiscal
evasion with respect to taxes on income have agreed as follows:-

Article 1
Personal Scope

THIS Convention shall apply to persons who are residents of one or both
of the Contracting States.
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Article 2
Taxes Covered

1. * This Convention shall apply to taxes on income imposed‘ on behalf of
each Contracting State, or of its local authorities irrespective of the manner
in which they are levied. _ ' ' o

2. There shall be regarded as taxes on income all taxes imposed on total
income, or on elements of income, including taxes on gains from the alie-
nation_of movable or immovable property, as well as taxes on capital
appreciation, ‘

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

(a) In Sri Lanka— _ :

. the income tax, including the income tax hased on: the turnover SR R 1
of enterprises- licensed by the Greater Colomibo Economic Coin. - Ty
mission, A ' ‘ o

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

¥

(b) in Thailand— .
(i) the income tax ; and 4 <l
(ii). the petroleum income tax, ‘ ‘ -3 .' g (

' (hereinafter referred to as “Sri Lanka tax”); . '
4. . This Convention shall also apply to any identical or substantially

e

similar taxes on income which are imposed after the date of signature of i
this Convention in addition to, or in place of, the existing taxes. The com- 4
petent authorities of the Contracting Sates shall nolify each other of any i
important changes which have been made in their respective taxation laws. i
Article'3 _ H

General Definitions = - o

. 4

| ;

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 territorial sea of Sri
‘Lanka which in accordance with international law has been or
may hercafter be designated, under the laws of Sri Lanka. con-
cerning the Continental Shelf, as an area within, which the rights
of Sri Lanka with respect to the waters, sea bed and subsoil and:
the natural resources may be exercised ; ;>

(b) the term “ Thailand ” means the Kingdom of Thailand and includes =~ ( ’
any area adjacent to the territorial waters of the Kingdom of ' >
Thailand which by Thai legislation, and in accordance with inter- .
national law, has been or may hereafter be designated as an area
within which the rights of the Kingdom of Thailand with res-
pect to the sea bed and subsoil and their natural resources may
be exercised ; ‘

(¢) the terms “a Contracting State” and “the othef Cohtracting.
State ” mean Sri Lanka or Thailand as the context requires ;

(d) the term “person’ includes an individual, an estate, a company-
and any other body of persons which is treated as an entitv for

tax purposes;
(e) the term “company ” means any body corporate or. any entity '
which is treated as a body corporate for tax purposes ;
(f) the terms ‘‘enterprise of a Contracting State” and * entérprise of
the other Contracting State” mean respectively an enterprise

carried on by a resident of a Contracting State and an enter-
prise carried on by a resident of the other Contracting State ;

() the term “ international traffic ” means any transport by a ship or
aircraft operated by an enterprise of a Contracting State, except
where the ship or aircraft is operated solely between places in

the other Contracting State ;

P
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(h) the term “nationals” means :
(i) all individuals possessing the nationality of a Contracting

State ; g
(ii) all lgggl persons, partnerships, associations and any other
entities 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 Thailand, the Minister of Finance or his

authorised representative ; v

(j) the term “tax” means Sri Lanka tax or Thai tax, as the context

Lrequires. L _

2. As regards the application of this Convention by a Contracting State

any term not defined therein shall, unless the context otherwise requires,

have the meaning which it has under the laws of that Contracting State
relating to the laxes which are the subject of this Convention, =

‘Article 4
Resident

1. TFor the purposes of this Convention, the term “resident of a Con-
tracting State” means any person who, under the laws of that State, is
liable to tax therein by reason of his domicile, residence, place of incor-
poration. place of management or any other criterian of a similar nature.

2% Whereby reason of the provisions of paragraph 1 of this Article any
individual is a resident of both Contracting States, then his status shall he

determined as follows :

(a} he shall be deemed to be a resident of the Contracting Hstate in
which he has a permanent home available to him. If he has a
permanent home available to him in both Contracting States,
he shall be deemed lo be a resident of the Contracting State with
which his personal and economic relations are closer (centre of
vital interests) ;

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

(¢) if he has an habitual abode in both Contracting States or in
neither of them, he shall be deemed to be a resident of the

Contracting State of which he is a national ;

(d) if he is a national of both Contracting States or of neither of them,
the competent authorities of the Contracting States shall seitle

the question by mutual agreement.

3. Where by reason of the provisions of paragraph 1 of this Article a
person other than an individual is a resident of both Contracting States,
then the competent authorities of the Contracting States shall settle the

question by mutual agreement.
Article 5
Permanent Establishment

L. For the purposes of this Convention, the term *“permanent establish-
ment ” means a fixed place of business through which the business of an

enterprise is wholly or partly carried on.
2. The term “ permanent establishment” shall include especially : -
(a) a place of management ; -
(LY a branch ; ’ :
A —D 005725 PHREN
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(¢) an office ; T

(d) a factory; 0

(c) a workshop ; and

(f) a mine, an oil or gas well,
natural resources.

3. The term ¢ permanent establishment” likewise encompasses :

(a) a building site, a construction, assembly or installation project,

but only where such site, project or activities continue for a

period of more than 183 days;
(b) the furnishing of services, including consultancy services,
-~ by an enterprise through. employees or other personnel

engaged by the enterprise for such purpose, but only where

activities of that nature continue (for-the same or a connected
project) within the country for a period or periods aggregating

more than 183 days within any 12 months period.

4. Notwithstanding the preceding prdvx"sions 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 display
of goods or merchandise belonging to the enterprise ;

(b) the maintenance of a stock of gonds or merchandise belonging to,

_ the enterprise solely for the purpose of storage or display ;

(¢) the maintenance of a stoclk of goods or merchandise belonging to
the enterprise solely for the purpose of processing by another
enterprise ; :

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

for the enterprise ;

(e) the maintenance of a fixed place of business solely for the purpose
of carrying on, for the enterprise, any other activity of a pre-
paratory or auxiliary character ;

(f) the maintenance of a tixed place of business sulely for any combi-
nation of activities mentioned in sub-paragraphs (a) to (e),
provided that the overall activity of the fixed place of business
resulting from this combination is of a preparatory or auxiliary

character.

5. Notwithstanding the provisions of paragraphs 1 and 2 of this Article,
where a person-other than an agent of an independent status to whom para-

graph 7 of this Article appplies-is acting in a Contracting State on behalt
of an enterprise of the other Contracting State, that enterprise shall be

deemed to have a permanent estpblishment in the first-mentioned Con-
tracting State in respect of any activities 'which that person undertakes

tor the enterprise, if such a person : '
(a) has and habitually exercises in the first-mentioned Contracting
State an authority to conclude contracts on bekalf of the enter-
prise, unless his activities are limited to the purchase of goods
or merchandise for the enterprise ; or
() habitually maintenans in the first-mentioned Contracting State a
stock of goods or merchandise belonging to the enterprise or to
other enfierprises which ave controlled by it or have a controlling
interest in it, from which he regularly fills orders or makes
deliveries on behalf of the enterprise ; or
(¢) hahitually secures orders in the first-mentioned State wholly or
almost wholly for the enterprise or for the enterprise and other
enterprises which are controlled by it or have a controlling
interest in it.
g the preceding previsions of this Article, an insurance
he States shall, except in regard to re-insurance, be
t stablishment in the other St:te if it collects
f that other State or insures risks situated
an agent of an indegendent Status to

a quarry or other place of extraction of

6. Notwithstandin
enterprise of one of &
deemed to have a permanen
premiums in the territory o
therein through a person other than
whom paragraphi 7 applies.
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7. An enterprise of a Contracting State shall not be deemed to have a
permanent establishment in the other Contracting State merely because
it carries on business in that State through a broker, general commission
agent or any other agent of an independent; status, where such persons
are acting in the ordinary course of their business However, when the
activitics of such an agent are devoted wholly or almost wholly on behalf
e of that enterprise, he will not be considered an agent of an independent
status within the meaning of this paragraph, if it is shown that the trans-
actions between the agent and the enterprise were not made under arms
length conditions.

8. The fact that a company which is a resident of a Contracting State
controls or is controlled by a company. which is a resident of the qther
Coutracting State, or which carries on business in that other State (whether
through a permanent establishment or otherwise) shall not of itself cons-
titute either company a permanent establishment of the other.

Article 6
Income from Immowable Property

, > 1. Income from immovable property (including income from agriculture
or forestry) may be taxed in the Contracting State in which such property

is situated.

2. The term “immovable property ” shall have the meaning which it
has under the law of the Contracting State in which the property in. ques-
tion is situated. The term shall in any case include property accessory to
Immovable property, livestock and equipment used in agriculture and
forestry, rights to which the provisions of general law respecting landed
property apply, usufruct of immovable property and rights to variable or:
fixed paymenlys as consideration for the working of, or the right to work,
mineral deposits, sources and other natural resources : ships boats and
aircraft shall not be regarded as immovable property.

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

4. The provisions of paragraphs 1 and 3 of this Article shall also apply
to the income from immovable property of an enterprise and to income
from imnmovable property used for the performance of independent per-

sonal services.

) : Article 7
" Business Profits

L. The income or profits of an enterprise of a Contracting State shall he
taxable only in that State unless the enterprise carries on business in
the other Contracting State through a permanent establishment situated
therein. If the enterprise carries on business as aforesaid, the income or
profits of the enterprise mayv be taxed in the other State but only so much
of them as is attributable to (a) that permanent establishment; (b) sales
in that other State of goods or merchandise of the same or similar kind as
those sold through that permanent establjshment; or (c) other business
activities carried on in that other State of the same or similar kind as those

effected through that permanent establishment.

2. Subject to the provisions of paragraph (3} of this Article where an
enterprise of a Contracting State carries on business in the qther Contrac-
ting State through a perm:nen! establishment situated therein, the_re shal?
in each Contracting State be attributed to that permanent Qstabllshme_n’c
the income or pralits which it might be expected to ma}ce if It' were a dis-
tinct and separate enterprise engaged in thc—; same or :-;imllar activities under
the same or similar condilions and dealing wholly independently with
the enterprise »f which it s a permanent establishment.

3. In the determination of the profits of a permanent establishment, there

shall e allowed as deducticns expenses which are incurred for the
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purposes of the business of the permanent establishment including
executive and general administrative expenses so incurred, whether in. the

State in which the permanent establishment is situated or: elsewhere. How-

ever, no such deduction shall be allowed in respect of ameunts, if any, paid
(otherwise than towards reimbursement of actual expenses): by the per-

manent; establishment 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 commissien, for speeific

services performed or for management, or, except in the case, of a banking
enterprise, by way of interest on moneys lent to the permanent estabiish-

ment. Likewise, no account shall be taken, in the determination of _the

profits of a permanent establishment, for amounts charged (otherwise than

towards reimbursement of actual expenses), by the permanent: establish~

ment 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 commission for speeific services performed

or for management, or, except in the case of a banking enterprise, by way ;
of interest on moneys lent to the head office of the enterprise or any of '

its other offices-

4. TInsofar as it has been customary in a Contracting, State te determine
the profits to be attributed to a permanent establishment on, the basis. of a
certain percentage of the gross receipt of the enterprise or of the per- .
manent establishment or on the basis of an apportionment of the total pro-
fits of the enterprise to its various parts, nothing in paragraph 2 of this
Article shall preclude: that Contracting State from determining the: profits
to be taxed by such an apportionment as may be customary. ;-the method
of apportionment’ adopted shall, however, be such that the result will- be-
in accordance with the principles contained in this Artiele:-

5. No income or profits shall be attributed to a permanent establishment £
by reason of the mere purchase by that. permanent establishment of goods g
or merchandise for the enterprise. . g

6. For the purposes of the preceding paragraphs, the income or profits ‘
to be attributed lo the permanent ostablishment shall be determined” by 4
the same method year by year unless there is good and sufficient reason:
to the contrary. 5

7 Where income or profits include items of income which are dealt
with separately in other Articles of this Convention, then the provisions :
of those Articles shall not be affected by the provisions of this Article. : (:v.

, Article 8 C _ i
Shipping and Air Transport i
1. Income or prroﬁtg derived by an enterprise of a Contracting State
from the operation of aircraft in international traffic shall be taxable only
in that Contracting State.

9. Income or profits derived by an enterprise of a Contracting State
from the operation ot ships in international traffic may be taved in the
other 'Contracting State, but the tax imposed in that other Contracting
State shall be reduced by an amount equal to 50 per cent thereof.

3. The provisions of paragraphs 1 and 2 shall likewise apply in res-
pect of participation in pools of any kind by enterprises engaged in the
operation of ships or aircraft in international traffic.

Article 9

Associated Enterprises

Where :
(a) an enterprise of a Contracting State participates directly or in-
' directly in the management, control or capital of a enterprise of

-he other Contracting State, or
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ment, control or capital of an enterprise of a Contracting State
and an enterprise of the other Contracting State,

Article 10
Dividends

1. Dividends paid by a company which is a resident of a Contracting-
State tc a resident of the other Contracting State may be taxed in that

other State.
2. However, such dividends may be taxed in the Contracting State of
which the company paying the dividends is a resident, and according to

the law of that State, but— ;
(@) in the case of Sri Lanka, the tax so charged shall nol exceed 15 ' ;

per cent of the gross amount of the dividends ; 5 :

(b)in the case of Thailand, if the recipient of the dividends is: a.com- |
pany, excluding partnership, which holds directly at least 95 . )
per cent of the capital of the former company, the tax go charge i
shall not exceed : : ki
(i) 15 per cent of the 8Toss amount of the dividends if the com- 3 i
bany paying the dividend engaged in an Industrial under-
taking, ) . :
(ii) 20 per cent of the gross amount of the dividends in other » ;-

cases.
For the purpose of sub-paragraph (b) of thig paragraph, Athe' term “indus- | ' 1|
trial undertaking ” means—
(1) any undertaking engaged in—
(1) manufacturing, assembling and processing,
(11) construction, civil engineering and ship—building,
(iii) production cf electricity, hydraulic bower, gas or the supply

of water, or
(iv) agriculture, forestry, and fishery and the carrying on of a

plantation, and

4 (2) any other undertaking entitled to the privileges accorded under
the laws of Thailand on the promotion of industrial investment,
and '

(3) any other undertaking which may be declared to be an “indus-
trial undertaking ” for the purpose of this Article by the com-
petent authority of Thailand.

3. The term “dividends” as used in this Article means income from
shares, mining shares, founders’ shares or other rights, not being debt-
claims, participating in profits, as well as income from other corporate
rights which is subjected to the same ta)gatio‘n treatment as income from
shares by the taxatinn law of the State of which the company making the

distribution is a resident.

. The provisions of paragraphs | and 2 of this Article shall not apply
it the bheneficial owner of the dividends, being a resident of a Contracting
Stale, carries on husiness in the other Contracting State of which the com-
pany paying the dividends is a resident, through a permanent establish-
ment situated therein or performs in that other State independent perso-
nal services trom a lixed base situated therein and the holding in respect
of which the dividends are paid is effectively connected with such per-
manent cstablishment or fixed base. In such a case the provisjons of Arti-
cle 7 or Article 14, as the case may be, shall apply.
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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 any 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 con-
nected with a permanent establishment or a fixed base situated in that
other State, nor subject the company’s undistributed profits to.;a tax on
the company’s undistributed profits, even it the dividenda paid or the un- !
distributed profits consist whelly or partly of profits or income arising in
such other State. Nothing in this paragraph shall be construed as. preven-
ting either Contracting dtate from imposing income tax on disposal of

profits according to the laws of that State.

SR TR

.. -Article 11 : ST
Interest o

1. Interest arising in a Contracting State and paid to a resident of the
other Contracting State may be taxed in that other State.

9. However, such intzrest may also Le taxed in theé Contrdcting State
in whith it arises and according to the laws of that State, but if the
recipient is the beneficial owner of the interest and' is'a -company which
is a resident of the nther Coniracting State, the tax so charged. shall nct
exceed : RN .

* " (a) 10 per cent of t
by any financial i

(b) 25 per cent of the gross amount of the interest in ail other cases.

3. Notwithstanding the provisions of paragraph 2, interest arising in
1 to the Government ot the other Contracting

a Contracting State ana pa.-
State shall be exempt from tex in the first-mentioned’ Contracting State.

For the purposes of this paragraph, the term “ Government ¥ means. .
(a) in the case of Sr1 Lanka, the Government of the Democratic
Socialist Republic of Sri Lanka and shall include;
(i) the Ceniral Bank of Ceylon,
(ii) the local authorities,
agency or instrumentality (including a tinancial insti-

he gross amount of the interest if it is received
netitution (including an insurance company) ;

(iii) any A
tution) wholly owned by the Government or local -
authority thereol, as may be agreed from time to time (;_

between the Governments of the two Contracting States, (

(b) in the case of Thailand, the Royal. Government of Thailand and

shall include:
(i) the Bank of Thailand,

(if) the local authoritics, and

(iii) such instilutions, the capital of which is wholly owned by
the Royal Government of Thailand or any local authori-
ties as may be agreed from time to time between the
Governments of the two Contracting States.

4. The term “interesi” as used in this Article means income from debt-
claims of every kind, whether or not secured by mortgage and whether
cr not carrving a righi to participate in the debtors profits, and in
particular income fror: government securities and income from bonds ox
debentures, including premiums and prizes attaching to such securities
bonds or debentures, as well as income assimilated to income from money,
lent by the taxation laws of the Contracting State in which the income
arises. Penalty charges [or late payment shall not be regarded as interest
or the purpose of this Article.

The provisions of paragraphs !, 2, and 3 of this Article shall not
if the beneficial owner of the interest, being a resident of a Contrac-
carries on business in Lie other Contracting State i which the

=

J.

apply
ling State,
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interest arises, through a permanent establishment ‘situated therein, or

pvrrforms in that other State independent personal services from

base situated therein and the debt.claim in respect of which the interest

is paid is effectively connected with (a) such permanent establishment or

fixed base, or with (b) business activitles referred to under (c) of
e paragraph 1 of Article 7. In such cases the provisions of Article 7 or

Article 14, as the case may be, shall apply.

6. Interest shall be dcemed to arise in a Contracting State when the
payer is that State itself, an administrative subdivision, a local authority
or a resident of that State. Where, however, the person paying the
interest, whether he is a resident of a Contracting State or not, has in a
Contracting State a permanent establishment or a fixed base in connec-
tion. with which the indebtedness on which the interest is paid was
incurred, and such interest is borne by such permanent establishment or
fixed base, then such interest shall be deemed to arise in the Contracting
State in which the permanent establishment or fixed base is situated,

7. Where by reason of a special relationship between the payer and
the beneficial owner or between both of them and some other person, the
amount of the interest, having regard to the debt-claim for which, it is
naid, exceeds the amount which would have been agreed upon. by the
Ppayer and the beneficial owner in the absence of such relationship, the
provisions of this Article shall apply only to the last-mentioned amount,
In such case, the excess part of the payments shall remain taxable accor-
ding to the law of each Contrficting State, due regard being had to the

other provisions of this Convention.

Article 12
Royalties

1. Royalties arising in a Contracting State and paid to a resident of
the other Contracting State may be taxed in that other State,

3. The term “riyalties ” as used in this Article means payment of any
kind received as a consideration for the use of, or the right to use, any
copyright of literary, artistic or scientific work including cinematograph

S films, or tapes for television or broadcasting, any patent, trade mar Z,

) design or model, plan, secret formula or process, or for the use of, or the
right to use, industrial, commercial, or scientific equipment, or for
information concerning industrial, commercial or scientific experience.

4. The provisions of paragraphs 1 and 2 of this Article, shall not apply
if the beneficial owner of the Royalties, being a resident of a Contracting
State, carries on business in the other Contracting State in which the
royalties arise, through a permanent establishment situated therein, or
performs in that other Siate incdependent personal services from a fixed
kase situated therein, and the right or property in respect of which the
reyalties are paid is effectively connected with (a) such permanent
establishment or fixed base, or with (b) business activities referred to
under (c) of paragraph 1 of Article 7. In such cases, the provisions of
Article 7 or Article 14, as tie case may be, shall apply.

5. Reyalties shall be ueemea to arise in : Contracting State when the
payer is that State itse!! local autherity o a resident of that State. Where,
however, the person paving the rovalties whether he Is a resident of a

Contracting State or not, has in o Contracting State a permanent
establishment or a fixe! base in connection wilh which the liability te
pay the royalties wnas teurred, and stceh royalties are borne by  such
permanent establishiieni or  fixed base, then such  royalties shall ba

deemed to arise in the “tate ‘n whisl the permanent establishment np

Exed base is situated.
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6. Where, by reason of a special relationship between the payer and
the beneficial owner or between both of them and some other person, the
amount of the royalties paid having regard to the use, right or informa-
tion for which they are paid, exceeds the amount which would have been
agreed upon by the payer and the Leneficial owner in the absence of such
r+lationship, the provisions of this Article shall apply only to the last-
mentioned amount. In such case, the excess part of the payments shall
remain taxable according to the laws of each Contracting State, due
~egard being had to the cther provisions of this Convention.

Article 13
~Capital Gains

P
H
¥
i
;
-

1. Gains derived by a z,eéi.siel_l,,?_g,f. a__ Contracting. State _fram the

Jlieialion of immovabie property” referred to in Article 6 and situated
in the other Contracting State may Be taxed in that other State.

9. QGains froin the alienation of movable property forming part of the
business property of a permanent establishment which an enterprise of
a Contracting State has.ir the other Contracting State or of movable
property perlaining to a fixed hase available to a resident of a Contracting,
State in the other Coniracting State for the ' purpose of perfortning
professional services, meluding such gains from the alienation of such a
permanent establishmer:t (alone or together with the whole enterprise)
or of such a fixed base, may be taxed in that other State.

3. Gains clerived by an enterprise of’ a: Contracting State from the
alienation of ships or aircraft operated in international traffic or movable
property pertaining to the operation of such ships or aircraft, shall be

taxable only in that State.

4. Gains from the alienation cf any property or assets. other than
those raferred to in Paragraphs 1, 2 and 3 of this Article shall be, taxable
anly in the Contracting State of which: the alienator is a resident: Nothing
in this paragraph shall prevent cither Contracting State from taxing the
gains or inceme from the sale or transfer of shares or other securities.

5. For the purposes of this Article, the term “ alienation ?  shall have
the meaning which it has under the laws of that Contracting State
celating to the taxes in guestion. The meaning of the term shall in any
rase include the sale, exchange, transfer, or relinquishment of property
cr the extinguishment of any rights therein or the compulsory acquisition
horeof under any law in force in the respective Contracting State. Cm,

()

Article i4
Irdependzent Personal ‘Services

I. Income derivel by a resideni of & Contracting State in respect of
ervices or other aclivities of a independent character shall
aie except in the following circumstances, when
axed in the other Contracting State :

professional s
he taxable only in that 5t
such income :uay also be t
(a) if he has a fixed base available to him for a period or periods
amounting to or exceeding in the agdregate 183 days within
any twelve month period in the other Contracting State for the
purpose of performing his activities in that case, only so much
nf the income as iz attributable to that fixed base may be taxed
in thot other State : or
(b) il his stay in the other Contracting State is for a period or
nerieds amounting to or exceeding in ihe aggregate 183 days
within any tweive month period ; in that case, only so much of
‘he income 2s is derived from his aclivities performed in the
olher State mayv be taxed in thal other State ; or

(e} it the remuneration for his activities in the other Contracting
state & pand by a resident of that Contracting State or is borne
Ly a permanent establishment or a fixed bace siti .ted in that
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Contracting State ; in that case, only so much of the remunera-

tion as is derived therefrom may be taxed n that other State.
2. The term *‘ professional services ” includes esﬁeciauy, independent
scientific, literaray, artistic, educational or teaching activities as well as
the independent activities of physicians, dentists, lawyers, engineers, archi-

tects and accountants.

| Article 15
. ' ' Dependent personal Services

L. Subject to the provisions of Articles 16; 18, and 19, salaries, wages and
other similar remuneration derived by a resident of a Contracting State
in respect of an employment shall be taxable only in that State unless

the other Contracting  State. If

the employment is exercised  in
the employment is so. exercised, such remuneration, as is-derived, therefrom

may bhe taxed in that other State,
provisions of paragraph 1 of this Article, remu-

4. Notwithstanding the
neration derived by a resident of a Contracting State in respect of an em-

R rloyment exercised in the other Contracting State shall be taxable only
( ) in the ﬁrst-mépﬁohed’fSﬁate if . :

(@) the recipient is present.in the other State for. o »beriod or periods
not exceeding in the aggregate 183 days  within any twelve
month period ; and - .

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

(c) the remuneration is not borne by a permanent establisiimeni op
a lixed base whi('h"the eriployer has in the other State.

3. Nutwithstanding. the preceding provisions of this Article; remunera-
tion derived in respect of an employment exercised apoard a ship or air-
craft operated in international trafic, by an enterprise of 5 Contracting

State shall be taxable only in that State.

Article 16

Liirectors’ Fees

L. Directors’ fees and other similar payments derived by a resident of

a Contructing State in his capacity as a memiker of the board of directors

e oc any other similar organization of a company which is g resident of the
) other Contracting State may be taxed in that other State

2. Salaries, wages and other similar remuneration derived by a resident
ot a Contracting State.in his capacity as an official in a top-level manage-
rial position cf a company which is a resident of the other Contracting

State may be taxed in that other State.

Article 17
Artistes and Athletes

. Notwithstanding the provisions of Articles 14 and 15, incone derived
by public entertainers, such as theatre;, motion picture, radio oy television
wtistes, and musicians, any by athletos, from their personal activities ag
such may be taxed in the Contracting State in which these activities are
exoreised.

2. Where income in respect of personal activities exercised by an cntep-
tarner or an athlete in his capacrty as such accrues not to the enterfajner
or athlete himsell but to another person, that income may, notwithstandin,s
the provisions of Az"ticles 7, 14 and 1.5_, be taxed in the Contractjng St-atz
in which the activities of the entertainer or athlete are exercised.
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provisions of Article 7, where the activities
o

3, Notwithstanding the
mentioned in paragraph 1 of this Article are provided in a Contracting
iState by an enterprise of the other Contracting State the profits derived
from providing these activities by such an enterprise may be taxed in the
fifst-mentioned Contracting State unless the enterprise is wholly or subs-
tantiaily supported from the public funds of the Government of the other
Contracting State, in connection with the provisions of such activities.

4. The provisions of paragraphs 1 and 2 of this Article shall not apply
to remuneration or profits, salaries, wages and similar income derived from
activities performed in a Contracting State by public entertainers or
_athletes. if the wisit to that Contracting State is wholly or substantially
~,.§%BP0ft¢d. by public fund
aatate. . e oy

i 5. -For the purpds’eéof this "-Arfi'esle, the term Governmerlt ’mcludeq a

ijocal authority or -a statutory body of either Contracting State.

L  Article 18
i S g 'ngiéions
rovisions of paragraph 2 of Article 19. penmons and ofher

) ':'Subjéc:t to the p
similar remuneration paid to
‘tion: of past employment may be taxed in‘ that State.

Article 19
’ - Government Service
L (a) Remuner'atior_l,'o_ther than a pension, paid. by the Government of
"3 Contracting S
rendered to that' (Government shall be taxable only in that State.
' (b) However,. su¢h remuneration shall be taxable only in the other
Contricting State if the services are rendered in that State and
the individual is a resident' of that State who: '
(i) is a national of that-State, or , *
(ii) did not become a resident of that State solely for the purpose

of rendering the services.

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

(b) However, such pension shall be taxable only in the -othen
Contracting State if the individual is a resident of, and. a national
of, that State. ’

ons of Articles 15, 16 and 18 shall apply to remuneration

respect-of services rendered in connection with a business

acting State.

3. The provisi
and pensions in.
.carried on by the Government of a Contr __

4. For the purposes of this Article, the term “ Government” includes a

local authority of either Contracting State.

Article 20
Professors, Teachers and Researchers

a resident of a Contracting State immediately
he other Contracting State, and who, at the
invitation of any university, college, school or other similar educational
in<titution which is recognised by the competent authority in that other
Contracting State, visit that other Contracting State for a period not
axceeding two years solely for the purpose of teaching or research or both
at such educational institution shall be exempt from tax in that other
Contracting State on any remuneration for such teaching or research.

9 This Article shall only apply to income from researc
is undertaken by the individual for the public interest and
for the bencfit of some other private person or person.

1. An individual who is
hefore making a visit to t

h if such research
not primarily

s of, the Government of the other Contracting

id to a resident of a Contracting State in considera-

tate to an individual in respect of services

st ol

e
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Article 21
: Students and Apprentices v
An individual who, immediately before visiting a Contracti ng State-, was
a resident of the other Contracting State and is temporarily present in the
first-mentioned Contracting State solely— ] o
(a) as a student at a recognised university, college or school in the
first-mentioned Siate: or :
(b) as a business apprentice ; or :
(c) as the recipient of a grants, allowance or gward for the primary

purpose-of siudy or research from a governmental, religious,
charitahle, scientific, literary or educational organizulion.

shall be exempt from tax in the first-mentioned State in respect of-—- -
(i) the remittancca from abroad for the purpose of his maintenance,
_ . education, study, research or training ; - -
(11) the granti, allowance or awaord ; and _ :
(7i1). the remuneration. from employment in that State  provided the
- remuneration -constitutes earnings reasonably necessary. for his
maintenance and education. S I :

‘ ' Article 22
Income not expressly mentioned

Items of income of a resident of a Contracting State which. aré not ex-
pressly mentioned in the foregoing Articles of this. Convention’ may be
taxed in the Contracting Stale where the income arises. bty IR

Article 23
Elimination of Double Taxation

L. The laws in force in either of the Contracting: States shall continue
to govern the taxation of income in the respective Contracting' States ex-
cept when express provision to the contrary is made in this Convention.
When income 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. Tax payble in a Centracting State in respect of income derived from
that State shall be allowed as a credit against any tax payble in the other
Contracting State in respect of that income. The credit shall not, however,
exceec that part of the tax payable in the other Contracting State as com-
puted hefore the credit is given, which is _appropriate to - such item of

income.

3. For the purpose of allowance as a credit in a Contracting State the

tax paid in, the other Contracting State shall be deemed to include- the tax
which is otherwise payable in that other State but has been reduced or

waived in accordance with the special incentive laws designed to promote
economic development in that other State.

Article 24
Non-diserimination

. Nationals of a Contracting State shall not be subjected in the other
Conlracting State to any taxation or any reguirement connected -therewith
which is other or more burdensome thaa the taxalion and connected re-

quirements to which the nationals of thatt other State in the same cir-
cumstances are or may be subjected.

2. The enterprises of u Contracting State shall not be subjected in the
other Contracting Stale, in respect of profits attributable to their per-
manent establishments in that other State, to any ifaxation which is other
or move burdensome than the taxation to which the enterprises of that
other State, are or may bhe subiected in respect of the like profits.



14 A
Parr L:Sze.(I)

[ omndes ¢ (I) ed¢u—@ Gz gt 0D dmssed ¢l Soas mnd vyn—1989.08.18
~GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA-~]989.08.18

3. In this Article the term “taxation ” means taxes which are the sub-
ject of this Convention. '

4. Nothing in this Article shall be construed as obliging either Contrac-
ting: State to grant tc residents of the other Contracting State, those
personal allowances, reliefs and reductions for the tax purpeses which it
grants to its own residents. ;

Article 25
Mutual Agreemént Procedure

1. Where a resident of a Contracting State considers that the actions of
“onie or both of the Contracting States result or'will' result for him in

taxation not in accordance with this Convention, he may netwithstanding
the remidies provided b :
case to the competent authority of the Contracting State of which he is a
rosident. Fne -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. Rl 5

2Phe competent authority shall endeavour, if the objection appears
to’i¥ 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 not in accordance with the Convention.

3. Tne competent authorities of the Contracting States shall endeavour
to.resolve by mutual agreement any difficulties or doubts arising as to the
interprétation or.application of the Convention. They may also consull
together for the elimination of double taxation in cases not provided. for
in this Convention. 3 e :

4. The competent authorities of the Contracting States may communi-
cate with each other directly for the purposes of reaching ani agreement in

the sense of the preceding paragraphs.
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 taxes covered by
this Convention insofar as the taxation thereunder is not contrary to the
Convention, as well as to prevent fiscal evasion. The exchange of informa-
tion is not restricted by Article 1. Any information received by a Contrac-
ting 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 person or authorities (including courts and administrative bodies)
involved in the assessiment or collection of, the enforcement or prosecution
in respect of, or the determination of appeal in relation to, the taxes
covered by the Convention. Such persons or authorities shall use the in-
formation” only for such purposes buli may disclose the information in-
public court proceedings or in judicial decisions.

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

(1) tc carry out adiainistrative measures at variance with the laws
and administrative practice of that or of the other Contracting
State

o 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 ;
(o) to supply information which would disclose any trade, business,

industrial, commercial or professional secret or trade process,
or information. the disclosure of which would be contrary to

public nolicy (ordre public).

(&)

y the national laws of these - States, present- his -
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Artiele 27

Diplomatic Agents and Consular Ojﬁcials

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 23
Entry into Force

1. This Convention shall be ratified and the in.strumentd of ratification
shall be exchange at Bangkok as soon as possible.

2. The Convention shall enter into force upen the exchange of instru-
ments of ratification and its provisions shall‘ have effect :

(@) In Sri Lanka:

'\-i-\‘a.; B : in respect of taxes on income for any year of assessm;znt
= > commencing on or after the first day of April next following
ey that in which the exchange of: i-nstruments»of ratification: takes

place.

(b) In Thailand : ;
(i) in respect of taxes withheld at the source, on amountd paid

or remitted on or after the first day of January next

following that in. which the exchange of instruments of

ratification takes place ;

(ii) in respect of other taxes on income, for taxable years or
accounting periods beginning on or after the first day of
January next following that in which the exchange of
instruments of ratification takes place.

Article 29
Termination

This Convention shall remain in force indefinitely, but either of the
Contracting States may, on or before 30th June in any calendar year
beginning after the expiration of a period of five years from the date of
its entry into force, give to the other Contracting State, through diplo-

matic channels, written notice of termination.

e
S
N

In such event Convention shall cease to have effect :

(¢) In Sri Lanka :

in respect of taxes on income for any year of assessment
commencing on or after the first day of April next following

that in which the notice is given ;

(b) In Thailand :
(1) in respect of taxes withheld at the source, on amounts naid
or remitted on or after the first day of January next
following that in which the notice is given ; '

(ii) in respect of other taxes on income, for taxable years or
accounting periods beginning on or after the first day
of January next following that in which the notice is

given.
[n witness whereof the undersigned duly authorised thereto et
signed this Convention. oy
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Done in duplicate at Colombo on; this 14th day of December 1988, in
Sinhala, Thai and English Languages, all texts being equally authentic.
In the case of divergence of interpretation the English text shall prevail.

- Sgd. W. M. P. WEERASINGHE,
For the Government ef, the
Democratic Socialist Republic of
Sri Lanka. g R
Sgd. KHAJORN SOHHOU, ' :
For the Government of the
Kingdom of Thailand.

ERE

fve

Protocgl

The Government of the Democratie Soclalist Republic of Sri Lanka
and the Government of the Kingdom of Thailand, having entered into
a Convention for the: avoidance -ofidouble taxation and the:prevention of
fiscal evasion with: respect to: taxes‘on incemie, have agreed, at. the time
of signing the said Conventiom;.that in connection with: paragraph 4 of
Article 19 “ Government Services”, the term “ Government”:shall also
be deemed to include the Central Bank of Ceylon and the Bank of Thailand
but only for so long as the remuneration derived from the Central Bank
of Ceylon by its employees is exempt from Sri Lanka tax.

Sgd. W, M.. B.. WEBRASINGHE,
For. the Government of the
Democratic Socialist Republic of

5 Sri. Lanka. -
Sgd. KHAJORN SOHHOU,

For the Government of the
Kingdom of Thailand.
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