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No. 4561. CONVENTION’ BETWEEN THE GOVERNMENT
OF CEYLON AND THE ROYAL GOVERNMENT OF
SWEDEN FOR THE AVOIDANCE OF DOUBLE TAXA-
TION AND THE PREVENTION OF FISCAL EVASION
WITH RESPECTTO TAXES ON INCOME. SIGNED AT
NEW DELHI, ON 18 MAY 1957

The Governmentof Ceylonandthe Royal Governmentof Sweden,desiring
to concludea Conventionfor the avoidanceof doubletaxationandtheprevention
of fiscal evasionwith respectto taxeson income, haveagreedas follows:

Article I

(1) The taxes which arethe subjectof the presentConventionare:
(a) In Sweden:

TheStateincometax (includingcoupontaxandsailorstax) andthemunicipal
incometax (hereinafterreferredto as “Swedishtax”).

(b) In Ceylon:
The income tax, and the profits tax (hereinafterreferred to as “Ceylon
tax”).

(2) The presentConventionshall also apply to any other taxesof a sub-
stantiallysimilar characterimposedin Swedenor Ceylonsubsequentlyto the
dateof signatureof the presentConvention.

Article II

(1) in the presentConvention,unlessthe context otherwiserequires:

(a) The term “one of the territories” and “the other territory” mean
Swedenor Ceylon, as the context requires;

(b) The term “tax” means Swedish tax or Ceylon tax, as the context
requires;

(c) The term “person” includes any body of persons,corporate or not
corporate;

(d) Theterm “company” meansanybodycorporate,whereverconstituted;

Came into force on 21 February1958, upon the exchangeof the instrumentsof ratification
at New Delhi, in accordancewith article XVIII.
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(e) The terms “resident of Sweden” and “resident of Ceylon” mean
respectivelyany personwho is residentin Swedenfor the purposesof Swedish
tax andnot residentin Ceylon for the purposesof Ceylontax, and any person
who is residentin Ceylonfor the purposesof CeylonTax andnot residentin
Swedenfor the purposesof Swedishtax; acompanyshallberegardedas resident
in Swedenif it is incorporatedunderthe laws of Swedenor, if not thusincor-
porated,its businessis managedandcontrolled in Swedenand as resident in
Ceylonif it is incorporatedunderthe lawsof Ceylonor, if not thusincorporated,
its businessis managedor controlledin Ceylon;

(f) The terms “resident of one of the territories” and “resident of the
other territory” meana personwho is a residentof Swedenor a personwho is
a residentof Ceylon,as the contextrequires;

(g) The terms “Swedish enterprise” and “Ceylon enterprise” mean
respectivelyan industrial or commercialenterpriseor undertakingcarriedon by
a residentof Swedenandan industrialor commercialenterpriseor undertaking
carried on by a residentof Ceylon, and the terms “enterpriseof one of the
territories” and “enterpriseof the other territory” meana Swedishenterprise
or a Ceylonenterprise,as the contextrequires;

(h) The term “industrial or commercial profits” includes, in particular,
profits from the businessof agriculture, mining, banking, insurance,life in-
suranceor dealing in investments,andprofits from rentsor royaltiesin respect
of cinematographfilms, but doesnot include income in the form of dividends,
interest, rents, royalties (other than rents or royalties in respectof cinemato-
graph films), managementcharges,or remunerationfor personalservices;

(z) The term “permanentestablishment”when usedwith respectto an
enterpriseof oneof the territoriesmeansabranch,management,factory or other
fixed place of business,and agricultural or farming estate,a mine, quarry or
any otherplaceof naturalresourcessubjectto exploitation. It doesnot include
an agencyunlessthe agenthas, andhabitually exercisesa generalauthority to
negotiateand concludecontractson behalfof the enterpriseor has a stock of
merchandisefrom which he regularly fills orders on its behalf. In this
connection—

(i) An enterpriseof one of the territoriesshallnot be deemedto havea per-
manentestablishmentin the other territory merely becauseit carrieson
businessdealingsin that other territory through a bonafide broker acting
in the ordinarycourseof his businessas such;
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(ii) The fact that an enterpriseof one of the territories maintainsin the other
territory a fixed placeof businessexclusivelyfor the purchaseof goodsor
merchandiseshall not of itself constitutethat fixed place of businessa
permanentestablishmentof the enterprise;

(iii) The fact that a companywhich is a residentof oneof the territorieshasa
subsidiary companywhich is a residentof the other territory or which
carrieson a trade or businessin that other territory (whether through a
permanentestablishmentor otherwise) shall not of itself constitutethat
subsidiary company a permanentestablishmentof its parent company.

(2) Where under this Conventionany income is exempt from tax in one
of theterritories if (with or without otherconditions) it is subjectto tax in the
otherterritory, andthat incomeis subjectto tax in thatotherterritoryby reference
to the amount thereofwhich is remitted to or receivedin that other territory,
the exemption to be allowed under this Convention in the first-mentioned
territory shallapply only to the amountso remittedor received.

(3) In the applicationof the provisionsof the presentConventionby one
of the ContractingGovernmentsany term not otherwisedefinedshall, unless
the context otherwiserequires,havethe meaningwhich it hasunder the laws
in force in the territory of that Contracting Governmentrelating to the taxes
which are the subjectof the presentConvention.

Article III

(1) The industrialor commercialprofits of a Swedishenterpriseshall not
be subjectto Ceylontax unlessthe enterprisecarrieson a tradeor businessin
Ceylonthrough a permanentestablishmentsituatedtherein. If it carrieson a
trade or businessas aforesaid,tax may be imposedon those profits by Ceylon
butonly on somuchof them as is attributableto that permanentestablishment;
providedthat nothing in this paragraphshallaffect the taxationof incomefrom
the businessof insuranceunderthe provisionsof the law of Ceylon at the date
of signatureof this Convention.

(2) The industrial or commercialprofits of a Ceylon enterpriseshall not
be subjectto Swedishtax unlessthe enterprisecarrieson a tradeor businessin
Swedenthrougha permanentestablishmentsituatedtherein. If it carrieson a
tradeor businessas aforesaid,tax may be imposedon thoseprofits by Sweden,
but only on somuch of them as is attributableto that permanentestablishment;
providedthat nothing in this paragraphshallaffectthe taxationof incomefrom
the businessof insuranceunderthe provisionsof the law of Swedenat the date
of signatureof this Convention.
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(3) Where an enterprise of one of the territories carries on a trade or
businessin the other territory through a permanentestablishmentsituated
therein, thereshallbe attributedto that permanentestablishmentthe industrial
or commercialprofits which it might be expectedto derivein thatotherterritory
if it were an independententerpriseengagedin the sameor similar activities
underthe sameor similar conditionsanddealing at arm’slength with the enter-
prise of which it is a permanentestablishment.

Providedthat nothing in this paragraphshall affect the computationof the
profits derivedby a Swedishenterprisefrom the production of tea or other
agricultural productin Ceylon in accordancewith the provisionsof the law of
Ceylonat the dateof signatureof this Convention.

(4) No portionof anyprofits arisingto an enterpriseof oneof theterritories
shall be attributedto a permanentestablishmentsituatedin the other territory
by reasonof the mere purchaseof goods or merchandisewithin that other
territory by the enterprise.

Article IV
Where

(a) an enterpriseof oneof the territoriesparticipatesdirectly or indirectly in the
management,control or capital of an enterpriseof the other territory, or

(b) the same personsparticipate directly or indirectly in the management,
control or capitalof an enterpriseof oneof the territoriesandanenterprise
of the other territory,

andin eithercase,conditionsaremadeor imposedbetweenthetwo enterprises,in
their commercialor financial relations,which differ from those which would
be made betweenindependententerprises,then any profits which would but
for thoseconditionshave accruedto one of the enterprisesbut by reasonof
thoseconditions have not so accruedmay be included in the profits of that
enterpriseand taxed accordingly.

Article V

(1) When a residentof Sweden,operatingships or aircraft, derives profits
from Ceylon through such operationscarriedon in Ceylon, such profits shall
be subject to tax in Swedenas well as in Ceylon; but the tax so chargedin
Ceylonshallbereducedby anamountequalto 50 percent.of thetax socharged,
andthe reducedamount of Ceylontax payableon the profits shallbe allowed
as a credit againstany Swedishtax chargedon income accruedto or received
by the residentof Swedenduring the year in which such reducedCeylon tax
was paid.
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(2) When a residentof Ceylon, operatingships or aircraft, derivesprofits
from Swedenthroughsuchoperationscarriedon in Sweden,suchprofits shallbe
subjectto tax in Ceylonaswell as in Sweden;but the tax so chargedin Sweden
shallbe reducedby anamount equalto 50 per cent, of the tax so charged,and
the reducedamountof Swedishtax payableon the profits shallbe allowedas a
credit againstany Ceylontax chargedin respectof suchincome.

Article VI

(1) Dividendspaidby a companywhich is a residentof Ceylonto a resident
of Swedenshallbe exemptfrom all CeylonTax other thanthe CeylonIncome
Tax on the company; andwhenthe residentof Swedenis a companyshall be
exempt from all Ceylon Tax other than the Ceylon Tax on the companyand
the additional rateof tax chargeableundersection20 (7) of the CeylonIncome
Tax Ordinanceon companieswhosesharesare not movablepropertysituated
in Ceylon for the purposesof the law relating to EstateDuty; but this last
mentionedadditional rate of tax shallnot, in the caseof companieswhich are
residentsof Sweden,exceed6 per cent.

When the residentof Swedenis an individual, no refund of Ceylon Tax
deductedat sourcefrom suchdividend will be allowed.

(2) SwedishCouponTax chargedon dividendspaid by a companywhich
is a residentof Swedento a residentof Ceylon shall not exceed5 per cent.

(3) Where a companywhich is a residentof oneof the territoriesderives
profits or income from sourceswithin the other territory, there shall not be
imposedin that other territory any form of taxation on dividendspaid by the
companyto personsnot residentin that otherterritory, or any form of taxation
chargeablein connectionwith or in lieu of the taxation of dividends, or any
tax in the natureof an undistributedprofits tax on undistributedprofits of the
company, whetheror not those dividendsor undistributedprofits represent,
in whole or in part,profits or incomesoderived.

Article VII

A residentof oneof theterritorieswho doesnotcarryon atradeor business
in the other territory through a permanentestablishmentsituatedthereinshall
be exempt from tax in that other territory on gains from the sale, transferor
exchangeof capital assets(including the sale, transferor exchangeof patent
rights).

Article VIII
Any royalty or otheramountwhich is payableasconsiderationfor the use

of, or for the privilege of usingany copyrightor cinematographfilms andwhich
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is derivedfrom sourceswithin one of the territoriesby a residentof the other
territory who is subjectto tax in that other territory in respectthereofanddoes
not carry on a trade or businessin the first mentionedterritory through a
permanentestablishmentsituated therein, shall be exempt from tax in that
first mentionedterritory.

Article IX

(1) Remuneration,including pensions, paid by one of the Contracting
Governmentsto anyindividual for servic~esrenderedto thatContractingGovern-
ment in thedischargeof governmentalfunctionsshallbeexemptfrom tax in the
territory of theother ContractingGovernment,if the individual is not resident
in that territoryor (wherethe remunerationis not a pension)is residentin that
territory solely for the purposesof renderingthoseservices.

(2) The provisionsof this Article shall not apply to paymentsin respect
of servicesrenderedin connectionwith any trade or businesscarriedon by
either of the Contracting Governmentsfor purposesof profit.

Article X

(1) An individual who is a residentof Swedenshallbe exemptfrom Ceylon
tax on profits or remunerationin respectof personal(including professional)
servicesperformedwithin Ceylonin any yearof assessment,if

(a) he is presentwithin Ceylon for a period or periodsnot exceedingin the
aggregate183 daysduring that year, and

(b) the servicesai~eperformedfor or on behalfof a residentof Sweden,and

(c) the profits or remunerationare subjectto Swedishtax.

(2) ‘An individual who is a resklentof Ceylonshallbeexemptfrom Swedish
tax on profits or remunerationin respectof personal(including professional)
servicesperformedwithin Swedenin any yearof assessment,if

(a) he is presentwithin Swedenfor a period or periodsnot exceedingin the
aggregate183 daysduring thatyear,and

(b) theservicesareperformedfor or on behalfof a residentof Ceylon,and

(c) the profits or remunerationaresubject to Ceylon tax.

(3) The provisionsof this Article shallnot apply to the profits or remunera-
tion of public entertainerssuch as theatre,motion picture, radio or television
artistes,musiciansand professionalathletes.
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Article XI

(1) Any pension (other than a pension to which Article IX applies) or
annuity derivedfrom sourceswithin one of the territpries by an individual
who is a residentof the other territory andsubjectto tax in that otherterritory
in respectthereofshall be exempt from tax in the first mentionedterritory.

(2) The term “annuity” meansa statedsum payableperiodically at stated
timesduring life or during a specifiedor ascertainableperiodof time, underan
obligation to makethe paymentsin return for adequateandfull consideration
in moneyor money’sworth.

Article XII

A professoror teacherfrom one of the territories,who receivesremunera-
tion for teaching, during a period of residencenot exceedingtwo years, at a
university or other establishmentfor higher educationin the other territory,
shallbeexemptfrom tax in that otherterritory in respectof that remuneration.

Article Xiii

(1) A studentor businessapprenticefrom one of the territories who is
receivingfull-time educationor training in the other territory shallbe exempt
from tax in that other territory on paymentsmadeto him by personsin the
first-mentionedterritory for the purposesof this maintenance,educationor
training.

(2) A studentat a university or other establishmentfor higher education
in oneof theterritoriesaswell asabusinessapprenticefrom oneof theterritories
who for a periodor periodsnot exceedingin the aggregate100 daysin the year
of assessmentis employedin the other territory in order to gain a practical
experiencerequiredfor his educationor training shallbeexemptfrom tax in that
other territory on remunerationin respectof the employmentunless the re-
munerationexceeds2,000Swedishcrownsor the equivalentin Ceylon rupees.

Article XIV

(1) Incomefrom sourceswithin Swedenwhich under the laws of Sweden
and in accordancewith this Convention is subject to tax in Swedeneither
directly or by deductionshallbe exemptfrom Ceylontax, in all caseswhenin
the presentConventionhas not beenotherwiseprescribed.

No. 4561



100 United Nations — Treaty Series 1958

(2) Incomefrom sourceswithin Ceylon which under the laws of Ceylon
and in accordancewith this Conventionis subject to tax in Ceylon either
directly or by deductionshallbe exempt from Swedishtax, in all caseswhenin
the presentConventionhasnot beenotherwiseprescribed.

(3) The special tax payable in Sweden by public entertainerssuch as
theatre,motion picture, radio or television artistes,musiciansand professional
athletes (bevillningsavgiftfor vissa offentliga fOrestdllningar) shall be regarded,
for the purposesof this Article as Swedishtax.

(4) For the purposesof this Article, profits or remunerationfor personal
(including professional) servicesperformed in one of the territories shall be
deemedto be incomefrom sourceswithin that territory, andthe servicesof an
individual whoseservicesare wholly or mainly performed in ships or aircraft
operatedby a residentof oneof the territoriesshallbe deemedto be performed
in that territory.

(5) Thegraduatedrateof Swedishtax to beimposedon residentsof Sweden
andthegraduateçlrateof Ceylontax to beimposedon residentsof Ceylonmaybe
calculatedas though income exemptedunder this Conventionwere included
in the amountof the total income.

Article XV

(1) The competent authorities of the Contracting Governmentsshall
exchangesucli information (being information which is at their disposalunder
their respectivetaxation laws in the normal course of administration) as is
necessaryfor carrying out the provisionsof the presentConventionor for the
prevention of fraud or for the administrationof statutory provisions against
legal avoidancein relation to the taxes which are the subjectof the present
Convention. Any information so exchangedshall be treated as secret and
shall not be disclosedto any personsother than those concernedwith the
assessmentand collection of the taxeswhich are the subject of the present
Convention. No information as aforesaidshall be exchangedwhich would
discloseany trade,business,industrial or professionalsecretor tradeprocess.

(2) As used in this article and in Article XVII, the term “competent
authorities” means, in the case of Sweden,the Minister of Financeor his
authorized representativeand in the case of Ceylon, the Commissionerof
IncomeTax or his authorizedrepresentative.

Article XVI

(1) The residentsof oneof theterritoriesshallnot besubjectedin theother
territory to any taxation or any requirement connectedtherewith which is
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other,higheror moreburdensomethanthe taxationandconnectedrequirements
to which the residentsof thelatter territory areor maybe subjected.

(2) The enterprisesof one of the territories shallnot be subjectedin the
other territory, in respectof profits attributableto their permanentestablish-
mentsin that other territory, to any taxation which is other, higher or more
burdensomethan the taxation to which the enterprisesof that other territory,
and, in the case of companies,to which enterprisesof that other territory in-
corporatedin that other territory, are or may be subjectedin respectof the
like profits.

(3) In this Article the term “taxation” meanstaxes of every kind and
descriptionlevied on behalfof any authority whatsoever.

(4) Nothing in this Article shallbe construedas—

(a) obliging either of the Contracting Governmentsto grant, to personsnot
residentin its territory, thosepersonalallowances,reliefsandreductionsfor
tax purposeswhichare,by law, availableonly to personswho areso resident;

(b) affecting the additional rate of tax with which Article VI (1) is concerned.

Article XVII

(1) Any taxpayerwho shows that the action of the revenueauthoritiesof
the Contracting Governmentshas resultedor will result in double taxation
with respectto the taxeswhich are the subjectof the presentConventionmay
lodge a claim with the competentauthority in the territory of which he is a
resident. Shouldthe claim be upheld, that competentauthority may cometo
an agreementwith the competentauthority of the other territory with a view
to avoidanceof the doubletaxation.

(2) The competentauthoritiesof the ContractingGovernmentsmay like-
wise cometo an agreementfor the purposeof overcomingdouble taxation in
casesnot otherwiseprovidedfor by this Conventionas well asin the casewhere
the interpretationor the applicationof this Conventiongives rise to difficulties
or doubts.

Article XVIII

(1) The presentConventionshall be ratified by the ContractingGovern-
ments. Ratification by His Majesty the King of Swedenshall be subject to
the consentof the Riksdag.

(2) The instrumentsof ratification shall be exchangedat New Delhi as
soonas possible.
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(3) Upon exchange of ratifications the present Convention shall have
effect—

(a) In Sweden:
As respectstax on income which is assessedin or after the calendaryear
beginningon 1st January,1957, being income for which preliminarytax is
payableduring the period 1st March, 1956, to 28th February,1957; or any
succeedingperiod;

as respectscoupontax on dividendspayableon or after 1st January,1956.

(b) In Ceylon:
As respectsincome tax, for any year of assessmentbeginning on or after
1st April, 1957;
as respectsprofits tax, for any profits tax year beginning on or after
1st January,1956.

Article XIX

The present Conventionshall continue in effect indefinitely but either
of the ContractingGovernmentsmay, on or before the30thday of Junein any
calendaryear not earlier than the year 1960, give to the other Contracting
Governmentwritten notice of termination and, in such event, the present
Conventionshall ceaseto be effective—

(a) In Sweden:
As respectstax on incomefor which preliminarytax is payableafter the last
day of Februaryin the calendaryearnextfollowing that in which thenotice
is given;
as respectscoupontax on dividendspayableon or after 1st Januaryin the
calendaryear next following that in which the notice is given.

(b) In Ceylon:
As respectsincome tax,for any yearof assessmentbeginning on or after
1st April in the secondcalendaryearnext following that in which the notice
is given;
as respectsprofits tax, for any profits tax year beginning on or after
1st January in the calendaryearnext following that in which the notice
is given.
IN WITNESS WHEREOF the plenipotentiariesof Ceylon and Sweden have

signed the presentConventionandhaveaffixed theretotheir seals.
DONE at New Delhi in duplicate,in theEnglishlanguage,on the Eighteenth

day of May, 1957.

For the Government For the Royal Government
of Ceylon: of Sweden:

(Signed)G. S. PEIRIS (Signed)Alva MYRDAL
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