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No. 4818. AGREEMENT’ BETWEEN THE GOVERNMENT
OF THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND AND THE GOVERNMENT OF
CEYLON FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH
RESPECTTO TAXES ON INCOME. SIGNEDAT LONDON,
ON 26 JULY 1950

The Governmentof the UnitedKingdomof GreatBritain andNorthernIreland
andtheGovernmentof Ceylon,

Desiringto concludeanagreementfor the avoidanceof doubletaxationandthe
preventionof fiscal evasionwith respectto taxeson income,haveagreedas follows:

Article I

(1) The taxeswhich are the subjectof the presentAgreementare:

(a) In the UnitedKingdom of GreatBritain andNorthernIreland:
Theincometax (including sur-tax)andthe profits tax (hereinafterreferredto as
“United Kingdomtax”).

(b) In Ceylon:
Theincome tax andthe profits tax (hereinafterreferredto as “Ceylon tax”).

(2) The presentAgreementshall also apply to any other taxesof a substan-
tially similar characterimposedin the United Kingdom or Ceylon subsequentlyto
the dateof signatureof the presentAgreement.

Article II

(1) In the presentAgreement,unlessthecontextotherwiserequires:

(a) The term “United Kingdom” meansGreat Britain and Northern Ireland
excludingthe ChannelIslandsandthe Isle of Man;

(b) The terms“oneof the territories”and“the otherterritory” meantheUnited
Kingdom or Ceylon,as the contextrequires;

(c) The term “tax” meansUnited Kingdom tax or Ceylon tax, as the context
requires;

Cameinto force on 8 December1950, in accordancewith the provisionsof article XX.
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(d) Theterm“person” includesanybodyof persons,corporateor notcorporate;

(e) The term “company” meansany body corporatewhereverconstituted;

(f) The terms “resident of the United Kingdom” and “resident of Ceylon”
meanrespectivelyanypersonwho is residentin theUnitedKingdom for thepurposes
of UnitedKingdom tax andnot residentin Ceylon for the purposesof Ceylon tax,
and any personwho is residentin Ceylon for the purposesof Ceylon tax and not
residentin the United Kingdom for the purposesof United Kingdom tax; a com-
panyshall be regardedas residentin the United Kingdomif its businessis managed
and controlledin the United Kingdom andas residentin Ceylon if its businessis
managedandcontrolledin Ceylon;

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

(/i) The terms “United Kingdom enterprise”and “Ceylon enterprise” mean
respectivelyan industrial or commercialenterpriseor undertakingcarriedon by a
residentof the United Kingdom and an industrial or commercial enterpriseor
undertakingcarriedon by a residentof Ceylon,andtheterms“enterpriseof oneof the
territories”and“enterpriseof theotherterritory” meanaUnitedKingdomenterprise
or a Ceylonenterprise,as thecontext requires;

(1) The term “industrial or commercialprofits” includes, in particular,profits
from thebusinessof agriculture,mining,banking,insurance,life insuranceor dealing
in investments,and profits from rents or royalties in respectof cinematograph
films, but doesnot includeincomein the form of dividends,interest,rents,royalties
(otherthanrentsor royaltiesin respectof cinematographfilms), managementcharges,
or remunerationfor personalservices

(j) The term “permanentestablishment”whenusedwith respectto an enter-
prise in one of the territories meansa branch, management,factory, agricultural
or farming estate,mine, or fixed placeof business,and includesan agentthrough
whomanenterprisehabituallyentersinto businesstransactionsin thatotherterritory.
In this connection—

(i) An enterpriseof oneof the territoriesshall not be deemedto haveapermanent
establishmentin theotherterritorymerelybecauseit carrieson businessdealings
in that otherterritory througha bona fide broker acting in the ordinarycourse
of his businessassuch;

(ii) The fact that an enterpriseof one of the territoriesmaintains in the other
territory a fixed place of businessexclusively for the purchaseof goods or
merchandiseshallnotof itself constitutethat fixed placeof businessa permanent
establishmentof the enterprise
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(iii) The fact that a companywhich is a residentof one of the territorieshas a
subsidiarycompanywhich is a residentof the otherterritory or which carries
on a tradeor businessin that other territory (whetherthrough a permanent
establishmentor otherwise)shallnot of itself constitutethat subsidiarycom-
panya permanentestablishmentof its parentcompany.

(2) Whereunderthis Agreementany income is exemptfrom tax in oneof the
territories if (with or without otherconditions)it is subjectto tax in the otherterri-
tory, and that income is subject to tax in that other territory by referenceto the
amountthereofwhich is remittedto or receivedin thatotherterritory, theexemption
to be allowedunderthis Agreementin the first-mentionedterritory shall apply only
to the amountso remittedor received.

(3) In the applicationof the provisionsof the presentAgreementby oneof the
ContractingGovernmentsany term not otherwisedefinedshall, unlessthe context
otherwiserequires,havethe meaningwhich it has under the laws in force in the
territory of that ContractingGovernmentrelatingto the taxeswhich are the subject
of the presentAgreement.

Article III

(1) The industrial or commercialprofits of a United Kingdom enterpriseshall
nat be subjectto CeylonTax unlessthe enterprisecarrieson a tradeor businessin
Ceylonthrougha permanentestablishmentsituatedtherein. If it carrieson atrade
or businessas aforesaid,tax maybe imposedon thoseprofits by Ceylon butonly on
so much of them as is attributableto that permanentestablishment;providedthat
nothing in this paragraphshall affect the taxation of income from the businessof
insuranceunder the provisionsof the law of Ceylon at the dateof signatureof this
Agreement.

(2) The industrial or commercialprofits of a Ceylon enterpriseshall not be
subject to United Kingdomtax unlesstheenterprisecarrieson a tradeor businessin
the United Kingdom through a permanentestablishmentsituatedtherein. If it
carriesona tradeor businessasaforesaid,tax maybe imposedon thoseprofits by the
UnitedKingdom, but only on so much of them as is attributableto that permanent
establishment.

(3) Whereanenterpriseof oneof the territoriescarrieson a tradeor businessin
theotherterritory througha permanentestablishmentsituatedtherein,thereshallbe
attributed to that permanentestablishmentthe industrial or commercial profits
which it might be expectedto derivein thatother territory if it werean independent
enterpriseengagedin the sameor similar activitiesunderthe sameor similar condi-
tions and dealing at arm’s length with the enterpriseof which it is a permanent
establishment.

Provided that nothing in this paragraphshall affect the computationof the
profits derivedby a UnitedKingdomenterprisefrom the productionof teain Ceylon
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in accordancewith theprovisionsof the law of Ceylonat thedateof signatureof this
Agreement.

(4) No portion of any profits arising to an enterpriseof one of the territories
shall be attributed to a permanentestablishmentsituatedin the other territory
by reasonof themerepurchaseof goodsor merchandisewithin that other territory
by the enterprise.

Article IV

Where

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

(h) the samepersonsparticipatedirectly or indirectly in the management,control
or capitalof anenterpriseof one of theterritoriesandan enterpriseof theother
territory,

andin eithercase,conditionsare madeor imposedbetweenthe two enterprises,in
their commercialor financial relations,which differ from thosewhich would bemade
betweenindependententerprises,thenany profits which would but for thosecondi-
tions haveaccruedto oneof the enterprisesbut by reasonof thoseconditionshave
notsoaccruedmaybeincludedin theprofitsof thatenterpriseandtaxedaccordingly.

Article V

Notwithstandingtheprovisionsof Articles III andIV, profits which a resident
of one of the territoriesderives from operatingships or aircraft shall be exempt
from tax in theother territory.

Article VI

Wherea companywhich is aresidentof oneof the territoriesderivesprofits or
income from sourceswithin the other territory, thereshall not be imposedin that
other territory any form of taxationon dividendspaid by the companyto persons
notresidentin that otherterritory, or any form of taxationchargeablein connection
with or in lieu of thetaxationof dividends,or anytaxin thenatureof anundistributed
profits tax on undistributedprofits of the company,whetheror not thosedividends
or undistributedprofits represent,in wholeor in part, profits or incomesoderived.

Article VII

Any royalty or otheramountwhich is payableas considerationfor the useof,
or for the privilegeof usingany copyrightandwhich is derivedfrom sourceswithin
oneof the territoriesby a residentof the otherterritorywho is subjectto tax in that
other territory in respectthereof anddoesnot carry on atradeor businessin the
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first mentionedterritory througha permanentestablishmentsituatedtherein, shall
be exemptfrom tax in that first mentionedterritory.

Article VIII

A residentof oneof the territories who doesnot carryon a tradeor business
in the otherterritory through a permanentestablishmentsituatedthereinshall be
exemptfrom tax in that other territory on gainsfrom the sale,transferor exchange
of capitalassets.

Article IX

The additionalrateof tax chargeableunderSection20 (7) of the CeylonIncome
Tax Ordinanceon companieswhose sharesare not movable propertysituate in
Ceylon for the purposesof the law relatingto estateduty shall not, in the caseof
companieswhich are residentsof the United Kingdom, exceed6 percent.

Article X

(1) Remuneration,including pensions,paid by oneof the ContractingGovern-
ments to any individual for servicesrenderedto that ContractingGovernmentin
the dischargeof governmentalfunctionsshall be exempt from tax in the territory
of the otherContractingGovernment,if the individual is not ordinarily residentin
that territory or (wherethe remunerationis nota pension)is ordinarily residentin
that territorysolely for the purposesof renderingthoseservices.

(2) The provisions of this Article shall not apply to paymentsin respectof
servicesrenderedin connectionwith any tradeor businesscarriedon by eitherof
the ContractingGovernmentsfor purposesof profit.

Article XI

(1) An individual who is a residentof the United Kingdomshallbe exemptfrom
Ceylontax on profits or remunerationin respectof personal(including professional)
servicesperformedwithin Ceylonin any yearof assessment,if

(a) he is presentwithin Ceylonfor a periodor periodsnot exceedingin theaggregate
183 daysduring that year,and

(b) theservicesare performedfor or on behalfof a residentof the United Kingdom,
and

(c) the profits or remunerationare subject to UnitedKingdom tax.
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(2) An individual who is a residentof Ceylon shall be exempt from United
Kingdomtax onprofits or remunerationin respectof personal(includingprofessional)
servicesperformedwithin the United Kingdom in any yearof assessment,if

(a) he is presentwithin the United Kingdom for a period or periodsnot exceeding
in theaggregate183 daysduring that year,and

(b) theservicesare performedfor or on behalfof a residentof Ceylon, and

(c) theprofits or remunerationare subjectto Ceylontax.

(3) Theprovisionsof this Article shall not apply to the profits or remuneration
of public entertainerssuch as theatre,motion picture or radio artists, musicians
andathletes.

Article XII

(1) Any pension (other thana pensionto which Article X applies) or annuity
derivedfrom sourceswithin oneof the territoriesby anindividual who is a resident
of theotherterritoryandsubjectto tax in that otherterritory in respectthereofshall
be exempt from tax in the first-mentionedterritory.

(2) The term“annuity” meansastatedsumpayableperiodicallyat statedtimes
during life or during a specifiedor ascertainableperiod of time, underan obligation
to make the paymentsin return for adequateand full considerationin money or
money’sworth,

Article XIII

A professoror teacherfrom oneof the territories,who receivesremunerationfor
teaching, during a period of temporary residencenot exceedingtwo years, at a
university, college, school or other educationalinstitution in the other territory,
shall be exempt from tax in that other territory in respectof that remuneration.

Article XIV

A studentor businessapprenticefrom one of the territories who is receiving
full-time educationor training in theotherterritoryshallbeexemptfrom tax in that
otherterritory on paymentsmadeto him by personsin the first-mentionedterritory
for the purposesof his maintenance,educationor training.
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Article XV

(1) Nothing in thisAgreementshall be construedas affectingrelief from United
Kingdom income tax under the provisionsof Section 24 of the United Kingdom
FinanceAct, 1920.

(2) Nothing in this Agreementshallbe construedasaffectingrelief from Ceylon
incometax undertheprovisionsof Section45 (2) of theCeylonIncomeTaxOrdinance.

Article XVI

(1) Subject to the provisionsof the law of the United Kingdom regardingthe
allowanceas a credit againstUnited Kingdom tax of tax payablein a territory
outsidethe United Kingdom, Ceylontax payable,whetherdirectly or by deduction,
in respectof incomefrom sourceswithin Ceylon shallbe allowedasa credit against
anyUnitedKingdom tax payablein respectof that income.

Wheresuchincomeisanordinarydividendpaidby acompanywhich is aresident
of Ceylon, thecreditshalltakeinto account(in additionto anyCeylontax appropriate
to the dividend) the Ceylon tax payablein respectof its profits by the company
paying the dividend, and where it is a dividend paid on participatingpreference
sharesandrepresentingboth a dividend at the fixed rate to which the sharesare
entitled andan additionalparticipationin profits, theCeylontax sopayableby the
companyshalllikewise be takeninto accountin so far as the dividend exceedsthat
fixed rate.

(2) Subjectto suchprovisions(whichshallnotaffectthegeneralprinciplehereof)
as may be enactedin CeylonUnited Kingdomtax payable,whetherdirectly or by
deduction,in respectof income from sourceswithin the United Kingdom shall be
allowedas a credit againstany Ceylon tax payablein respectof that income.

Wheresuch income is an ordinary dividend, paid by a companywhich is a
residentof the United Kingdom, the credit shall takeinto account(in addition to
any United Kingdomincome tax appropriateto the dividend) the United Kingdom
profits tax payablein respectof its profits by the companypaying the dividend,
andwhereit is a dividend paid on participatingpreferencesharesandrepresenting
bothadividend at the fixed rateto which the sharesare entitled andan additional
participationin profits, the UnitedKingdom profits tax so payableby the company
shall likewisebe takeninto accountin sofar asthe dividendexceedsthat fixed rate.

(3) Wheretax is imposedby bothContractingGovernmentson incomederived
from sourcesoutsidebothCeylonandtheUnitedKingdomby a personwho is resident
in Ceylon for the purposesof Ceylontax andis also residentin the United Kingdom
for the purposesof United Kingdom tax, thereshall be allowed againstthe tax
imposedby eachContractingGovernmentacredit which bearsthe sameproportion
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to the amountof that tax (as reducedby any creditallowedin respectof tax payable
in the territory from which the incomeis derived)or to the amountof tax imposed
by the otherContractingGovernment(reducedas aforesaid),whicheveris the less,
as the former amount (beforeany suchreduction)bearsto thesum of bothamounts
(beforeany suchreduction).

(4) For the purposesof this Article, profits or remunerationfor personal(in-
cluding professional)servicesperformedin one of the territories shall be deemed
to be income from sourceswithin that territory, and the servicesof an individual
whoseservicesare wholly or mainly performedin ships or aircraft operatedby a
residentof oneof the territoriesshallbe deemedto be performedin that territory.

(5) WhereCeylonincometax ispayablefor a yearforwhich thisAgreementhas
effect in respectof any income in respectof which United Kingdom income tax is
payablefor a yearprior to the yearbeginningon the 6th April, 1950, then—

(a) in the caseof a personresidentin Ceylon, the Ceylonincome tax shall, for the
purposesof paragraph(2) of this Article, be deemedto be reducedby theamount
of any relief allowable in respect thereof under the provisions of Section 27
of the United Kingdom FinanceAct, 1920;and

(b) in the caseof a personresidentin the UnitedKingdom, theprovisionsof Section
45 (1) of the CeylonIncomeTax Ordinanceshall apply for the purposesof the
allowanceof relief from Ceylonincometax.

Article XVII

(1) The taxation authoritiesof the Contracting Governmentsshall exchange
suchinformation (beinginformation which is at their disposalundertheir respective
taxation laws in the normal courseof administration)as is necessaryfor carrying
out theprovisionsof the presentAgreementor for thepreventionof fraud or for the
administrationof statutory provisions againstlegal avoidancein relation to the
taxeswhicharethesubjectof thepresentAgreement. Any information soexchanged
shall betreatedas secretandshallnotbe disclosedto any personsotherthan those
concernedwith the assessmentandcollection of the taxeswhich are the subjectof
the presentAgreement. No information as aforesaidshall be exchangedwhich
would discloseany trade,business,industrial or professionalsecretor tradeprocess.

(2) As usedin this Article, the term “taxation authorities” means,in the case
of the United Kingdom, the Commissionersof Inland Revenueor their authorised
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representative; in the caseof Ceylon, the Commissionerof IncomeTax or hisauthor-
ised representative;and,in thecaseof any territory to which thepresentAgreement
is extendedunderArticle XIX, the competentauthority for the administration
in suchterritory of the taxesto which the presentAgreementapplies.

Article XVIII

(1) The residentsof one of the territoriesshall not be subjectedin the other
territory to any taxation or any requirementconnectedtherewithwhich is other,
higheror moreburdensomethan the taxationandconnectedrequirementsto which
the residentsof the latter territory are or may be subjected.

(2) The enterprisesof oneof the territoriesshall not besubjectedin the other
territory, in respectof profits attributableto their permanentestablishmentsin that
other territory, to any taxationwhich is other,higheror moreburdensomethan the
taxationto which theenterprisesof thatotherterritory,and,in thecaseof companies,
to which enterprisesof that other territory incorporatedin that otherterritory, are
or may be subjectedin respectof the like profits.

(3) In thisArticle theterm “taxation” meanstaxesof every kind anddescription
leviedon behalfof any authority whatsoever.

(4) Nothingin thisArticle shall be construedas—

(a) obliging eitherof the ContractingGovernmentsto grant to personsnot resident
in its territory, thosepersonalallowances,reliefsandreductionsfor tax purposes
which are,by law, avail~bleonly to personswho are so resident.

(b) affectingthe additionalrate of tax with which Article IX is concerned.

Article XIX

(1) The presentAgreement may be extended,either in its entirety or with
modifications, to any territory to which this Article applies and which imposes
taxessubstantiallysimilar in characterto thosewhich are the subjectof the present
Agreementand any such extensionshall take effect from such dateand subject
to suchmodificationsandconditions(including conditionsas to termination)as may
be specifiedand agreedbetweenthe ContractingGovernmentsin notes to be ex-
changedfor this purpose.

(2) Theterminationin respectof Ceylonor the UnitedKingdom of the present
Agreement underArticle XXI shall, unless otherwiseexpresslyagreedby both
ContractingGovernments,terminatethe application of the presentAgreementto
any territory to which the Agreementhasbeenextendedunderthis Article.
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(3) Theterritoriesto which this Article appliesare—
(a) in relationto theUnited Kingdom:

Any territory other than the United Kingdom for whoseinternationalrelations
the United Kingdomis responsible;

(b) in relationto Ceylon

Any territory other than Ceylon for whoseinternational relations Ceylon is
responsible.

Article XX

The presentAgreementshall comeinto force on thedateon which thelastof all
suchthingsshall havebeendonein theUnitedKingdomandCeylonas arenecessary
to givetheAgreementtheforceof law in theUnitedKingdomandCeylonrespectively,
andshall thereuponhaveeffect—

(a) In the United Kingdom:
as respectsincome tax, for any year of assessmentbeginning on or after the
6th April, 1950;
as respectssur-taxfor anyyearof assessmentbeginningon or afterthe6thApril,
1949;and
as respectsprofits tax in respectof the following profits—

(i) profits arising in any chargeableaccountingperiod beginningon or after
the 1st April, 1950;

(ii) profits attributableto so much of any chargeableaccountingperiodfalling
partly beforeandpartyafter that dateas falls after that date;

(iii) profits not so arising or attributableby referenceto which income tax is,
or but for the presentAgreementwould be chargeablefor any year of
assessmentbeginningon or after 6thApril, 1950;

(b) In Ceylon
as respectsincome tax, for any year of assessmentbeginning on or after the
1st April, 1950;
as respectsprofits tax, in respectof thefollowing profits—

(i) profits arisingin any accountingperiodbeginningon or after the 1st April,
1950;

(ii) profits attributable to so much of any accounting period falling partly
beforeandpartly after that dateas falls after that date;

(iii) profits not so arisingor attributableby referenceto which income tax is,
or but for the presentAgreementwould be, chargeablefor any year of
assessmentbeginningon or afterthe 1st April, 1950.
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Article XXI

The presentAgreementshall continuein effect indefinitely but either of the
Contracting Governmentsmay, on or before the 30th Junein any calendaryear
not earlier than the year 1954, give to the otherContractingGovernmentwritten
notice of termination and, in such event, the presentAgreementshall ceaseto be
effective—

(a) In the UnitedKingdom:

as respectsincome tax for any year of assessmentbeginning on or after the

6th April in the calendaryearnext following that in which the notice is given;

asrespectssur-taxfor anyyearof assessmentbeginningon or afterthe6thApril
in the calendaryear in which the notice is given; andas respectsprofits tax in

respectof the following profits—

(i) profits arising in any chargeableaccountingperiod beginning on or after
the 1st April in the calendaryearnext following that in which the notice
is given;

(ii) profits attributableto so much of any chargeableaccountingperiodfalling
partly beforeandpartly after that dateasfalls afterthatdate;

(iii) profits not so arisingor attributableby referenceto which income tax is
chargeablefor any yearof assessmentbeginning on or after the 6th April
in that next following calendaryear;

(b) In Ceylon:
as respectsincome tax for any year of assessmentbeginning on or after the
1st April in the calendaryearnext following that in which the notice is given;

as respectsprofits tax, in respectof the following profits—

(i) profits arising in any accountingperiodbeginningon or after the 1st April
in the calendaryearnext following that in which the notice is given;

(ii) profits attributable to so much of any accountingperiod falling partly
beforeandpartly after that dateas falls after that date;

(iii) profits not so arisingor attributableby referenceto which income tax is
chargeablefor any year of assessmentbeginningon or after the 1st April
in that next following calendaryear.
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IN WITNESS WHEREOFthe undersigned,duly authorisedtheretohavesignedthe
presentAgreementandhaveaffixed theretotheir seals.

DONE at London in duplicate,on the twenty-sixthday of July, one thousand
ninehundredandfifty.

For the Governmentof the United Kingdom of GreatBritain
andNorthernIreland:

(Signed) Stafford CRIPPS

For the Governmentof Ceylon:
(Signed) 0. E. GOONETILLEKE
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