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CONVENTION BETWEEN THE GOVERNMENT OF JAPAN AND

THE GOVERNMENT OF CEYLON FOR THE AVOIDANCE OF

DOUBLE TAXATION AND THE PREVENTION OF FISCAL
EVASION WITH RESPECT TO TAXES ON INCOME

The Government of Japan and the Government
of Ceylon,

Desiring to conclude a Convention for the
avoidance of double taxation and the preven-
tion of fiscal evasion with respect to taxes
on income,

Have agreed as follows:

Article I

(1) The taxes which are the subject of the
present Convention are:

(a) in Japan:

the income tax and the corporation
tax
(hereinafter referred to as "Japancse
tax")s

(b) in Ceylon:

the income tax
(hereinafter referred to as
tax"),

"Ceylon

(2) The present Convention shall also apply
to any other taxes of a substantially similar
character to those referred to in the preced-
ing paragraph imposed in Japan or Ceylon
subsequently to the date of signature of the
present Convention,
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Article 11

(1) 1In the present Convention, unless the
context otherwise requires:

(a) the term "Japan" when used in a geo-
graphical sense means all the territory
in which the laws relating to Japanese
tax are enforced:

(b) the terms "one of the territories”" and
"the other territory" mean Japan or
Ceylon, as the context requires;

(¢) the term "Contracting State" means
Japan or Ceylon, as the context
requires;

(d) the term "tax" means Japanese tax or
Ceylon tax, as the context requires:

(e) the term "person" includes any body of
persons, corporate or not corporates;

(f) the term "company”" means any body
corporate and any entity which is
treated as a body corporate for tax
purposes;

(g) the terms "resident of Japan” and
"resident of Ceylon" mean respectively
any person who is resident in Japan
for the purposes of Japanese tax and
not resident in Ceylon for the purposes
of Ceylon tax, and any person who is
rcsident in Ceylon for the purposes of
Ceylon tax and not resident in Japan
for the purposes of Japanese tax, A
company shall be regarded as resident
in Japan if it has its head or main
office in Japan and is not managed and
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(i)

()

controlled in Ceylon and is not in-
corporated under the laws of Ceylon;i a
company shall be regarded as resident
in Ceylon if either it is incorporated
under the laws of Ceylon or its busi-
ness is managed and controlled in
Ceylon, and in either case it does not
have its head or main office in Japang

the terms "Japanese enterprise” and
"Ceylon enterprise” mean respectively
an industrial or commercial enterprise
or undertaking carried on by a resident
of Japan and an industrial or commer-
cial enterprise or undertaking carried
on by a resident of Ceylon; and the
terms "enterprise of one of the terri-
tories" and "enterprise of the other
territory" mean a Japanese enterprise
or a Ceylon enterprise, as the context
requires;

the term "industrial or commercial
profits" includes profits from the
business of agriculture, fishing,
mining, banking, insurance, dealing in
investments, and profits from rents or
royalties in respect of cinematograph
films, but does not include income in
the form of dividends, interest, rents,
royalties (other than rents or royal-
ties in respect of cinematograph
films), management charges, or remuner-
ation for personal services}

the term "permanent establishment”

when used with respect to an enterprise
of one of the territories means a
branch, management,K factory or other
fixed place of business, an agricultar-
al or farming estate, a mine,  quarry

or any other place of natural resources
subject to exploitation, and a con-

Y
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struction or assembly project or the
like the duration of which exceeds 183
dayss it does not include an agency
unless the agent has, and habitually
exercises, a general authority to nego-
tiate and conclude contracts on behalf
of the enterprise or has a stock of
merchandise from which he regularly
fills orders on its behalf,

In this connection -

(aa) an enterprise of one of the
territories shall not be decmed
to have a permanent establishment
in the other territory merely
because it carries on business
dealings in that other territory
through a bona fide broker,
general commission agent or any
other agent of a genuinely inde-
pendent status, where such persons
are acting in the ordinary course
of their business as such:

(bb) the fact that an enterprisc of one
of the territeries maintains in
the other territory a fixed place
of business or any agent exclu-
sively for the purchase of goods
or merchandise shall not of it-
self constitute that fixed place
of business or that agent a
permanent establishment of the
enterprise;

(ce) the fact that a company which is
a resident of one of the terri-
tories has a subsidiary company
which is a resident of the other
territory or which carries on a
trade or business in that other
territory (whether through a



WL BEMRPAQ N UUTEM oM SO

2 [HEEBQANE | v mKEN QO SyYE” KEXKH
HNEREEIPLOQEPVOLHITMYS ST Py N0
P REE<EBIWS o

| ROERNY L SWYUOKRORRYRMEE R QBN
NO¥RVEYHBYIPY SHIERYE XEYHSRYE
B wigwEv {7 YPOERY L SHiERSHEL Y
QHRORKBLVAVHEBYRA 2O & S im0 iBfw
AN Q2 Q A0 °

w1

| ROEXCOEHO MK IXTEFHORER ROV Y’
PO EKRERQEELY 90 HHERNWE DY MRBIR
CQEEIVEKXUHKOEOHONM B MNBROER
MESVEBURULSSS | ROERQOUHKR/EROERK
M0l LHEMWE O MNEIRO B R b ik e T #h K
WEMOREY L VORBYERDY YOHLKERBMNEY
SR BEREOSP O MNEROEEN K SVEBNE
PO VRP RS KNPSO VORHEE EEEKKIOHEC
FENYVQHEROMAQOmNE KLY v o N OHEOREN
EOVEHRAOV VN RBIHEL2 QP EM SO

Yo N VORE (E%) &

permanent establishment or other-
wise) shall not of itself consti-
tute that subsidiary company a
permanent establishment of its
parent company,

(k) the term "competent authorities" means
in the case of Japan the Minister of
Finance or his authorized representa-
tives: and in the case of Ceylon the
Commissioner of Inland Revenue,

(2) In the application of the provisions of
the present Convention in one of the terri-
tories any term not otherwise defined in the
present Convention shall, unless the context

otherwise requires, have the meaning which it
has under the laws in force in that territory
relating to the taxes which are the subject
of the present Convention,

Article IIX

(1) The industrial or commercial profits of an
enterprise of one of the territories shall not
be subject to tax in the other territory un-
less the enterprise carries on a trade or
business in that other territory through a
permanent establishment situated therein, If
it carries on a trade or business in that
other territory through a permanent establish-
ment situated therein, tax may be imposed on
those profits in that other territory but only
on so much of them as is attributable to that
permanent establishment: provided that nothing
in this paragraph shall affect the ascertain-
ment of profits from the business of insurance
in accordance with the provisions of the law
of Ceylon at the date of signature of the
present Convention,
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(2) Where an enterprise of one of the terri-
tories carries on a trade or business in the
other territory through a permanent establish-
ment situated therein, there shall be attri-
buted to that permanent establishment the
industrial or commercial profits which it
might be expected to derive in that other
territory if it were an independent enter-
prise engaged in the same or similar activi-
ties under the same or similar conditions and
dealing at arm's length with the enterprise

of which it is a permanent establishment: pro-
vided that nothing in this paragraph shall
affect the computation of the profits derived
by a Japanese enterprise from the production
of tea or other agricultural product in Ceylon
in accordance with the provisions of the law
of Ceylon at the date of signature of the
present Convention,

(3) No portion of any profits arising to an
enterprise of one of the territories shall
be attributed to a permanent establishment
situated in the other territory by reason of
the mere purchase of gocods or merchandise

within that other territory by the enterprise,

Article IV

Where

(a) an enterprise of one of the territories
participates directly or indirectly in
the management, control or capital of
an enterprise of the other territory,

cr

the same persons participate directly
or indirectly in the management,
control or capital of an enterprise of
one of the territories and an enter-
prise of the other territory, )
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and in either case, conditions are made or
imposed between the two enterprises, in their
commercial or financial relations  which
differ from those which would be made between
independent enterprises, then any profits
which would but for those conditions have
accrued to one of the enterprises but by
reason of those conditions have not so
accrued may be included in the profits of
that enterprise and taxed accordingly,

Article V

(1) When a resident of Japan, operating ships
or aircraft, derives profits from Ceylon
through such operations carried on in Ceylon,
such profits may be subject to tax in Japan
as well as in Ceylon: but the tax so charge-
able in Ceylon shall be reduced by an amount
equal to 50 per cent thereof,

(2) When a resident of Ceylon, operating ships
or aircraft, derives profits m«oa Japan
through w:n: operations carried on in Japan,
such profits may be subject to tax in Omw_a:
as well as in Japan: but the tax so charge-
able in Japan shall be reduced by an amount
equal to 50 per cent thereof,

Article VI

(1) Dividends paid by a company resident ijn
Ceylon to a company resident in Japan shall

<
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be exempt from all Ceylon tax other than the
Ceylon income tax on the company which pays
the dividends and other than the additional
tax referred to in sub-section (4) of section
26 of the Ceylon Inland Revenue Act on
companies whose shares are not movable pro-
perty situated in Ceylon for the purposes of
the law of Ceylon relating to Estate Duty: but
the rate of this last-mentioned additional
tax shall not, in the case of companies
resident in Japan, exceed 6 per cent,

(2) The rate of Japanese tax on dividends
which are paid by a company resident in Japan
to a company resident in Ceylon shall not
exceed 20 per cent,

(3) The amount of tax which a company resident
in Ceylon is authorized to deduct by virtue

of sub-section (1) of section 27 of the Ceylon
Inland Revenue Act from any dividends paid
shall be refunded to a company resident in
Japan in the case where such dividends are
paid by a company referred to in sub-section
(1) of section 6 of the said Act and such
dividends are paid out of the taxable income
of that company of any of the five years
immediately subsequent to the period for which
profits are exempted under sub-section (2) of
section 6 of the said Act, provided that not
less than 10 per cent of the shares of the
company which pays the dividends are held

by one or more residents of Japan,

(4) Tne provisions of paragraphs (1), (2) and
(3) of this Article shall not apply where a
resident of one of the territories has a
permanent establishment in the other terri-
tory, and the dividends are attributable to
that permanent establishment: in such event
the provisions of Article II11 of the present
Convention shall be applicable,
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(5) Where a company which is a resident of
one of the territories derives profits or
income from sources within the other terri-
tory, there shall not be imposed in that
other territory any form of taxation on
dividends paid by the company to persons

not resident in that other territory, or any
tax in the nature of an undistributed pro-
fits tax on undistributed profits of the
company, whether or not those dividends or
undistributed profits represent, in whole or
in part, profits or income so derived,

Article VII

(1) Interest received by any banking institu-
tion which is a resident of one of the terri-
tories shall be exempt from tax in the other
territory,

(2) Interest receivable on bonds, debentures,
deposits or loans may be subject to tax in
the territory in which the debtor resides,
provided that profits and income derived by
the Government of Japan, either directly or
through any agency of that Government, or by
any such body of persons or company resident
in Japan as may be approved by the Government
of Ceylon from aid granted in money, goods or
services or any other form by the Government
of Japan or that body or company to the
Government of Ceylon shall be exempt from
Ceylon tax,

(3) The provisions of this Article shall not
apply where a resident of one of the terri-
tories has a permanent establishment in the
other territory, and such items of income as
are dealt within this Article are attribut-
able to that permanent establishments; in such

<N
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event the provisions of Article III of the
present Convention shall be applicable,

Article VIII

(1) Any royalty or other amount which is pay-
able as consideration for the use of or for
the right to use, any copyright or cinemato-
graph films and which is derived from sources
within one of the territories by a resident
of the other territory shall be exempt from
tax in that first-mentioned territory,

(2) Any royalty or other amount which is
payable as consideration for the use of, or
for the right to use, any patents, designs

or models, plans, secret processes or
formulae, trade marks and other like property
and rights, and which is derived from sources
within one of the territories by a vesident
of the other territory may be subject to tax
in the first-mentioned territory, but the

tax so chargeable shall be reduced by an
amount equal to 50 per cent thereof, There
shall be treated as royalties all rents and
similar payments received as consideration
for the use of  or for the right to use,
industrial, commercial or scientific equip-
ment,

(3) The provisions of this Article shall not
apply where a resident of one of the terri-
tories has a permanent establishment in the
other territory, and such items of income as
are dealt with in this Article are attri-
butable to that permanent establishment; in
such event the provisions of Article 111 of
the present Convention shall be applicable,
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fer or exchange of patent rights),
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. Article shall not apply to the gains derived
HEROHPCEEL O SP - EEOIMSO from the sale, transfer or exchange of stocks,

shares, bonds and debentures,
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@ o establishment: in such event the provisiouns
of Article III of the present Convention
shall be applicable,
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ment) of Ceylon, or paid out of funds created
by such Government or to which such Govern-
ment contributes, to any individual for
services rendered shall be exempt from tax

in Japan, unless the individual is a national
of Japan or is admitted to Japan for permanent
residence therein,

(3) The provisions of this Article shall not
apply to payments in respect of services in
connection with any trade or business carried
on for purposes of profit,

Article XI

(1) Profits or remuneration from professional
seryices (including services as a director)

or an employment, earned by an individual who
is a resident of one of the territories, may
also he taxed in the other territory, but only
if the activities are performed in that other
territory,

(2) An individual who is a resident of Japan
shall be exempt from Ceylon tax on profits or
remuneration in respect of personal (including
professional) services performed within Ceylon
in any year of assessment, if

(a) he is present within Cevlion for a
period or periods not exceeding in
the aggregate 183 days during that
year, and

(b) the services are performed for or on

behalf of a resident of Japan, and
(c) the profits or remuneration are subject
to Japanese tax,
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(3) An individual who is a resident of Ceylon
shall be exempt from Japanese tax on profits
or remuneration in respect of personal (in-
cluding professional) services performed
within Japan in any taxable year, if

(a) he is present within Japan for a period
or periods not exceeding in the aggre-
gate 183 days during that year  and

(b) the services are performed for or on

behalf of a resident of Ceylon, and
(c) the profits or remuneration are subject
to Ceylon tax,

(4) Where an individual permanently or pre-
dominantly performs services in ships or air-
craft operated by an enterprise of one of

the territories such services shall be deemed
to be performed in that territory,

(5) The provisions of paragraphs (2) and (3)
of this Article shall not apply to the profits
or remuneration of public entertainers such

as theatre, motion picture, radio or tele-
vision artistes, muscians and professional
athletes,

Article XII

Any pension and other similar remuneration
(other than those to which Article X of the
present Convention applies), derived from
sources within one of the territories by an
individual who is a resident of the other
territory in respect of past employment shall
be exempt from tax in the first-mentioned
territory,

<y



o) VQEE (B¥) &€
®A- 1%

T ROERQOOKFEXEREL” 2ROERRLQ | YR
ROREKH HEVODORIEER QOQ 1SN S
EYQOSVORREY s VR OOREERY L IVREXY
EHRMEHOYQMKEROBERENRR 02O O g W
OREXCERYEHAFCEEYRY” MIRNIRNOER YL W
HE SN CRE” BREMuN SO

R
S I ROERAOQOELL 20 .00

5 BROERLS | HEYRLOR KM S EHhREO
HuoWwr

Hr sk O omminy o

TR MR HEHOVERIEOBELLOOH VOV R
PO GERO HRQ0KEE” whamil O SBE ¢ O W
Epvowr

MNEROBERLY | HENBEHA0»2QH Q20N D

W IR EROERE L SYEBNREW K0

T R R @ BERXEREQYLOEZKOONK
&

E e I oBE

(e} (b)

AN
A

Article XIII

A professor or teacher from one of the
territories, who visits the other territory
at the invitation for a period not exceeding
two years of a recognised university, college,
school or other educational institution in
the other territory for the purposes of
teaching or engaging in research at such
educational institution, shall not be subject
to tax for a period not exceeding two years
in that other territory in respect of remu-
neration for such teaching or research,

Article XIV

(1) An
who is
territory

individual from one of the territories
temporarily present in the other
solely

(a) as a student at a recognised univer-
sity, college or school in that other

territory,
(b) as a business

(c)

apprentice, or

as the recipient of a grant, allowance
or award for the primary purpose of
study or research from a religious,
charitable, scientific or educational
organisation

shall be exempt from tax in that other terri-
tory in respect of

(i) remittances from abroad for the pur-
poses of his maintenance, education,
study, research or training;

(ii) the grant, allowance or award; and
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(iii) remuneration for personal services in
that other territory not exceeding
the sum of 360,000 Yen or its equiva-
lent sum in Ceylon currency, during
any year of assessment or taxable

year, as the case may be,

(2) An individual from one of the territories
who is temporarily present in the other
territory for a period not exceeding one year,
as an employee of, or under contract with,

an enterprise of the former territory or an
organisation referred to in sub-paragraph (c¢)
of paragraph (1) of this Article, solely to
acquire technical, professional or business
experience from a person other than such
enterprise or organisation, shall not be
subject to tax in that other territory in
respect of remuneration for such period for
his services directly related to the acquisi-
tion of such experience unless the amount
thereof exceeds 1,000,000 Yen or its equi-
valent in Ceylon currency,

(3) An individual from one of the territories
temporarily present in the other territory
under arrangements with the Government of

that other territory or any agency or instru-
mentality thereof solely for the purpose of
training, research or study shall not be
subject to tax in that other territory in
respect of remuneration received on account

of such training, research or study,

Article XV

(1) The laws in force in either of the terri-
tories shall continue to govern the taxation
of income in the respective territories except
where express provisions to the contrary are
made in the present Convention,

<R
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(2) (a) Subject to the provisions of the law
of Japan regarding the allowance as a credit
against Japanese tax of tax payable in any

country other than Japan, Ceylon tax payable
under the law of Ceylon and in accordance

with the provisions of the present Convention,
whether directly or by deduction, in respect
of income derived from Ceylon shall be allowed
as a credit against Japanese tax, Where a
resident of Japan receives dividends paid by a
company resident in Ceylon, Ceylon tax deduct-
ible under the provisions of sub-section (4)
of section 26 and sub-section (1) of section
27 of the Ceylon Inland Revenue Act shall be
treated as tax payable by such a resident of
Japan in respect of such dividends,

(b) For the purposes of credit referred to
in sub-paragraph (a) of this paragraph,

(i) there shall be deemed to have been paid
by a company resident in Japan, in
respect of dividends received by that
company from a company resident in
Ceylon, as is referred to in sub-
section (1) of section 6 of the Ceylon
Inland Revenue Act and not less than
10 per cent of the shares of which are
held by one or more residents of Japan,
the amount of Ceylon tax that would be
payable if the provisions of sub-
section (3) of section 6 of the said
Act did not applys

there shall be deemed not to have been
refunded, in respect of dividends to
which the provisions of paragraph (3)
of Article VI of the present Convention
apply, the amount of Ceylon tax re-
funded under the said provisions of

the present Convention:

(ii)
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SN WA 2 QU400 Inland Revenue Act subsequent to the date of
signature of the present Convention did not
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