SEVENTEENTH CONGRESS OF THE REPUBLIC )
OF THE PHILIPPINES )
Second Regular Session )

SENATE

COMMITTEE REPORT NO. 239
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Submitted by the Committee on Foreign Relations OF EB -7 2018 - 7 P252

Re: P.S.Res.No. 617 , prepared by the Committee .
Recommending its approval without amendment. R \éﬁ\

Sponsor: Sen. Loren Legarda

MR. PRESIDENT:

The Committee on Foreign Relations, to which was referred the Convention,
entitled:

CONVENTION
BETWEEN THE GOVERNMENT OF THE REPUBLIC OF THE PHILIPPINES AND
THE GOVERNMENT OF THE SOCIALIST REPUBLIC OF SRI LANKA FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL
EVASION WITH RESPECT TO TAXES ON INCOME

has considered the same and has the honor to report it back to the Senate with the
recommendation that Proposed Senate Resolution No. 617 , prepared by the
Committee, entitled:

RESOLUTION
CONCURRING IN THE RATIFICATION OF THE CONVENTION
BETWEEN THE GOVERNMENT OF THE REPUBLIC OF THE PHILIPPINES AND
THE GOVERNMENT OF THE SOCIALIST REPUBLIC OF SRI LANKA FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL
EVASION WITH RESPECT TO TAXES ON INCOME

be approved without amendment.

Respectfully submitted:
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SEVENTEENTH CONGRESS OF THE REPUBLIC )
OF THE PHILIPPINES )
Second Regular Session )

SENATE

P.S.RES.NO. 617

Prepared by the Committee on Foreigff Relations ~

RESOLUTION ——~QL

CONCURRING IN THE RATIFICATION OF THE CONVENTION
BETWEEN THE GOVERNMENT OF THE REPUBLIC OF THE PHILIPPINES AND
THE GOVERNMENT OF THE SOCIALIST REPUBLIC OF SRI LANKA FOR THE

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

I~

=
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WHEREAS, the Constitution, Article 7, Section 21, states: "No treaty or international
agreement shall be valid and effective unless concurred in by at least two-thirds of all the
members of the Senate";

WHEREAS, the Convention between the Government of the Republic of the Philippines
and the Government of the Socialist Republic of Sri Lanka for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with Respect to Taxes on Income was signed on 11
December 2000 in Manila, Philippines;

WHEREAS, the Convention covers persons who are residents of one or both of the
Contracting Parties with respect to the application of taxes on income and on capital imposed on
behalf of a Contracting State or any of its political subdivisions or local authorities, irrespective
of the manner in which they are levied;

WHEREAS, the Convention promotes international trade and investment, primarily by
allocating taxing jurisdiction between the Contracting States to eliminate or mitigate double
taxation on income;

WHEREAS, the Convention aims to permit the Contracting States to better enforce their
domestic laws in order to reduce tax evasion;

WHEREAS, the President of the Philippines ratified the Convention on 3 March 2017
and submitted it to the Senate for concurrence, in accordance with the Constitution: and

WHEREAS, in the hearing conducted by the Senate Committee on Foreign Relations on
6 February 2018, the following government agencies endorsed the concurrence to the ratification
of the Convention:

1. Department of Foreign Affairs




2. Department of Justice
3. Department of Finance

4. Bureau of Internal Revenue

WHEREFORE, BE IT HEREBY RESOLVED, that the Philippine Senate concur, as
it hereby concurs, in the Philippine ratification of the Convention between the Government of the
Republic of the Philippines and the Government of the Socialist Republic of Sri Lanka for the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on
Income.

Adopted,

s ‘/_’_____}
LO GARDA
Chair
Committee on Foreign Relations




Office of the President
of tég{e ilippines
alacafiang

03 March 2017

Senator AQUILINO PIMENTEL Il
Senate President

Senate of the Philippines

Pasay City

Sir:

May we respectfully transmit the herein attached letter to the Senate
President signed by President Rodrigo Roa Duterte, submitting the Instrument of
Ratification on the “Convention between the Government of the Republic of the
Philippines and the Government of the Democratic Socialist Republic of Sri Lanka
for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
Respect to Taxes on Income,” for the Senate’s consideration and concurrence.

For your information and appropriate action.

Very truly yours,

DL

SALVADOR C. MEDIALDEA
Executive Secretary

Encl.: als

CC:: Office of the Legal Affairs
Department of Foreign Affairs
Pasay City

GGAO/RE 1633000
MPO/LD)‘I/AMG/iddl




MALACANAN PALACE
MANILA

03 March 2017

The Honorable Senate President
and Members of the Senate

Senate of the Philippines

Pasay City

Gentlemen and Ladies of the Senate:

| have the honor to submit, for the Senate's consideration, the Convention
between the Government of the Republic of the Philippines and the Government of
the Democratic Socialist Republic of Sri Lanka for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with Respect to Taxes on Income which was
signed on 11 December 2000 in Manila, Philippines.

The Convention covers persons who are residents of one or both of the
Contracting Parties with respect to the application of taxes on income and on capital
imposed on behalf of a Contracting State or any of its political subdivisions or local
authorities, irrespective of the manner in which they are levied.

The Convention promotes international trade and investment, primarily by
allocating taxing jurisdiction between the Contracting States to eliminate or mitigate
double taxation on income.

The Convention aims to permit the Contracting States to better enforce their
domestic laws in order to reduce tax evasion.

After examining the text thereof, | find it advisable to ratify the Convention
between the Government of the Republic of the Philippines and the Government of
the Democratic Socialist Republic of Sri Lanka for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with Respect to Taxes on Income and seek the
Senate's concurrence thereto.

—

RODR ROA DUTERTE

REPUBLIC OF THE PHILIPPINES

FEER B85S =iRuiere THE PRESIDENT OF THE PHILIPPINES



MALACANANG
MANILA

INSTRUMENT OF RATIFICATION
TO WHOM THESE PRESENTS SHALL COME, GREETINGS:

KNOW YE, that whereas, the Convention between the Government of the
Republic of the Philippines and the Government of the Democratic Socialist Republic of
Sri Lanka for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with Respect to Taxes on Income was signed on 11 December 2000 in Manila,
Philippines;

WHEREAS, the Convention covers persons who are residents of one or both of the
Contracting Parties with respect to the application of taxes on income and on capital
imposed on behalf of a Contracting State or any of its political subdivisions or local
authorities, irrespective of the manner in which they are levied:

WHEREAS, the Convention promotes international trade and investment, primarily
by allocating taxing jurisdiction between the Contracting States to eliminate or mitigate
double taxation on income: and

WHEREAS, the Convention aims to permit the Contracting States to better enforce
their domestic laws in order to reduce tax evasion;

NOW, THEREFORE, be it known that I, RODRIGO ROA DUTERTE, President
of the Republic of the Philippines, after having seen and considered the Convention
between the Government of the Republic of the Philippines and the Government of the
Democratic Socialist Republic of Sri Lanka for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on Income, do hereby ratify and
confirm the same and each and every article and clause thereof.

IN TESTIMONY WHEREOF, | have hereunto set my hand and caused the seal
of the Republic of the Philippines to be affixed.

GIVEN under my hand at the City of Manila, this 3rd day of March in the
year of Our Lord Two Thousand and Seventeen.

BY THE PRESIDENT:

s\
SALVADOR C. MEDIALDEA

Executive Secretary al
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CERTIFICATION

| HEREBY CERTIFY that the attached documents are true and correct copies of the
official text of theConvention between the Government of the Republic of the Philippines and
the Government of the Democratic Socialist Republic of Sri Lanka for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income.

IN WITNESS WHEREOF, |, JESUS |. YABES, Acting Secretary of Foreign Affairs,
have caused the seal of the Department of Foreign Affairs to be affixed and my name
subscribed to before the Acting Assistant Secretary for Legal Affairs of the Department, in
Pasay City this ___ day of 2016.

\
JESUY/I. ?ABES
Acting Secretary of Foreign Affairs

SUBSCRIBED AND SWORN to before me this ___ day of 2016 by the
Honorable JESUS I. YABES, Acting Secretary of Foreign Affairs.

/tE'gT/} L. AUSAN, JR.
Actin Assistant Secretary




é;.

b THE GOVERNMENT OF THE

E REPUBLIC OF THE PHILIPPINES

: AND

3 THE GOVERNMENT OF THE DEMOCRATIC
: SOCIALIST REPUBLIC OF SRI LANKA,

Desiring to conclude g Convention for the avoidance of double
taxation and the preve

ntion of fiscal evasion with respect to taxes on
income,

Have agreed as follows:
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Article 1

F% PERSONAL scopg
.
[

This Convention shal] apply to persons wh

O are residents of one or
both of the Contracting States.
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Article 2 ‘
TAXES COVERED

L. This Convention shall apply to taxes on income imposed on behalf of
cach Contracting State, irrespective of the manner in which they
levied

are

\

2. There shall be regarded as taxes on income all taxes imposed on total
income, or on elements of Income, including taxes on g

gains from the
alienation of movable or immovable property, and taxes on the total
amounts of wages or

salaries paid by enterprises.

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

(a) in the Philippines:

the income taxes imposed by the Government of the Republic of
the Philippines,

(hereinafter referred to as “Philippine tax”)
(b)in Sr1 Lanka:

the income tax, including the income tax based on the turnover of

enterprises  licensed by the Greater

Colombo  Economic
Commission,

(herenafter referred to as “Sri Lanka tax”).

This Convention shall also apply to any

identical or substantially
stmilar

taxes which are lmpmul after the date of signature of this
Convention in addition to. or 1 place of,

e e s e

the existing [n\ui 2
competent authorities of the Contr: icting States shs: 1!1 notify eacly z <
Ot
ol any important changes which h: ve been made in their I'CSH’ <
| I <
taxation laws. ( 52 3|
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Article 3 |
GENERAL DEFINITION
M
) 1

€ans the national territory
Philippines:

(b) the term “Srj Lanka” means the

| Democratic Socialist Republic
of Sri Lanka, including any area

|

\

outside the territorial sea of Sri
international law has been or
nder the laws of Sri Lanka

Lanka which in accordance with

(c) the terms “a Contracting State” and «

1 the other Contracting State”
| mean the Philippines or Sri Lanka as t

he context requires;

(d) the term “person” includes an individual,

an estate, a trust, a
D company, and any other body of persons:

which is treated as g body corporate for tax purposes;

(F) the terms “enterprise of a Contracting State”

the other Contracting State” mean, respectively, an enterprise
carried on by a resident of a Contracting State and an enterprise
carried on by a resident of the other Contracting State;

: (e) the term “company” means any body corporate or any entity
| and “enterprise of
\

|

() the term “international traffic” means any transport by a ship or'

aircraft operated by an erterprise of one of the Contracting States,
except when the ship or aircraft is

operated solely between places
in the other Contracting State:

(h) the term “nationals” means:

(1) in the case of the Philippines, all individuals possessing the
citizenship of the Philippines;

e
wn
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Article 4
ESIDENT

R

For the purposes of this Convention, the term
Contracting State” means any person who,

State, is liable 0 tax therein by reason of h
place of Management or any other criterjon o

“resident of a
under the laws of that
Is domicile, residence,
f a similar nature. But

iable to tax ip that State
In respect only of income from sources i that State.

Where by reason of the provisions of paragraph |

resident of both Contracting States, then hijs
determined as follows:

any individual js 3
Status shall pe

(a) he shall be deemed to pe a resident of the State in which he has a
Permanent home availaple o him. If he has 3 pPermanent home
available to him in both States, he shall be deemed to pe a
resident of the State with which hjs Personal and economic
relations are closer (centre of vital interests);

(b) if the State in which he has hjs centre of wvital interests cannot be

determined or jf he has not a Permanent home available to him in
either State, he shall be deemed 0 be a resident of the State In
which he has ap habitual abode:

(c) if he has an habitua] abode in both States Or in ne

shall be deemed to be a resident of the St
national ;

ither of them, he
ate of which he is a

(d) if he is a national of both States or of neither of them, (e
competent authorities of the Contracting States shal] settle the
question by mutyg| agreement.

Where by reasons of the provisions of paragraph 1 a person opid

than an individual js 5 resident of both Contracting State
competent authorities of the Contracting States shal]
dgreement endeavour tg settle the questjon and to d

mode of application of the Convention to such persop




in the case of Sri Lanka, aj|
nationality of Srj Lanka;

(i) all legal persons, partnershj
Status as such from the |

individuals possessing the

Ps and associations deriving their
aws in force in a Contracting State;

; (1) the term “competent authority” means:

(1) in the case of the Philippines,

the Secretary of Finance or hig
authorized representative;

] (11) in the case of Sri Lanka, the Commissioner-General of Inland
, Revenue.

1

;} 2. As regards the application of this Convention by 2 Contracting State,
" dny term not defined therein shall, upless the context otherwise
1 requires, have the meaning which it hag under the laws of that
: Contracting State relating to the taxes which are the subject of this
' Convention.
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Article 5

PERMANENT ESTABLISHMENT
L B LABLISHMENT

purposes of
establishment”

business of the

I. For the this Convention,
means a fixed pl
enterprise i

the term “permanent
ace of business through whicp the
s wholly or partly carried on_

2. The term “permanent establishment” shall include especially:

(a) a place of Mmanagement:

(b) a branch:
(¢c) an office;:
(d) a factory:;

(e) a \\'urkshup;

() a mine, an oil or

gas wel],
€xtraction of p

4 quarry or
atura] resources:

.
any other place of Mx“

(8) exploration of natural resourceg including 3 drilling rg or ship; \
(h) a warehouse, ip relation to g person providing
for others.

~ sye il
Storage faciljtjes I ﬂ

|
) ) » . . ) » oy " ) I £
3. The term Permanent establishment likewise €ncompasses: e ,,{fz',d
4N,/
CI W

(a) a building site or construction or Instal]

Al

ation project only if it lasts

Mmore than |83 days:

(b) the tl;x*nislling
enterpris

GN AFF

of services,
€ through employe
€nterprise for sych
nature continye (for

!
1

including consul
€S or other
purpose,

ancy services, by an
personne] €ngaged by the
but only where activities of that
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the same or 4 connected project) within the Lﬁ @ 2&‘{; ;
country for a perjod or periods 48gregating more thap 90 days m— ~‘i _
within any 12 month period. O o Y=l
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the enterprise solely for the purpose of Storage,
Occasional delivery;

(c) the maintenance of 5 stock of goods o merchandise belonging to

the énterprise solely for the purpose of processing by another
enterprise;

(d) the maintenance of a fixed Place of bus;

purpose of purchasing goods Or merchandj
information, for the enterprise;

NEss solely for the
se or of Collecting

purpose of carrying on, for the Cnterprise, any other
preparatory or auxiliary character:

- An enterprise shall be deemed to have g Permanent establishment ip
one of the Contracting States and to Carry on business through that
Permanent establishment if substantia] €quipment is being used in that

State for more than six months by, for or under contract with the
enterprise.

: Notwithstanding the provisions of paragraphs 1 and 2, where a
Person - other than ap agent of ap independent Status to whom
paragraph 8 applies - is acting in a Contracting State on behalf of ap
eaterprise of the other Contracting State, that enterprise shall pe
deemed to havye 4 permanent establishment in the first-mentioned

-,
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Article 6

INCOME I'ROM IMMOVABLE PROPERTY

. Income derjved by a resident of
property (including income from
the other Contracting State may be taxed in th

Contracting State from immovable
agriculture or forestry) situated in
at other State.

The term “immovable property” shall have |
under the law of the Contracting State
question is situated. The term shall

1€ meaning which it has
in which the property in
in any case include property
dCCessory 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 |
and rights to variable or fixed payments 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.

roperty

The provisions of paragraph 1| shall
from the direct use, letting or use in
property.

also apply to income derived
any other form of immovable

The provisions of paragraphs 1 and 3 shall also
from immovable property of an enterprise ar
immovable property used for the
personal services.

apply to the income
d to income from
performance of independent

NN
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Contracting State i respect of

any activities which that person
undertakes for the enterprise,

if such a person:

(b) has no such authority, but habitually maintains in the first
mentioned State 3 stock of

enterprise.

7. Notwithstanding the preceding provisions of this Article, an
insurance enterprise of a State shall, except in regard to re-insurance,

be deemed to have 2 permanent establishment in the other
Contracting State if it collects premiums j

Contracting State or insures risks situ

ated therein through a person
other an agent of an independent st

atus to whom paragraph 8 applies.

8. 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 activities of such an agent are devoted wholly or
almost wholly on behalf of that enterprise, he shall not be considered
an agent of an independent statys within the meaning of this

paragraph, if it is shown that the transactions between the agent and
the enterprise were not made under arms-length conditions.

In such

a case, the provisions of paragraph 6 shall apply. y &
r Yy &y

9. The fact that a company which is a resident of a Contracting Sta % o
controls or is controlled by a company which is a resident of theo coz%(:
other Contracting State, or which carries on business in that othe%J :Eg'

State (whether through a permanent establishment or otherwise) sha E 26 %%
not itself constitute either cOmpany a permanent establishment of the 3 %h; ;
other. m g E
- <
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Article 7
BUSINESS PROTFITS

—_——aJ

The profits of an enterprise of
only in that State unless the enter
Contracting State through a pern
[f the enterprise

a Contracting State shall be taxable
Prise carries on business in the other
1anent establishment situated therein.
carries on business as aforesaid,
enterprise may be taxed in the other
as 1s attributable to (a)
other State of goods o

the profits of the
State but only so much of them
that permanent establishment, (b) s
r merchandise of the same or similar kind as
those sold through that permanent establishment or (¢) other
activities carried on in that other
those e

ales in that

business
State of the same or similar kind as
ffected through that permanent establishment.

Subject to the provisions an enterprise of g
Contracting State carries on business in the other L
through a permanent establishment situated
cach Contracting S
the profits which

of paragraph 3 where

ontracting State
therein, there shall in
tate be attributed to that permanent establishment
It might be expected to make if
and separate enterprise
under

it were a distinct
engaged in the same or similar
similar  conditions apd dealing wholly
enterprise of a permanent establishment.

activities
the same or

independently with the

In the determination of the profits of g permanent establishment,
as deductions €xpenses which are inct
the purposes of the business of the perm
executive

there shall be allowed irred for
anent establishment including
€Xpenses so incurred, whether

permanent establishment s situated or

and general administrative
i the State in which the

elsewhere.

Nur:\;ilh;[;lm,lmg the provisions of paragraph

3, no deduction shall be
respect of

charged (other thap

the permanent establishment to
enterprise or any of

allowed in

amounts  paid or

tual expenses) by
the head office of the

I'Cilllhtll"ﬁtlllcll[ of ac

its other offices. by w

vay

0l

() royalties, fees or other similar payments in return tor the use of
patents or other rignts

(hrcommiscion fo th Prriormaed or tor ‘
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6.

(c) interest on money lent to
the case of banking institution_

the permanent establishment, except in

Insofar as it hag been cu
the profits to be attributed to 4 permanent establj
of an apportionment of the total profits of the ent
parts, nothing in paragraph 2 shall preclude th
from determining the profits to be taxed by such
may be customary; the method of apportionmen
such that the result will be
contained in this Article.

€Iprise to its various
at Contracting State
AN apportionment as
t shall, however, be
In accordance with the principles

No profits shall be attributed to a Pe€rmanent establishment by reason

of the mere purchase by that permanent establishment of goods or
merchandise for the enterprise.

For the purposes of the preceding paragraphs, the profits to pe
attributed to the permanent establishment shal] be determined by the

same method year by year unless there ig good and sufficient reason
to the contrary.

Where profits include items of income which are dealt with
separately in other Articles of this Convention, then the provisions of
these Articles shall not be affected by the provisions of this Article.

=

= EE
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L. Profits derived by an enterprise of a Contracting

Article 8
SHIPPING AND AIR TRANSPORT

State from the
operation in international traffic of ships or aircraft shall be taxable
in that State.

Notwithstanding the provisions of paragraph 1
within a

&

, profits from sources
Contracting State derived by an enterprise of the other

ontracting State from the operation of ships or
international traffic may be taxed in
accordance with its domestic law,
reduced by forty percent.
charged

o

aircraft in
the first-mentioned State in
but the tax so charged shall be
[n no case, however, shall the tax so
exceed the lowest rate of Philippine tax tl
on profits of the same kind derived und

1at may be imposed
resident of a third State.

er similar circumstances by a

The provisions of paragraphs 1 and 2

shall also apply to profits

derived from the participation in a pool, a joint business or an

international operating agency.
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Article 9

ASSOCIATED ENTERPRISES
- L2 INTERPRISES

Where:

(a) an €nterprise of 3 Contracting State
indirectly in the Management, contro]
of the other Contracting State, or

participates directly or
Or capital of ap enterprise

(b) the same persons participate directly or indirectly In the

management, contro] o capital of ap €nterprise of 3 Contracting
State and ap enterprise of the other Contracting State,

and in either case conditions are made or imposed between the two
Cnterprises in thejr commercial or financia] relations which differ
from those which would pe made between independent enterprises,
then any profits which would, pyt for those conditions, have accrued

o one of the enterprises, but, by reason of those conditions, have not
SO accrued, may be included ip the profits of that e
taxed accordingly,

Where 3 Contractlng State includ
that State - ang taxes accordingly - profis on which an enterprise of

made between independent cnterprises, then that other State sha
make an appropriate adjustment (0 the amount of the tax charged
therein on those profits. In determining such adjustment, due regard
shall be had o the other Provisions of the Convention ang the

competent authorities of the Contracting States shall, if necessary,
consult each other.
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2. However, such dividends may also be ta

Article 10
DIVIDENDS

L. Dividends paid by a company which is a reside

State to a resident of the other Contracting State
other State.

nt of a Contracting
may be taxed in that

xed in the Contracting' State
the company paying the dividends is a resident and
0 the laws of that State, but if the recipient is the

beneficial owner of the dividends, the tax so charged shall not
exceed: '

of which
according

(a) 15 per cent of the gross amount of the dividends if the beneficial’
Owner Is a company (excluding partnership);

(b) 25 per cent of the gross

amount of the dividends in al] other
cases.

This paragraph shall not affect the taxation

of the company in respect
of the profits out of which the dividends

are paid.

- The term “dividends” as used ip this Article means income from
shares, mining shares, founders’ shares or other rights,
debt-claims, participating in profits, as well
corporate rights which is subjected to the same taxation treatment as
income from shares by the taxation law of the State of w
company making the distribution is a resident.

not being
as income from other

hich the

The provisions of paragraphs | and 2 shall not
owner of the dividends,

carries on business in th

apply if the beneficial
being a resident of a Contracting State,

e other Contracting State of which the
company paying the dividends is a resident,

establishment situated therein or performs
independent personal services from a fixed b

the holding in respect of which the dividends are paid is effectively

through a permanent
in that other State
ase situated therein and

——
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connected with such permanent establishment or fixed base.
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5. Where a company which is

- Nothing in this Article shall prevent either Contracti

i

a resident of
profits or income from the other Contra

may not impose any tax on the divide
except insofar as such dividends

State or insofar as the holding in
paid is effectively connected wit
fixed base situated in that other
undistributed profits to a tax on th
even if the dividends paid or the
or partly of profits or income

a Contracting State derives
cting State, that other State
nds paid by the company,
are paid to a resident of that other
respect of which the dividends are
h a permanent establishment or a
State, nor subject the company’s
€ company’s undistributed profits,
undistributed profits consist wholly
arising in such other State.

ng State from
on remittances
provided that the tax so
amount remitted.

imposing, apart from the corporate income tax, a tax
of profits by a branch to its head office

imposed shall not exceed 15 per cent of the
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Article 11
INTEREST

L. Interest arising in

a Contracting St
other Contracting

ate and paid to 4
State may be ¢

resident of that
axed in that other Stat

€.

(NS

However, such Interest may also be
which it arises and a

recipient is the bene
shall not exceed 15 p

taxed in the Co_ntracting State in
e laws of that State, but if the
the interest, the tax so

0SS amount of the interes

ccording to th
ficial owner of charged
€r cent of the gr

L.

3. No[withstanding the provisions of paragraph 2,
Contracting State sh

interest arising in a
t from tax in that

all be exemp State if:

(a) the payer of the inte

rest is the Gover
political subdivision or

nment of that State,
a local authority th

a
ereof; or

(b) the interest is derived and beneﬁcially Owned by the Government
Oran agency of the Go

(c) the interest g paid -

(1) in the cage of the
Pilipinas:

(i) in the case of Sri Lanka,
and

Philippines, to the Bangko Sentral ng
0 the Central Bank of Srj Lanka;
(111) to other lending institutions

letters exchanged between
Contracting States.

s may be specified and agreed in
the competent authorities of the

—

W :m

/_ I'I,.",‘u' -"In:".-‘l’ 1

erm “interest” as used

o)
in this Article means income from z%
Government securities, bonds or debentures whether or not secured Z‘_ g %LIE
by mortgage and whether or not carrying a right to participate in 8 5%%%
profits, and debt-claims of every kind as well as all other income WwWE 5
assimilated to income from money lent by the taxation law of that a ' l“i@é
State in which the income arises, Penalty charges for late payment . % °§LL =2
shall not be regarded as interest. for the purpose of this Article. I, f:%fe %
- H
- The provisions of paragraphs 1, 2 and 3 shall not apply if the & & zt <
beneficial owner of the interest, being a resident of a Contracting o © og
State, carries on business in the other Contracting State in which the L W
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Article 12
ROYALTILES

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

[However, such royalties may also be taxed in the Contracting State
in which they arise and according to the laws of that State but if the
recipient is the beneficial owner of the royalties the tax so charged

shall not exceed.:

(a) 15 per cent of the gross amount of the royalties where the
royalties are paid by an enterprise registered with, and engaged in
preferred areas of activities in that Contracting State;

(b) in all other cases, 25 per cent of the gross amount of the

l't'_‘,ﬁll(lt;*

The term “royalties” as used in this Article means payment of any
kKind received as a consideration for the use of, or the right to use,
any copyright of literary, artistic or scientific work including
cinematographic films, or tapes for television or radio broadcasting,
any patent, trade mark, design or model, plan, secret formula or
process, or tor the use of, or the right to use, industrial, commercial.
or scientific equipment, or for information concerning industrial,
commercial or scientific experience. ‘

I'he provisions of paragraphs 1 and 2 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 n that other State independent personal services from a

fixed base situated therein, and the right or property in respect of

which the royalties are paid is effectively connected with such

: | = ' ‘
permanent establishmen t or tixed base. In such case the provision
v A rfiel | | . 11 annl
( | O Bele 1 \S (e C € Ina lv Nal ‘.k‘l‘
|
[ [ae (o \ Contr fing State >
"v b E \1 1



establishment or fi
7 or Article 14 as

. Interest sha] be deemed 0 arise in g Contractipe
Payer is that State itself, iti Ini
local authority or g resi
Person paying the j
State or not, has i
a fixed'b
1 aid was inc
permanent est
deemed to
establishme;

urred, and such inte
ablishment or fixed base,

arise in the Contracting
1t or fixed base js Situated.

rest is borne by such
then such interest shal] pe
State in which the permanent

Where, by re
beneficial ow

Payer and the beneficia] o
the provisions of this Arti y to the last-mentioped
amount.’ In such case, th

of this Convention.
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4. Guins from the alienation of

Article 13
CAPITAL GAINS

|. Gains derived by a resident of a Contracting State from the alienation
of immovable property referred to in Article 6 and situated in the
other Contracting State may be taxed in that other State.

2. Gains from the alienation of movable property forming part of the
business property of a permanent establishment which an enterprise
of a Contracting State has in the other Contracting State or of
movable property pertaining to a tixed base available to a resident of
a Contracting State in the other Contracting State for the purpose of
pertorming independent personal services, including such gains from
the f such a permanent establishment (alone or with the
whole enterprise) or of such fixed base, may be taxed in that other
State

3. Gains from the alienation of ships or aircraft operated in international
r;xHi‘ or movable property pertaining to the operation of such ships
or aircraft shall be taxable only in the Contr: icting State in which the
[)I ice of effective man: \gement of the ent erprise is situated.

|

stocks and shares of a company may be
taxed in the Contracting State in which they have been issued.
0. Guins from the alienation of any property ¢

i paragraphs | to

ther than that referred to
+ shall be taxable only in the Contracting State of
which the alienator is a resident

0. Gains trom the :

which consists pl‘m«:ip:tlljf of 1mmovable property
Contracting State, may be taxed in that State. Gains from the
alienation of interest in a partnership or a trust, the ]\x‘u'wmjf of which
consists principally of immovable property situated in a Contracti Ing
¢, may be taxed in that State.

situated 1n a

2Im ienation” means the sale, exchane transter. o
mqguishment ot ¢l property or the extinguishment of U1y right
“. )| Hl, { | 1! [ dCUl 1O1 ’1‘ 'Loun ‘;A il 1aw |1 [OT

“shares of a company, the property of
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0 arise in the State in which the
ase is situated.

permanent establishment or fixed b

. Where; by reason of a special relationship between the

etween both of
amount of the royalties,

information for which they
would have been agreed upon
in, the absence of such relati

shall apply only to the last-mentioned amount.

€xcess part of the payments shall remain taxable ac
of each Contracting  State,

provisions of this Convention.

payer and the
them and some other person, the

having regard to the use, right or

are paid, exceeds the amount which
by the payer and the beneficial owner
onship, the provisions of this Article
In such case, the

cording to the law
due regard being had to the other
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Article 14

INDEPENDENT PERSONAT, SERVICES
I. Income derived by
profession

a resident of g Contracting State in respect of
al services or other activities of ap independent character
shall  be taxable only in that State €Xxcept in the following

circumstances when such income may also be taxed ip the other.
Contracting State:

() if he has a fixed b
Contrac[ing St
that ¢

ase regularly avajl
ate for the pur
ase, only so much of ¢
fixed base may be t

able to him
pose of performing
he income gag IS
axed in that other Contr

in the other
his activities, ip
attributable to that
acting State: or

(b) if his Stay in the other Contr

acting St
amounting to or €xceeding in the
twelve month period;

is derived from his

ate is for a period of periods
aggregate 90 days within any
only so much of the income as
activities performed in the other State may be
taxed in that other State.

in that case,

2. The term “professional sery

scientific, li[erury, artistic, educ
as the independent
architects, dentists

ices” includes especially
ational or te
activities of physici

independept
aching activitieg as wel]

r

ans, lawyers, €ngineers, |
and accountants . |
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Article 15
DEPENDENT PERSONAL, SERVICES

Subject to the provisions of Articles 16,
and other similar remuneration derived b
State in respect of an employment shall
unless the employment is exercised in the other Contracting State. If

the employment is so exercised, such remuneration as is derived
therefrom may be taxed in that other State.

18 and 19, salaries, wages
y a resident of a Contracting
be taxable only in that State

Notwithstanding the provisions of paragraph 1, remuneration derived

by a resident of a Contracting State in res

exercised in the other Contracting State sh
ficst-mentioned State if:

pect of an employment
all be taxable only in the

(a) the recipient is present in the other State for a period or periods
not exceeding in the aggreg

ate 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 est

ablishment or a
fixed b

ase which the employer has in the other State.

Notwithstanding  the preceding provisions of this Article,

remuneration in respect of an employment exercised aboard a ship or
aircraft in international traffic may be taxed in the Contracting State

i which the place of effective management of the enterprise is
situated.
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Article 16
DIRECTORS’ FEES
—=LL1ORS’ FEES

Directors’ fees and other simj]
Contracting State in his ¢
directors of
St

ar payments derived b

apacity as ga member of ¢
a company which js a resident of the othe

he board of
ate may be taxed ip that other State.

r Contracting

alaries, wages and other simi

of a Contracting State in
Managerial position

acting State may be ta
the provisions of Article 15.

Contr xed in th
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Article 17
ARTISTES AND ATHLETES

Notwithstanding the provisions of Articles 14 and 15, income
dertved by a resident of a Contracting State as an entertainer, such as
a theatre, motion picture, radio or television artiste or a musician or

as an athlete from his personal activities as such may be taxed in the
Contracting State in which these activities are exercised:

Provided! that such income shall not be taxed in the said Contracting
State if the visit of the entertainers or athletes to that State is directly
or indirectly supported wholly or substantially, from the public funds
of the Government of either Contracting State. For the purposes of
this, paragraph the term “Government” includes a State Government,

a political sub-division or a local authority of either Contracting
State.

Where income in respect of personal activities exercised by an
entertainer or an athlete in his capacity as such accrues not to the
entertainer or athlete himself but to another person, that income may,
notwithstanding the provisions of Articles 7, 14 and 15, be taxed in

the Contracting State in which the activities of the entertainer or
athlete are exercised.




. Subject to the provisions o

Article 18

PEENSIONS AND SOCIAL SECURITY PAYMENTS
\\\

f paragr
other similar rémuneration paid to
consideration of p

aph 2 of Article 19, pensions and

a resident of g Contracting State in
ast employment may be taxed in that State.

However, pensions paid out

of pension plans of Philippine
enterprises not registered under Philippine laws may be taxed in the
Philippines.

Notwithst

anding the provisions of p
other payments m

social security Sys
that State.

aragraph 1, pensions paid and
ade under a public scheme which is part of the

tem of a Contracting State shall be taxable only in

{l

Zz
> 0
a »
Q x>
O »wOqG
L ls(n
:)fggmo”—'
C 2 C&O
YO =AW
— ac
. O w
D‘L—S’@OL&‘O
& %E e
il U:f?’.
= <@ H
> 1=
(40 iy C
O Q 31

"N =0

:

ey

IR |




SETS A e R N S e SO e et s S e S e e e s Sk
v s At EEal T R e e LS == : v

P A

Article 19
GOVERNMENT SERVICE

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

(b) However, such remuneration shall be taxable only in the other
Contracting State if the services are rendered in that other State
and the individual is a resident of that State who:

(1) is.a national of that State; or
(i) did not become a resident of that State solely for the purpose
of rendering the services.
). 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 State shall be taxable only in that State.

3. The provisions of Articles 15, 16 and 18 shall apply to remuneration
aid pensions in respect of services rendered in connection with a
business carried on by a Contracting State or a local authority

thereof.

4. For the purposes of this Article, the term “Government” shall
include any State Government, a political subdivision, a local
authority and the Central Banks of both Contracting States.



3. An individual who was a resident

Article 20 _
STUDENTS AND TRAINEES

I. An individual who was a resident of
before visiting the other Contracting
in that State solely as a student at

similar educatjonal institution shall be
State on:

a Contracting State immediately
State and is temporarily present
a university, college or other
exempt from tax in that other

(2) all remittances from abroad for

purposes of his maintenance or
education; and

(b) for an aggregate period of not more than five
of his first arrival,  on

supplementing the resources

years from the date
any remuneration with a view of

available to him for such purposes.

o

. An individual who was 1 resident
before visiting the other Contracti
in that State solely as a trainee for

professional or business experienc
other State on:

of a Contracting State immediately
ng State and is temporarily present
the purpose of acquiring technical,
e shall be exempt from tax in that

(a) all remittances from abroad for

purposes of his maintenance or
training; and

(b) for an aggregate period of not more than tw
of his first arrival,

are in connection w

0 years from the date
On any remuneration, provided, such services

ith his training or incidental thereto.

of a Contracting State immediately
before visiting the other Contracting State and js temporarily present

in that State solely for the purpose of study, research or training as a
recipient of a grant, allowance or award from a scientific,
educational, religious or charitable organization or under g technical
assistance program entered into by the governments of the
Contracting State shall, for a period not exceeding two years from
the date of his first arrival, be exempt from tax in that other State on:

(a) the amount of such grant, allowance or award;
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e [tems of Income of

a resident of

—————

b a Contructing State which are not
}'f; expressly mentioned iy the foregoing Articles of this Convention may
i be taxed in the State where the income arises,
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. The competent authorities shall

Article 22

GRANTS

When the Government of Srj Lanka or any agency thereof makes an

cash grant or any similar payment for the purpose of investment
promotion or economic development in

payment shall not form part

of the gross income of such resident or company for the purpose of

computing Philippine tax.

agree on the mode of application of
this Article.
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Article 23
LLIMINATION OF DOURBLIY TAXATION

L. The laws in force in either of the Contracting States shall continue to

govern the taxation of income in (he respective Contracting States
except when express provision to the contrary 1s made in 'this
Convention.  When income is subject to tax in both Contracting |
States, relief from double taxation shall be given '

(a) in the Republic of the Philippines -

Sri Lanka tax paid by a Philippine resident on income whicli, in
accordance with the provisions of this Convention, may be taxed

in Sri Lanka shall be deducted from the Philippine tax payable
under the Philippine income tax law; !

|

(b)in Sri Lanka -

Philippine tax payable in respect of income derived from the
Republic of the Philippines shall be allowed as a credit against -
any Sri Lanka tax payable in respect of that income. The credit
shall not, however, exceed that part of Sri Lanka t
before the credit is given, which is
income.

ax as computed
appropriate to such itefn of

[n respect of dividends and interests, 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 by that State under
its legal provisions for tax incentives.
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Article 24

NON-DISCRIMIN/ TION

—a i\

Nationals of a Contracting State s
Contracting State to any taxation
therewith, which is other or more
cannected requirements to which |
S

all not be subjected in the other
Or any requirement connected
burdensome than the taxation and

1ationals of that other State in the
ame circumstances are or may be subjected.

The taxation on a permanent establishment which

an enterprise of a
Contracting State has in the other Contr

acting State shall not be less
favourably levied in that other State than the taxation levied on
enterprises of that other State carrying on the same activities. This
provision shall not be construed as obliging a Contracting State to
grant to residents of the other Contracting State any personal
allowances, reliefs and reductions for taxation purposes on account
of civil status or family responsibilities which it grants to its own
residents.

Except where the provisions of paragraph 1 of Article 9, paragraph 7.
of Article 11, or paragraph 6 of Article 12 apply, interest, royalties
and other disbursements paid by an enterprise of a Contracting State
to a resident of the other Contracting State, shall for the purpose of
determining the taxable profits of sucl enterprise, be deductible
under the same conditions as if they had been paid to a resident of
the first-mentioned State.

Enterprises of a Contracting State, the capital of which is wholly or
partly owned or controlled, directly or indirectly, by one or more
residents of the other Contracting State, shall not be subjected in the
first-mentioned State to any taxation or any requirement connected
therewith which is other or more burdensome than the taxation and
connected requirements to which other similar enterprises of the
first-mentioned State are or may be subjected.

Notwithstanding the preceding provisions of this Article, either
Contracting State may, in (he promotion of necessary industry or
business, limit to its nationals the enjoyment of tax incentives granted
by it.
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Article 25
MUTUAL AGREEMENT PROCEDURE

Where a person considers that the action of one or both of ithe
Contracting States result or will result for him in taxation not in

accordance with the provisions of this Convention, he may,
irrespective of the remedies provided by the domestic law of those
States, present his case to the competent authority of the Contracting
State ol which he is a resident or, if his case comes under paragraph
I of Article 24, to that of the Contracting State of which he is a
national. The case must be presented within two years from the first
hotification of the action resulting in taxation not in accordance with
the provisions of the Convention.

The competent authority shall endeavour, if the objection appears to
It to be justified and if it is not itself able to arrive at a satisfactory
solution, to resolve the case by mutual agreement with the competent

authority of the other Contracting State, with a view to the

avoidance
ol t

axation which is not in accordance with this Convention.
agreement reached shall be implemented within the time

provided by the domestic law of the Contracting States.

‘Any
limits

The competent authorities of the Contracting States shall endeavour
to resolve by mutual agreement any difficulties or doubts arising as
to the interpretation or application of the Convention. They may also

consult together for the elimination of double taxation in cases not
provided for in the Convention.

Contracting  States may
ach other directly for the purpose of reachin
agreement in the sense of the preceding paragraphs. The competent
authorities, through consultations. shall develop appropriate bilateral
procedures,  conditions, methods and techniques  for the
implementation of the mutual agreement procedure provided for in
this  Article.  In addition, a competent authority may devise,
appropriate unilateral  procedures, conditions, methods  and
techniques to facilitate the above-mentioned bilateral actions and the
implementation of the mutual agreement procedure.

communicate with e g an

36
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6. 'n this Article, the term “taxation”

Ineans taxes which
ol this Conven[ion.

are the subject
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{ Article 20 ;
A EXCHANGE OF INFORMATION B
s' I
}; l. The competent authorities of the Contracting States shall exchanée !
such information as is necessary for carrying out the provisions iof :
)f this Convention or of the domestic laws of the Contracting Staées |
] concerning taxes covered by this Convention insofar as the taxation
'.r there-under is not contrary to the Convention, as well as to prevent
.T.«: fraud and fiscal evasion. The exchange of information is not
?ij restricted by Article 1. Any information received by a Contracting
é'" State shall be treated as secret in the same manner as information
{'i obtained under the domestic laws of that State and shall be disclo:scd
H only to persons or authorities (including courts and administrative
" bodies) involved in the assessment or collection of, the enforcement
‘"_.E‘ or prosccution in respect of, or the determination of appeals in
i i relation to, the taxes governed by the Convention. Such persons or -
g}f;f authorities shall use the information only for such purposes. They
?; i may disclose the information in public court proceedings or in
_.:.‘i' judicial decisions.
Lt
{4 2. In no case shall the provisions of paragraph 1 of this Article be
¢ construed so as to impose on a Contracting State the obligation:
% (1) to carry out administrative measures at variance with the laws and [
i administrative practice of that or of the other Contracting State; l
i !
'1l| (b) to supply inl'ormation‘ which 1s }1qt obt.:linabl_e under the laws or in: |
F the normal course of the administration of that or of the other
: Contracting State; :
L ‘ A
1 (¢) to supply mtormation which would disclose any trade, business, °
i t industrial, commercial or professional secret or trade process, or e
b imformation, the disclosure of which would be contrary to pubhc €
Vs policy (ordre public). > = -
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Article 28

MISCELLANEOUS RULES
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i , , Article 30 i

b TERMINATION |

;] This Convention shall continue in effect indefinitely but ein‘lher .
g Contracting State Mmay, on or before June 30 in any calendar year a¢ |
¥ least 5 years after -the year of its entry into force, give to the other
it Contracting State notice of lermination in writing through diplomhtic
ih channels; in such cvent, this Convention shall cease to be effective

Q' for any year of assessment commencing on or after January in:the
H4 calendar year next following that in which sucly notice is given. |

ik ,

b"!f i

,,{ IN WITNESS WHEREOF the undersigned duly authorised the;eto ,
{}1‘ have signed this Convention. |

A :

l};' DONE in duplicate at Manila the 1™ day of December 2000, in
i English and Sinhala languages, both texts being equally authentic.'! [n

i case of divergence of interpretation, the English text shall prevail.E

For the Government of the For the Government of the '

Republic of the Philippines: Democratic Socialist | L.‘W
. . : s
: Republic of Sri Lanka: ; :
g ""“\ \ g’l
; ' ’ Q—\A’\/\A :
; : .' .
.:y. . ’ Py oo J-' e / s ; N
: © JPSE T. PARDO P.G. KARUNASIRI | i
(«S'(:cretary of Finance Ambassador of the Democratic |

Socialist Republic of Srj Lanl{n

=
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Republic of the Philippines
DEPARTMENT OF FINANCE

Roxas Boulevard Comer Pablo Ocampo, Sr. Street
Manila 1004

CERTIFICATE OF CONCURRENCE

This is to certify that the Department of Finance has been consulted and is
concurring with the ratification of the Convention between the Government of the
Republic of the Philippines and the Government of the Democratic Socialist
Republic of Sri Lanka for the Avoidance of Double Taxation and the Prevention

of Fiscal Evasion with Respect to Taxes on Income.

CESAR V. PURISIMA
Secretary of Finance

024525

Y December 2014




REPUBLIC OF THE PHILIPPINES ANNEX “A”
DEPARTMENT OF FINANC
BUREAU OF INTERNAL REVENUE

CERTIFICATE OF CONCURRENCE

This is to certify that the| Bureau of Ii
consulted and is concurring with thg

Government of the Democratic

Government of the Republic of ti
Taxation and the Prevention of'
Income which was signed on 11 D¢

iternal Revenue has been
> ratification of the Convention between the

Socialist Repul lic of Sri Lanka and the

e Philippines for the Avoidance of Double
Fiscal Evasion'with Respect to Taxes on
cember 2000 in!Manila.

: e
KIM S. J YHENARES
Cominissjo er gf Intemal Revenue

028622

20 November 2014, Quezon City




