


CHAPTER I
SCOPE OF THE AGREEMENT

Article 1

PERSONS COVERED

This Agreement shall apply to persons who are residents ~f one or both of the
Contracting States. '

Article 2

TAXES COVERED

This Agreement shall apply to taxes on income imposed on behalf of a Contracting State
or of its political subdivisions or local authorities, irrespective of the manner in which
they are levied.
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2.

There shall be regarded as taxes on income all taxes impos.ed on total income, or on
elements of income, including taxes on gains from the alienation of movable or
immovable property, taxes on the total amounts of wages or salaries paid by enterprises.

The existing taxes to which the Agreement shall apply are in particular:3.

in Bahrain to income tax payable under Amiri Decree No. 22/1979 ("The Oil

Tax") (hereinafter referred to as "Bahrain Tax") j
a)

in Turkey:b)

i) the income tax; and
ii) the corporation tax (hereinafter referred to as "Turkish tax").

The Agreement shall apply also to any identical or substantially similar taxes that are
imposed after the date of signature of the Agreement in addition to, or in place of, the
existing taxes. The competent authorities of the Contracting States shall notify each other
of any significant changes that have been made in their respective taxation laws.
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CHAPTER II
DEFINITIONS

Article 3

GENERAL DEFINITIONS

1.

For the purposes of this Agreement, unless the context otherwise requires:
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Article 4

REsmENT

1. For the purposes of this Agreement, the tenn "resident of a Contracting State" means:

(a) in the case of Bahrain, an individual who is a national of Bahrain and who is

present in Bahrain for a period or periods totalling in the aggregate at least

183 days in the fiscal year concerned, and a company or other legal person

which is incorporated or has its place of management in Bahrain.

(b) in the case of Turkey, any person who, under the laws of Turkey, is liable to

tax therein by reason of his domicile, residence, legal head office, place of

management, or any other criterion of a similar nature;

This teffil., however, does not include any person who is liable to tax in a Contracting
State in respect only of income or capital gains from sources in that State.

Where by reason of the provisions of paragraph I an individual is a resident of both
Contracting States, then his status shall be detennined as follows:
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a) he shall be deemed to be a resident only of the State in which he has a permanent
home available to him; ifhe has a permanent home available to him in both States, he
shall be deemed to be a resident of the State with which his personal and economic
relations are closer (centre of vital interests);

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

c) if he has an habitual abode in both States or in neither of them, he shall be deemed to
be a resident only of the State of which he is a national;

d) if he is a national of both States or of neither of them, the competent authorities of the
Contracting States shall settle the question by mutual agreement.

Where by reason of the provisions of paragraph 1 a person other than an individual is a
resident of both Contracting States, then it shall be deemed to be a resident of the
Contracting State in which its place of effective management is situated. However, where
such person has its place of effective management in one of the States and its legal head
office in the other State, then the competent authorities of the Contracting States shall
consult to determine by mutual agreement whether the legal head office of such a person
has to be considered as the actual place of effective management or not.

3.

4



Article 5

PERMANENT ESTABLISHMENT

1. For the purposes of this Agreement, the term "permanent establishment" means a fixed
place of business through which the business of an enterprise is wholly or partly carried
on.

2.

The teml"pennanent establishment" includes especially:

a) a place of management;

b) a branch;

c) an office;

d) a factory;

e) aworkshop;

f) a mine, an oil or gas well, a quarry or any other place of extraction of natural
resources;

g) a refinery;

h) a sales outlet; and

i) a warehouse in relation to a person providing storage facilities for others.

3. A building site or construction or installation project constitutes a pennanent
establishment only if it lasts more than 9 months;

4. Notwithstanding the preceding provisions of this Article, the term
establishment" shall be deemed not to include:

"pennanent

a) the use of facilities solely for the purpose of storage, display or delivery of goods
or merchandise belonging to the enterprise;

b) the maintenance of a stock of goods or merchandise belonging to the enterprise
solely for the purpose of storage, display or delivery;

c) the maintenance of a stock of goods or merchandise belonging to the enterprise
solely for the purpose of processing by another enterprise;

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

e) the maintenance of a fixed place of business solely for the purpose of carrying on,
for the enterprise, any other activity of a preparatory or auxiliary character;
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f) the maintenance of a fixed place of business solely for any combination of
activities mentioned in sub-paragraphs a) to e), provided that the overall activity
of the fixed place of business resulting from this combination is of a preparatory
or auxiliary character.

5 Notwithstanding the provisions of paragraphs 1 and 2, where a person -other than an
agent of an independent status to whom paragraph 6 applies -is acting in a Contracting
State, on behalf of the enterprise of the other Contracting State, the enterprise shall be
deemed to have a pennanent establishment in the first mentioned Contracting State, if
such a person:

a) has and habitually exercises in the first -mentioned State, an authority to
conclude contracts on behalf of the enterprise; unless his activities are limited to
the purchase of goods or merchandise for the enterprise; and

b) has no such authority, but habitually maintains in the first -mentioned State a
stock of goods or merchandise belonging to the enterprise from which he
regularly fills orders or makes deliveries on behalf of the enterprise.

An enterprise of a Contracting State shall not be deemed to have a pennanent
establishment in the other ContractiIig State merely because it carries on business in that
other State through a broker, general commission agent or any other agent of an
independent status, provided that such persons are acting in the ordinary course of their
business.

6.

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

7.

CHAPTER m
TAXAllON OF INCOME

Article 6

INCOME FROM IMMOVABLE PROPERTY

Income derived by a resident of a Contracting State from immovable property (including
income from agriculture or forestry) situated in the other Contracting State may be taxed
in that other State.

1.

The term "immovable property" shall have the meaning, which it has under the law of the
Contracting State in which the property in question is situated. The term shall in any case
include property accessory to immovable property, livestock and equipment used in
agriculture (including the breeding and cultivation of fish) and forestry, rights to which
the provisions of general law respecting landed property apply, usufruct of immovable
property 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 and aircraft
shall not be regarded as immovable property.
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2. However, such dividends may also be taxed in the Contracting State of which the
company paying the dividends is a resident and according to the laws of that State, but if
the beneficial owner of the dividends is a resident of the other Contracting State, the tax
so charged shall not exceed:

a) 10 per cent of the gross amount of the dividends if the beneficial owner is a
company (other than a partnership) which holds directly at least 25 per cent of the
capital of the company paying the dividends; and

b) 15 per cent of the gross amount of the dividends in all other cases

The tenIl "dividends" as used in this Article means income from shares, "jouissance"
shares or "jouissance" rights, mining shares, founders' shares or other rights, not being
debt-claims, participating in profits, as well as income from other corporate rights which
is subjected to the same taxation treatment as income from shares by the laws of the State
of which the company making the distribution is a resident.
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Profits of a company of a Contracting State carrying on business in the other Contracting
State through a permanent establishment situated therein may, after having been taxed
under Article 7, be taxed on the remaining amount in the Contracting State in which the
permanent establishment is situated and in accordance with the provision of domestic law
of that State.

4.

The provisions of paragraphs 1 and 2 shall not apply if the beneficial owner of the
dividends, being a resident of a Contracting State, carries on business in the other
Contracting State of which the company paying the dividends is a resident, through a
permanent establishment situated therein, or performs in that other State independent
personal services from a fixed base situated therein, and the holding in respect of which
the dividends are paid is effectively connected with such permanent establishment or
fixed base. In such case the provisions of Article 7 or Article 14, as the case may be,
shall apply.

5.

Subject to the provision of paragraph 4 of this Article, where a company which is a
resident of a Contracting State derives profits or income from the other Contracting State,
that other State may not impose any tax on the dividends paid by the company, except
insofar as such dividends are paid to a resident of that other State or insofar as the holding
in respect of which the dividends are paid is effectively connected with a permanent
establishment situated in that other State, nor subject the company's undistributed profits
to a tax on the company's undistributed profits, even if the dividends paid or the
undistributed profits consist wholly or partly of profits or income arising in such other
State.

6.

Article II

INTEREST

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

1.
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2 Subject to the provisions of paragraph 4 of Article 10, the taxation on a permanent
establishment, which an enterprise of a Contracting State has in the other Contracting
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.

3 Except where the provisions of paragraph 1 of Article 9, paragraph 6 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 such enterprise. be deductible under the
same conditions as if they had been paid to a resident of the first mentioned State.

4. 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
subj ected.

5 These provisions 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.

Article 24

MUTUAL AGREEMENT PROCEDURE

1. Where a resident of a Contracting State considers that the actions of one or both of the
Contracting States result or will result for him in taxation not in accordance with the
provisions of this Agreement, 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 of which he is a resident or, if his case comes under paragraph 1 of
Article 23, to that of the Contracting State of which he is a national.

2 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 of taxation, which is not in accordance with the Agreement.

3. 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
Agreement. They may also consult together for the e11m1nation of double taxation in
cases not provided for in the Agreement.

4. The competent authorities of the Contracting States may communicate with each other
directly for the purpose of reaching an agreement in the sense of the preceding
paragraphs. When it seems advisable in order to reach agreement to have an oral
exchange of opinions, such exchange may take place through a Commission consisting of
representatives of the competent authorities of the. Contracting States.
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Article 25

EXCHANGE OF INFORMATION

1 The competent authorities of the Contracting States shall provide assistance through
exchange of information that is foreseeably relevant to the administration and
enforcement of the domestic laws of the Contracting States concerning taxes of every
kind and description imposed on behalf of the Contracting States, or of their political
subdivisions or local authorities, insofar as the taxation thereunder is not contrary to the
Agreement. Such information shall include information that is foreseeably relevant to the
determination, assessment and collection of such taxes, the recovery and enforcement of
tax claims, or the investigation or prosecution of tax matters. Information shall be
exchanged in accordance with the provisions of this Article and shall be treated as
confidential in the manner provided in paragraph 7 of this Article. The rights and
safeguards secured to persons by the laws or administrative practice of the requested
State remain applicable to the extent that they do not unduly prevent or delay effective
exchange of information.

2.

A requested State is not obligated to provide infonnation, which is neither held by its
authorities nor in the possession or control of persons who are within its territorial
jurisdiction.

3. For the purposes of this Article:

a) the term "publicly traded company" means any company whose principal class of
shares is listed on a recognised stock exchange provided its listed shares can be
readily purchased or sold by the public. Shares can be purchased or sold "by the
public" if the purchase or sale of shares is not implicitly or explicitly restricted to
a limited group of investors;

b) the term "principal class of shares" means the class or classes of shares
representing a majority of the voting power and value of the company;

c) the teml "recognised stock exchange" means any properly regulated stock
exchange, which publicly trades shares and shall specifically mean in the case of
Bahrain, the Bahrain Stock Exchange and in the case of Turkey, the Istanbul
Stock Exchange;

d) the tenn "collective investment fund or scheme" means any pooled investment
vehicle, irrespective of legal fonn. The tenn "public collective investment fund or
scheme" means any collective investment fund or scheme provided the units,
shares or other interests in the fund or scheme can be readily purchased, sold or
redeemed by the public. Units, shares or other interests in the fund or scheme can
be readily purchased, sold or redeemed "by the public" if the purchase, sale or
redemption is not implicitly or explicitly restricted to a limited group of investors;
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publicly traded companies or public collective investment funds or schemes
unless such information can be obtained without gi~g rise to disproportionate
difficulties.

e) The competent authority of the Applicant State shan provide the following
information to the competent authority of the request~d State when making a
request for information under this Article to demonstrate the foreseeable relevance
of the information to the request:

(i) the identity of the person under examination or invesqgation;

(ii) a statement of the information sought including i~ nature and the form in
which the Applicant State wishes to receive the infor$lation from the requested
State; I

(iii) the tax purpose for which the information is sought;

(iv) grounds for believing that the information requested is held in the requested
State or is in the possession or control of a person within the jurisdiction of
the requested State;

(v) to the extent known, the name and address of any person believed to be in
possession of the requested information;

(vi) a statement that the request is in conformity with the law and administrative
practices of the applicant State, that if the requested information was within
the jurisdiction of the applicant State then the competent authority of the
applicant State would be able to obtain the infonnation under the laws of the
applicant State or in the nonnal course of administrative practice and that it is
in confortnity with this Article;

(vii) a statement that the Applicant State has pursued all means available in its own
territory to obtain the information, except those that would give rise to
disproportionate difficulties.

f) The competent authority of the requested State shall forward the requested
information as promptly as possible to the Applicant State. To ensure a prompt
response, the competent authority of the requested State shall:

i) Confinn receipt of a request in writing to the competent authority of the
applicant State and shall notify the competent authority of the applicant State
of deficiencies in the request, if any, within 60 days of the receipt of the
request.

ii) If the competent authority of the requested State has been unable to obtain and
provide the information within 90 days of receipt of!the request, including if it
encounters obstacles in furnishing the information 6r it refuses to furnish the
information, it shall immediately inform the applicant State, explaining the
reason for its inability, the nature of the obstacles or the reasons for its refusal.
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the applicant State, or any requirement connected therewith, which discriminates
against a national of the requested State as compared with a national of the applicant
State in the same circumstances.

7 Any infonnation received by a Contracting State under this Article shall be treated as
confidential and may be disclosed only to persons or authorities (including courts and
administrative bodies) in the jurisdiction of the Contracting State concerned with the
assessment or collection of, the enforcement or prosecution in respect of, or the
detennination of appeals in relation to, the taxes covered by this Agreement. Such
persons or authorities shall use such infonnation only for such purposes. They may
disclose the information in public court proceedings or in judicial decisions. The
infonnation may not be disclosed to any other person or entity or authority or any other
jurisdiction without the express written consent of the competent authority of the
requested State.

8. Incidence of costs incurred in providing assistance shall be agreed by the Contracting
States.

Article 26

ANTI -A VOmANCE MEASURES

1. The Provisions of Articles 10,11 and 12 which confer an exemption from, or a reduction
in tax shall not apply if income arising in a Contracting State is received by a person
(other than an individual) that is a resident of the other Contracting State and one or more
persons who are not residents of that other Contracting State;

a) have directly or indirectly or through one or more person, wherever resident, a
substantial interest in such person, in the form of a participation or otherwise; or

b) exercise directly or indirectly, alone or together, the management or control of such
person.

2. A substantial interest shall be deemed to exist when at least 25 percent of the capital stock
of the company is so held.

Article 27

MEMBERS OF DIPLOMATIC l\flSSIONS AND
CONSULAR POSTS

Nothing in this Agreement shall affect the fiscal privileges of members of diplomatic missions
and consular posts under the general rules of international law or under the provisions of special
agreements.
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CHAPTER V 
F1NAL PROVISIONS 

Article 28 

ENTRY INTO FORCE 

Each of the Contracting States shall notify to the other, through the diplomatic channels the 
completion of the procedures required by its domestic law for the bringing into force of this 
Agreement. This Agreement shall enter into force on the date of the latter of these notifications 
and its provisions shall have effect for taxes with respect to every taxable period beginning on or 
after the first day of January of the year following that of entry into force of the Agreement. 

Article 29 

TERMINATION . I 

This Agreement shall remain in force until terminated by a Contracting State. Either Contracting 
State may terminate the Agreement, through diplomatic channels, by giving notice of termination 
at least six months before the end of any calendar year following after the period of five years 
from the date on which the Agreement enters into force. In such event, the Agreement shall cease 
to have effect for taxes with respect to every taxable period beginning on or after the first day of 
January of the year following that in which the notice is given. ' 

·1!: 

: 

IN WITNESS WHEREOF, the undersigned duly authorized hereto, have signed the present 
Agreement. 

Done in duplicate at MI.\N�.Mf.L this ..... 1!:f:.tli .......... day of .N.a)l&Ml?.�lL2005, in the 
Arabic, Turkish, and English Languages, all three texts being equally authentic. In case of 
divergence between the texts, the English text shall be the operative one . 

For the Government of the 
Kingdom of Bahrain 

H.E. Ahmed bin Mohammed Al Khalifa 
Minister of Finance 
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. - ·· I. . . 

. ' 

For the Government of the 
Republic of Turkey 

. I 
I 

H.E. Mr. Ktir�at Tilzmen 
Minister of State 

' . 




