| IN THE NAME OF ALLAH

AGREEMENT

A ( THE GOVERNMENT OF

| THE KINGDOME OF BAHRAIN
~AA AN/ AND \/8 1A

~. | JTHE GOVERNMENT OF ",

THE ISLAMIC REPUBLIC OF IRAN

,;i-' 1

A SS. FOR THE
AVOIDANCE \OF DOUBL'!E TAXATION
WITH RESPECT: TO TAXES ON
INCOME AND ()N CAPITAL

‘_*' - l\r.ﬁ" _‘H
1Y g




THE GOVERNMENT
OF THE KINGDOME OF BAHRAIN
AND
THE GOVERNMENT
OF THE ISLAMIC REPUBLIC OF IRAN

hereinafter referred to as the Contracting States;

Desiring to conclude an Agreement for the avoidance of double taxation with respect to taxes
on income and on capital;

HAVE AGREED AS FOLLOWS: s

z.J_

e PERSONAL SCOPE i A

Yo

This Agreement Shall apply to persons who are re51dents of one or both of the
Contracting States i
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Article/2
TAXES COVERED,-.‘?

1. This Agreement shall apply to taxes on 1ncomeand on capital imposed on
behalf of each Contractlng State or its logal , authorltles irrespective of the
manner in which they [areklewed | i_“ /

2. There shall be regarded as taxes on ’1nCome and on capital taxes imposed on
total income, on total caprtal r-on elefnentsTof income or of capital, including
taxes on gains from the ahenatdm of rhovable or immovable property, taxes on
the total amounts of wages or salaries paid by enterprises, as well as taxes on

capital appreciation.
3. The existing taxes to which the Agreement shall apply are:
a) in the case of the Islamic Republic of Iran:
~ (i) the income tax;

(i1) the property tax;

(hereinafter referred to as “Iranian tax”),
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b) in the case of the Kingdom of Bahrain:
the income tax (Amiri Decree No.22/1979)

(hereinafter referred to as “Bahrain tax™).

4. This Agreement shall apply also to any identical or substantially similar
taxes, which are imposed after the date of signature of this Agreement in
addition to, or in place of, the existing taxes. The competent authorities of the
Contracting States shall notify each other within a reasonable period of any
changes, whichhave been made in their respectivé“téxatidn laws.

- Article 3
GENERAL DEFINITIONS

1. For the pur_“p()ées of this Agreement, unless the conteXt otherwise requires,
the meanings of the terms are as follows:

a) -
(i) the term “Islamic Repubhc of Iran means the territory under the
soverelgnty and or jurisdiction of the Islamic Republic of

Iran;

(i1) the term “Bahram means, the ten 1tory of the Kingdom of Bahrain
as well as the marmme areas, seabed and subsoil over which
Bahrain exertises, in, accordance ‘with international law, sovereign
rights and Jurlsdlctlon

b) the term “person” meahs:.\

(1) an individual,
(11) a company or any other body of persons;

c) the term “company” means any body corporate or any entity,
constituted or recognized under the laws of one or other of the
Contracting States or which is treated as a body corporate for tax

purposes;

d) the terms “enterprise of a Contracting State” and “enterprise of 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 “international traffic” means any transport by a ship, boat,
aircraft, or road vehicle and railway operated by an enterprise of a
Contracting State, except when the ship, boat, aircraft or road vehicle
and railway is operated solely between the places situated in one of
the Contracting States;

f) the term “competent authority” means:

(i) in the case of the Islamic Republic of Iran, the Minister of
Ecdnomic \Affairs and Finance or -his._anthorized_ representative;

(ii) in.the case of the Kingdom of Bahraln the Mlnlster of Finance and
Natlonal Economy or his- authorlzed representatlve

2. As regards the application of the Agreement by a Contracting State, any
term not defined therein shall, unless the context otherwise requires, have the
meaning which' it has under the laws of that State concernlng the taxes to
which the Agreement apphes

Article 4

RESIDENT/

1. For the purposes of this Agreement, the term “resident of a Contracting
State” means any person who. under the laws.of the State is liable to tax therein
by reason of his re51dence donncﬂe ‘place of management or any other
criterion of a similar na‘(ure and-also, Includes that State or any local authority
thereof. This term, however, doesnot melude any person who is liable to tax in
that State in respect only of income from sources in that State or capital
situated therein.

2. Where by reason of the provisions of paragraph 1 of this Article an
individual is a resident of both Contracting States, then his status shall be
determined as follows:

a) he shall be deemed to be a resident of the State in which he has a
permanent home available to him. If he 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
(center of vital interests);




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

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

d) if he is a national of neither of the States, and or if under the previous
paragraphs, he may not be deemed a resident of one of the Contracting
States, then the competent authorities of the Contractlng States shall
settle the questlon by mutual agreement ; !

3. Where, .a- person “otherthan-4n. 1nd1v1dual is'a I‘CSIdent of both Contracting
States, then'it. shall bedeemed to: be a. re51dent of the State 1n Wthh its place of
effective management is situated. Reae

| AkaS /1)
PERMANENT ESTABLISHMENT

1. For the purposes“f' of-' this Agreement, the tefm -'}t;’ermanent establishment”
means a fixed place of business through wh1ch an enterprlse of a Contracting
State wholly or partly carrles on the busmess Jn the other Contracting State.

§ n
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2. The term ¢ permanent estabkh_shment in_el'udES egpeeially:

§ v

a) aplace of management /7]

b) a branch; ' N Ve

c) an office; =

d) a factory;

e) a workshop;

f) a mine, an oil or gas well, a quarry or any other place of exploration,
exploitation and/or extraction of natural resources.

3. A building site, a construction, assembly or installation project or
supervisory activities in connection therewith, constitutes a “permanent
establishment” but only where such site, project or activities continue for a
period of more than 12 months.
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4.  Notwithstanding the preceding provisions of this Article, the following
activities of an enterprise of a Contracting State in the other Contracting State
shall be deemed not to be treated as carrying on through the permanent
establishment:

a) the use of facilities solely for the purpose of storage or display 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 or display;

c) the maintenance of a stock of goods or merchandise belonging to the
enterprlse solely for the purpose of processmg by artother enterprise;

d) the mamtenance ofa fixed place of busmess solely for the purpose of
purchasmg goods-or mercha.ndlse oL of collectlng 1nformat10n for
the enterprlse e

e) the mamtenance of a fixed plage of busmess solely for the purpose of
advertlslng, and/or scientific research,  for that enterprise and/or
carrymg on any other activity/of a pr eparatory or auxﬂlary character;

f) the mamtenance of a fixed place of . business solely for any
combination of \activities mentioned; in ‘sub- paragraphs a) to e)
provided J[:hat ‘the, overall activity of the fixed place of business
resulting from fhis. comblnatlon 1s_ ‘ofa preparatory or auxiliary
character. AN 2

5.  Notwithstanding the pI‘OVISiQnS *of paragraphs 1 and 2 where a person
(other than an agent of mdependenp status ‘to whom paragraph 6 applies) is
acting in a Contracting State on- behaif ofan enterprise and has and habitually
exercises in a Contracting State an authority to conclude contracts in the name
of the enterprise, that enterprise shall be deemed to have a permanent
establishment in that State in respect of any activities which that person
undertakes for the enterprise unless the activities of such a person are limited
to those mentioned in paragraph 4 which, if exercised through a fixed place of
business would not make this fixed place of business a permanent

establishment under the provisions of that paragraph.

6. 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 other 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 status if the transactions between the agent and the enterprise
were not made under arm’s length conditions.

7.  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 l
through a permanent establishment or otherwise), shall not of itself constitute

either cornpany apermanent establishment of the other 1} i)

| . £ et Art1c1e6
kel INCOME FROM IMMOVABLE
PROPERTY

1. Income derived: by a resident of a Contractmg State from immovable
property (mcludmg mcome from agriculture of forestry) situated in the other
Contracting State Shall be taxable in that other State

2, The term* 1mmovab]e property” shall have the meamng, which it has under
the laws of the Contractmg State in which thé property in question is situated.

The term shall in any case 1nelude propertyj aecessory to immovable property,
livestock and equlpment used \n agrlcuituré and forestry, rights to which the
provisions of general Iaw respectmg landed property apply, usufruct of
immovable property and, rrghts 10. ‘var{able Or ﬁxed payments as consideration
for the working of, or the rrghtto rk ineral deposits, sources and other
natural resources including oil, gas and quarries. Ships, boats, aircraft, or road
vehicles and railway shall not be regarded as immovable property.

3.  The provisions of paragraph 1 of this Article shall apply to income
derived from the direct use, letting, or use in any other form of immovable

property.

4. The provisions of paragraphs 1 and 3 of this Article shall also apply to the
income from immovable property of an enterprise and to the income from
immovable property used for the performance of independent personal
services.

L e




Article 7
BUSINESS PROFITS

1. The profits of an enterprise of a Contracting State shall be taxable only in
that State unless the enterprise carries on business in the other Contracting
State through a permanent establishment situated therein. If the enterprise
carries on business as aforesaid, the profits of the enterprise may be taxed in
the other State but only so much of them as is attributable to that permanent
establishment.

2. Subject to the provisions of paragraph 3, of this Article where an enterprise
of a Contracting State carries on busmess in the.other Contracting State
through a peimanent establishment situated ™ “therein, there shall in each
Contracting State be- aftributed to that permanent estabhshment the profits
which it mlg‘ht be expected fo make- if it'were a distinct and separate enterprise
engaged in the sameor similar actlvitles under the. same or similar conditions
and dealifig- wholly 1ndependent1y with the enterpnse of which it is a
permanent estabhshment

3. In deternunmg the \profits of a permanent estabhshment there shall be
allowed as deductlons expenses 1nclud1ng leXecutive and general
administrative eXpenses, insofar as they are incurred for the purposes of the
permanent establishnient, whether incurred in the’ State in which the permanent
establishment is 31tuated ér elsewhere. A ]
4. Tnsofar as it has been customary in aContraCtmg State to determine the
profits to be attributed, toa- permanent. «Establishment on the basis of an
apportionment of the total proﬁt‘s of the. enferprlse to its various parts, nothing
in paragraph 2 shall preclude that Contractlng State from determining the
profits to be taxed by such, an.a portlonfnent as may be customary. The
method of apportionment adopted shall however, be such that the result shall
be in accordance with the principles embodied in this Article.

5. No profits shall be attributed to a permanent establishment by reason of the
mere purchase by that permanent establishment of goods or merchandise for
the enterprise.

6. The profits to be attributed to the permanent establishment shall be
determined by the same method year by year unless there is good and
sufficient reason to the contrary.




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

Article 8
INTERNATIONAL TRAFFIC

Income derived by an enterprise of a Contracting State from the operation of
ships, boats, aircraft or road vehicles, and railway in international traffic shall
be taxable only in that Contracting State.

LTS Article 97
: ASSOCIATED ENTERPRISES

1. Where

a) an enterprlse ofa Contractmg State partlclpates directly or indirectly in
the management, control or capltal of an | enterprlse of the other
Contractmg State or B ~

b) the same persdn's participate directly or indiréctly in the management,
control or, cap1ta1 of an enterprise , of a~Contracting State and an
enterprise of the other Contractlng State '

and in either case conquns are made or_, 1mposed between the two
enterprises in their comrnerc1a1 O ﬁnanc:lal relatlons which differ from those
which would be made" between independent enterprises, then any profits
which would, have accrued t0‘one’ oTt‘he*enterprlses but, by reason of those
conditions, have not so accrued, may be included in the profits of that

enterprise and taxed accordingly.

2. Where a Contracting State includes in the profits of an enterprise of that
State - and taxes accordingly - profits on which an enterprise of the other
Contracting State has been charged to tax in that other Contracting State and
the profits so included are profits which would have accrued to the enterprise
of the first-mentioned State if the conditions made between the two enterprises
had been those which would have been made between independent enterprises,
then that other Contracting State shall make an appropriate adjustment to the
amount of the tax charged therein on those profits. In determining such
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adjustment, due regard shall be had to the other provisions of this Agreement
and the competent authorities of the Contracting States shall, if necessary
consult each other.

Article 10
DIVIDENDS

1. Dividends paid by a company which is a resident of a Contracting State to a
resident of the other Contracting State may be taxed in that other Contracting
State.

2. However,; such d1V1dends may also be taxed in the Contractlng State of
which the company, paying the dividends is-aTfesident and'according to the
laws of that State, butif the re01p1ent is the resident. of the other Contracting
State and ‘the- beneﬁc1al ownerof ‘the’ dividends the tax SO' charged shall not
exceed 5 petcent of the gross amount of the dividends.

This paragraphy shall not affect the taxation of the company in respect of the
profits out of which the d1v1dends are pald -

3. The term “d;vmi‘ends” in thlrs‘- Art1_e1e means /‘\income from shares,
“Jouissance” shares-or ¢Jouissance” rights, founders' shares or other rights (not
being debt-claims; par'ticipating in profits), as’w"ell as income from other
corporate rights Wthh is subjected to the same taxatlon treatment as income
from shares by the laws of the State of whlch the company making the
distribution is are31dent1 ;

& .* i
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4. The provisions of paragraphs 1,and 2- shall not apply if the beneficial owner
of the dividends, being & re81dent of a Contractmg State, carries on business in
the other Contracting State “of wh}eh ~the Company paying the dividends is a
resident, through a permanent “establishinient situated therein, or performs in
that other Contracting 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. Where acompany 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 Contracting State or insofar as the
holding in respect of which the dividends are paid is effectively connected
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with a permanent establishment or a fixed base situated in that other
Contracting 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 Contracting State.

Article 11
INTEREST OR INCOME FROM DEBT CLAIMS

. Interest or income from debt claims arising in a Contracting State and paid
to a resident, .of the other Contracting State may be taxed in that other
Contractmg State e " :

2. However such 1nterest af’ incofie from debt clarms may also be taxed in the
Contracting”’. State in WhICh it arises and according to ‘the laws of that State, but
if the recipient/ is a' resident of the other Contracting State and the beneficial
owner of the mterest or income from debt claims the tax so charged shall not
exceed 5 percent of the gross amount of the 1nterest or income from debt
claims. RARY; - - ¥ U

3. The term 1nterest” \as used in this Article meang income from debt-claims
of every kind, whether or not secured by mortgage and whether or not
carrying a right te part1c1pate in the debtor's proﬁts and in particular, income
from government seglritiess and income frOm bonds or debentures, including
premiums and prizes attachmg to such securltles /bonds or debentures. Penalty
charges for late payment'shall 1ot be regarded asqnterest or income from debt
claims for the purpose of; thls Amcle ; _ st

i B
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4. Notwithstanding the provrsrons ‘of paragraph 2, interest or income from debt
claims arising in a Contracting State and derived by the other Contracting
State, ministries, other Governmental institutions, municipalities, Central Bank
and other banks wholly owned by the other Contracting State, shall be
exempted from tax in the first-mentioned State.

5. The provisions of paragraphs 1 and 2 shall not apply if the beneficial owner
of the interest or income from debt claims, being a resident of a Contracting
State, carries on business in the other Contracting State in which the interest or
income from debt claims arises, through a permanent establishment situated
therein, or performs in that other Contracting State independent personal
services from a fixed base situated there in, and the debt claim in respect of
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which the interest is 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.

6. Interest or income from debt claims shall be deemed to arise in a
Contracting State when the payer is that State itself, alocal authority or a
resident of that State. Where, however, the person paying the interest or
income from debt claims, whether he is aresident of a Contracting State or
not, has in a Contracting State a permanent establishment or a fixed base, in
connection with which the indebtedness on which the interest or income from
debt claims is paid and such interest or income from debt claims is borne by
such a permanent establishment or fixed base_then tsuch interest or income
from debt claimgs-shall be deemed to arise in the Contraetmg State in which the
permanent estabhshment or ﬁxed base is sﬂ:uated g

7. Where by reason of .a speCIal relanonshlp between the payer and the
beneficial -ownet -of ‘between both of them and some ‘other person, the amount
of the interest,; havmg regard to the debt-claim for which it is paid, exceeds the
amount which would have, been, agreed upon by the payer and the beneficial
owner in the absence: of such relatlonshlp, the provmons of this Article shall
apply only to the. last—mentloned amount; In such case;.the excess part of the
payments shall remain taxable accordmg to the laWs of each Contracting State,
due regard being hadfo the other provisions of this Agreement.

. Article, 12
ROYALTIES

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

2. 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 5 percent
of the gross amount of the royalties.

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

4. The 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 in that other Contracting State
independent personal services from a fixed base, and the right or property in
respect of which the royalties 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.

T~ ‘m

5. Royalties gshall *be. deemed to arise in a Contractlng State when the payer is
that State 1tse1f a Jocal. authonty ora re31dent of.that. State “‘Where, however,
the person: payrng the royaltles whether hels atesident of a Contractlng State
or not, has ifi'a; ‘Contragting. Staté.a i\ permanent, estabhshment or a fixed base in
connectionwith~Which the rlght or property gmng rlse to the royalties is
effectively connected and such royalties are borne by such permanent
estabhshment or ﬁxed bage then'such royalties shall be deemed to arise in the
Contracting * State in Wthh the permanent estabhshment or fixed base is
situated. \ V - - :

6. Where, by reason of a special relatlonshlp between the payer and the
beneficial owner or. between both of them and some other person, the amount
of the royalties paidy, hayrng regard to the use, rlght to use or information for
which they are paid, emeeds the amount whtoh would have been agreed upon
by the payer and the beneﬁmal Qwner in the absence of such a relationship, the
provisions of this Articlé shall- apply only to ‘the last mentioned amount. In
such case, the excess part of- the: payments shall remain taxable according to
the laws of each Contractlng State wlth dueregard to the other provisions of
this Agreement.

Article 13
CAPITAL GAINS

1. 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 Contracting 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
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State has in the other Contracting State or of movable property pertaining to a
fixed base available to a resident of a Contracting State in the other
Contracting State for the purpose of performing independent personal services,
including such gains from the alienation of such a permanent establishment
(alone or with the whole enterprise) or of such fixed base may be taxed in that
other Contracting State.

3. Gains derived by an enterprise of a Contracting State from the alienation of
ships, boats, aircraft or road vehicles and railway operated in international
traffic or movable property pertaining to the operation of such ships, boats,

aircraft or road Vehlcles and railway shall be taxable Only in that Contracting
State. g X y

4. Gains derlved by artesident of a Contractlng State from the alienation of
shares or other. corporate rights in a company the assets of'which directly or
indirectly consist mainly of immovable property s1tuated in the other
Contractlng State may be taxed inthat other Contractmg State

5. Gains from the- alifer.lation of any property othef ‘than that referred to in
paragraphs 1, 2, 3-and 4 shall be taxable only in the Contractmg State of which
the alienator is a res1dent P

&

Artlcle 14
INDEPENDENT PERSONAL‘SERVICFS
= \‘1 =/

J (& S
I. Income derived by a resident of " a Contractmg State in respect of
professional services or other activities of an independent character shall be
taxable only in that State unless he has a fixed base regularly available to him
in the other Contracting State for the purpose of performing his activities. If he
has such a fixed base, the income may be taxed in the other Contracting State
but only so much of it as is attributable to that fixed base.

2. The term “professional services” includes especially independent scientific,
literary, artistic, educational or teaching activities as well as the independent
activities of physicians, engineers, experts, lawyers, architects, dentists and
accountants.

IL_—_—— e ———
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Article 15
DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articles 16, 18, 19 and 20, of this Agreement
salaries, wages and other similar remuneration derived by a resident of a
Contracting State in respect of an employment shall be taxable only in that
state unless the employment is done in the other Contracting State. If the
employment is so done, such remuneration as is derived therefrom may be
taxed in that other Contracting State.

2. Notwithstanding the provisions of paragraph1, refiuneration derived by a
resident of & Contraotmg State in respect of an employment exercised in the
other Contractmg State Shall be taxable only.in the ﬁrst mentloned State, if:

a) the re01p1ent i present in that other Contractmg State for a period or
periods not exceeding in the aggregate 183, «days;in dny twelve month
per1o.d .Commenomg_ or endmg in the f__'lscal year eoncemed and

b) the remuneratlon is paid by, or on behalf of an employer who is not a
resident of that other Contracting State; and &

¢) the remuneratlon is not borne by a permanent ‘establishment or a fixed
base, which the employer has in the other State

3. Notwithstanding the precedmg provrs1ons of this Art1cle remuneration paid
by an enterprise ofa Contraetmg State-dn respect of an employment exercised
aboard a ship, boat, atrcraft or- road ‘vehicles- 4nd railway in international
traffic, shall be taxed only m the Contractmg State, in which the place of
effective management of the enterprlse issituated.

Article 16
DIRECTORS' FEES

Directors' fees and other similar payments derived by a resident of a
Contracting State in his capacity as a member of the board of directors of a
company which is a resident of the other Contracting State may be taxed in
that other Contracting State.

RIET o Dl TS et SRS |
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Article 17
ARTISTES AND SPORTSMEN

1. Notwithstanding the provisions of Articles 14 and 15, income derived by a
resident of a Contracting State as an entertainer, such as a theater, motion
picture, radio or television artiste, or a musician, or as a sportsman from his
personal activities as such exercised in the other Contracting State, may be
taxed in that other Contracting State.

2. Where income in respect of personal activities exercised by an entertainer
or a sportsman in his capacity as such accrues not to the entertainer or
sportsman himself but to another person, that income.may be taxed in the
Contracting State n. wh1oh the activities of the entertalner or sportsman are
exercised. -

3. The prov1slons of paragraphs 1 and 2 Shall not apply to the income derived
by an enterfainler of:a Sportsman from the activitiesperformed within the
framework of the cultural agreement concluded between the Contracting
States.

" Article I8
PENSIONS

1. Subject to the provmons of paragraph 2 of® Artlcle 19, pensions and other
similar remuneration pald to a resident of a Contractmg State in consideration
of past employment shall be taxed only in that Contrabtmg State.

2. However, such pens1ons and other sumlar remuneratlon may also be taxed
in the other Contracting State 1f thé payment is made by a resident of that other
State or a permanent estabhsh,rnent snuated therem

3. Notwithstanding the provisions of paragraph 1, pensions paid and other
payments made under public schemes, which are parts of the social security
system of a Contracting State or a local authority thereof, shall be taxable only

in that Contracting State.

Article 19
GOVERNMENT SERVICE

1. Salaries, wages and other similar remuneration, paid by a Contracting State
or a local authority thereofto an individual in respect of services rendered to
that State or local authority shall be taxable only in that Contracting State.

SRARIOREE - | L e
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However, such salaries, wages and other similar remuneration shall be taxable
only in the other Contracting State if the services are rendered in that other
State by an individual who is a resident of that State provided that he:

1) isanational of that other Contracting State; or
i1) did not become a resident of that State solely for the purpose of
rendering the services.

2. Any pension paid by, or out of funds created by, a Contracting State or a
local authority thereof to an individual in respect of services rendered to that
State or local authority shall be taxable only in that Contracting State.

3. The pr0v1810ns of Articles > i 16 and 18 shall apply to remuneratlon and
pensions in respect of semces rendered 11 connectlon w1th a business carried
onbya Contractlng State or a local authorrty thereof

Artlcle 20 F i :
TEACHERS STUDENTS AND RESEARCHERS

1. Payments Wthh a/ student or business apprent1ce who is a national of a
Contracting ~ State and who is present in the other: ‘Contracting State solely
for the purpose of hlS Educatlon or traln;lng tecéives for the purpose of his
maintenance, education’ On training shall not be taxed in that other Contracting
State, provided that such payments arise’ from sources outside that other State.

e, '=.." "f:_ !x._
% i P~
_. J |

2. Likewise, remuneration recelved by a teacher or by an instructor who is a
national of a Contracting State and who 1is present in the other Contracting
State for the purpose of teaching or engaging in scientific research for a period
or periods not exceeding two years shall be exempted from tax in that other
Contracting State, provided that such payments arise from sources outside that
other State.

This paragraph shall not apply to remuneration and income from research if
such research is undertaken for persons and enterprises with business

purposes.
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Article 21
OTHER INCOME

1. Items of income of aresident of a Contracting State, wherever arising, not

dealt with in the foregoing Articles of this Agreement shall be taxable only in
that Contracting State.

2. The provisions of paragraph 1 shall not apply to income, other than income
from immovable property as defined in paragraph 2 of Article 6, if the
recipient of such income, being a resident of a Contracting State, carries on
business in the other Contracting State through a permanent establishment
situated therem -or.-performs independent personal serv1c‘és from a fixed base
situated therein and the right or property in “Tespect. of Wwhich the income is
derived is effectlvely connected with'such ‘a-pérmanent’ estabhshment or fixed
base. In such case the provrslons of Artlele 7 or Artlele 14 as the case may be,

shall apply.«” P \J

L W\ Artlcle 22
A CapITAL \

1. Capital represented By immovable property; referred to in Article 6, owned
by aresident of a Contractmg State and SItuated m the other Contracting State,
may be taxed in that other Contractmg State,/ / s

-5 4 a / ;

2. Capital represented i)y movable proper’ty fonnlng part of the business
property of a permanent’ estabhshment whichi.an enterprise of a Contracting
State has in the other Contractmg State of by movable property pertaining to a
fixed base available to a lresdden&[ 6f" a Contracting State in the other
Contracting State for the purpose of performing independent personal services,
may be taxed in that other Contracting State.

3. Capital represented by ships, boats, aircraft orroad vehicles and railway
operated in international traffic and by movable property pertaining to the
operation of such ships, boats, aircraft or road vehicles and railway shall be
taxable only in that Contracting State.

4. All other elements of capital of aresident of a Contracting State shall be
taxable only in that State.
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Article 23
METHOD FOR THE ELIMINATION OF
DOUBLE TAXATION

1. Where a resident of a Contracting State derives income or owns capital
which, in accordance with the provisions of this Agreement, may be taxed in
the other Contracting State, the first-mentioned State shall allow:

a) as a deduction from the tax on the income of that resident, an amount
equal to the income tax paid in that other Contracting State;

. e g,
. - B %

.....

Such deductlon in elther case shall ndt Thowever eXQeed that 'part of the tax as
computed before the deduction is given, which is attrlbutable as the case may
be, to the i 1ncome or the capltal | , | L

f-., 5 i -._. FA 7\ FA' /\ A P )
2. Where in accordan,ce w1th any prov151on of the Agreement income derived or
capital owned byia re31dent of a Cohtracting State | is exempted from tax in that
State, such State: may, *notwrchstandmg the exemptlon, in calculating the amount
of tax on the remalnlng income or capital of such remdent take into account the
exempted income Qr capltal r_ =~

4 F o 1 ]
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Artlcle 24 £

v Nogz‘*DNCRIMINATION
\ Y.

1. Nationals of a Contrac\}tlng Btateéﬂhall not be subjected in the other
Contracting State to any taxation or any requirement connected therewith
which is other or more burdensome than the taxation and connected
requirements to which nationals of that other Contracting State in the same
circumstances are or maybe subjected. This provision shall, notwithstanding
the provisions of Article 1, also apply to persons who are not residents of one
or both of the Contracting States.

2. The taxation on a permanent establishment, which an enterprise of a
Contracting State has in the other Contracting State, shall not be less favorably
levied than the taxation levied on enterprises of that other Contracting State
carrying on the same activities.
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3. 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.

4. Except where the provisions of paragraph 1 of Article 9, paragraph 7 of
Article 11, or paragraph 6 of Article 12 apply, interest or income from debt
claims, 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 determmmg the taxable profits of such énterprise, be deductible
under the same-conditions as if they had been- “paid to'a resident of the first -
mentioned State Similat] y, any debts of an enterprlse gf a Contractmg State to
a resident, of the &ther Contractmg State shall,for the purpose 'of determining
the taxablé capltal of suchr enterpr1se be. deductlble under the same conditions
as if they had- been paid to a resident of the first - mentloned State.

5. These pI'OVlSlOIlS shall  not be construed as obhgmg a Contractmg State to
grant to residents of the other Contractmg State any perSonal allowances,
relieves and reductlons for taxation’ purpéses: on decqumt! of civil status or
family resp0n81b111tles wh1ch it grants to its own remdents

. Article 25
MUTUAL AGREEMENT PROCEDURE

1. Where aresident of 2 Contractmg State con51ders that the actions of one or
both of the Contracting™ States result or w,111 result for him in taxation not in
accordance with this Agreemeht he may, 1rrespect1ve of the remedies provided
by the national laws 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 24 to that of the Contracting State of which he is a
national. The case must be presented within three years from the first
notification of the action resulting in taxation not in accordance with the

provisions of the Agreement.

2. The competent authority shall endeavor, 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
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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 endeavor 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 elimination 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 The competent authorities, ethrough consultations,
shall develop ‘appropnate procedures, condltlons “methodsjand techniques for
the 1mplementat10n of the mutual agreement procedure provrded for in this
Article. o - - )
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_; Article26 | Ty
EXCHANGE OF INFORMATION - 4

/~ i ‘ I, ‘_ / / I Ay

1. The competent authorltles of the Contractlng State’s shall exchange such
information as js neoessary for carrylng out the pro‘vrsro‘ns of this Agreement
or of the domestic. laws concernmg taxes covered by the Agreement insofar as
the taxation thereunder \is not contrary to the’ Agreement The exchange of
information is not restrloted by Article 1. Any mf()rmatron received by a

Contracting State shall ba lreated as secret in thesame manner as information
obtained under the domestlc laws of thay 'State and shall be disclosed only to
persons or authorities 1rrcﬁudrng courtss ar'fd adrnmlstratrve bodies involved in
the assessment or collection of, the- epfgreement of prosecution in respect of or
the determination of appeals m\'s I;elatron Ao, the taxes covered by the

purposes. They may disclose the 1nformat10n in public court proceedings or in
judicial decisions.

2. Inno case shall the provisions of paragraph 1 be construed so as to impose
on a Contracting State the obligation:

a) to carry out administrative measures at variance with the laws and the
administrative practice of that or of the other Contracting State;

b) to supply information which is not obtainable under the laws or in the
normal course of the administration of that or of the other Contracting
State;

SN S33 PIRIAN
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¢) to supply information which would disclose any trade, business,
industrial, commercial or professional secret or trade process, or
information the disclosure of which would be contrary to public policy
(ordre public).

Article 27
MEMBERS OF DIPLOMATIC MISSIONS AND
CONSULAR PoOSTS

Nothing in this Agreement shall affect the fiscaly-ptivileges of members of
diplomatic m1ssron340r Zconsular posts under the general rules of international
law or under the pr0v1510ns of spe01al agreements‘ “ gy

Article 28 |
> o ;‘ENTRY INT.O FORCE ",
1. This Agreement shall be ratlﬁed it elther of Contractmg State in accordance
with their laws| and regulatlons and the 1nstrurnents of ratification shall be
exchanged as soofi as p0551ble a

2. The Agreement _Shall .enter into force upon the exchange of instruments
of ratification and 1ts pr0V1S1ons shall haveq effect in respect of the portions of
income and cap1ta1 tha’t are-earned or, ex1st on the beginning of or after 1*
January (11" Day Solar HJJra) in‘the calendar year following the year in which

this Agreement shall han taken legal effect,- f

Article 29
TERMINATION

This Agreement shall remain in force until it is 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 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 in respect of any portion of the income and capital that
exist or are earned on the beginning of or after 1% January (1 1" Day Solar

e
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Hijra) in the calendar year following the year in which the notice has been
given.

Done in duplicate in Tehran on October 19, 2002, corresponding to r
27/Mehr/1381 solar Hijra in the Arabic, Persian and English languages, all
texts being equally authentic. In case of any divergence of interpretation, the
English text shall prevail.

In witness whereof the undersigned, duly authorized thereto, by their
respective Governments, have signed this Agreement.

For the Government of ... For.the Government of
the Kingdom, of Bahrmn_:';“\ < the Islamlc Republic of Iran

s L J - LA)} y Ih ”,,
Minister Qf"_ ey [ (200N Mmls’(ér of Economic
and Natlonal Economy T iom Affalrs and Finance
Abdulla Hassa Saif | Tahmaseb Mazaheri
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