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STATUTORY INSTRUMENTS

2012 No. 3075

CAPITAL GAINS TAX
CORPORATION TAX
INCOME TAX

The Double Taxation Relief and International
Tax Enforcement (Bahrain) Order 2012

Made - - - - 12th December 2012

At the Court at Buckingham Palace, the 12th day of December 2012
Present,

The Queen’s Most Excellent Majesty in Council

A draft of this Order was laid before the House of Commons in accordance with section 5(2) of the
Taxation (International and Other Provisions) Act 2010(1) and section 173(7) of the Finance Act
2006(2) and approved by a resolution of that House.

Accordingly Her Majesty, in exercise of the powers conferred upon Her by section 2 of the Taxation
(International and Other Provisions) Act 2010 and section 173(1) to (3) of the Finance Act 2006, by
and with the advice of Her Privy Council, orders as follows—

Citation

1. This Order may be cited as the Double Taxation Relief and International Tax Enforcement
(Bahrain) Order 2012.

Double taxation and international tax enforcement agreement to have effect

2. It is declared that—

(a) the agreement set out in the Schedule to this Order has been made with the Government
of the Kingdom of Bahrain;

(b) the agreement has been made with a view to affording relief from double taxation in
relation to income tax, corporation tax, capital gains tax and taxes of a similar character

(1) 2010c.8.
(2) 2006 c.25.


http://www.legislation.gov.uk/id/ukpga/2010/8
http://www.legislation.gov.uk/id/ukpga/2006/25
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imposed by the laws of the Kingdom of Bahrain and for the purpose of assisting
international tax enforcement; and

(c) it is expedient that the agreement should have effect.

Richard Tilbrook
Clerk of the Privy Council
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SCHEDULE Article 2

AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED
FIMGDOM OF GREAT BEITAIN AND NORTHERN IRELANID AND
THE GOVERNMENT OF THE KINGDOWM OF BAHEAIN FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE PEEVENTION
OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME
AND ON CAPTTAL GAINS

The Governmient af the Umited Eingdom of Great Bntarn and Morthern Treland and the
Government of the Kmgdom of Bahram,

Diesinng to conchede an Agreement for the avoidance of double taxation and the prevention of
fiscal evasion with respect o Livees on incoeme and on capilal gains,

Have agreed as fallows:
ARTICLE 1
Persons covered

Thas Agreement shall apply o persars who are residents al’ one ar beth of the Contracting Stabes.
ARTICLE 2
Taxes coverad

(n Thes Agreement shall apply to laxes an incame and an capilal gams impoesed an behall of
i Cortracting State or of its palitical subdivisions or local authorities, irrespective of the manner in
which they are levied

(2] There shall be regarded ns taxes an income and on capital gains all taxes imposed on total
mcome, of on elements of income, mcluding taxes on gains from the alienation of movable ar
immovahle property.

(3 The eastmg taxes to which this Agreement shall apply are in particular:

(a}  inthe case af the Kingdam of Bahrain income tax payable under Amin Decres Mo
221974 (“The Cal Tax™)

(hereinafber referred to as "Hahrain 1ax™),
(b)  inthe case of the United Kingdom:
(i the ineoms tax
(i) the corporation tax; and
{1ir) the capital gains tax;
(hereinafter referred to as “United Kingdom tax®)

(4] Thes Agreement shall also apply 1o any idertical ar substantially simalar taoes that are



Document Generated: 2023-07-14

Status: This is the original version (as it was originally made). This
item of legislation is currently only available in its original format.

imposed by either Contracting State after the date of signature of this Agreement in addition i, or
in place of, the existing taxes. The competent authanties of the Contracting States shall notity
each other of any significant changes that have been made m their taxation laws.
ARTICLE 3
Cieneral definitions

(n For the purpeses of this Apreement, unless the comext otherwise requires:

(a}  thetermn * the Kingdom of Bahrain™ means the territory of the Kingdom of Behrain
as well as the mantime areas, seabed and subsoal over which Bahrain exercises, in
aeeordanes with interngtional law, seversign rights and jusisdiction,

(b1 the term "Linited Kingdom” means Great Britain and Narthem [reland, including
any aren outside the termtonal sea of the United Kingdom which im accordance with
international law has bem or may bereafter be designated, under the laws of the
United Kingdom concerning the Continental Shelf, a3 an area within which the
rights of the United Kingdom with respect to the sea bed and sub-soil and their
natural resources may be exercised;

(g}  theterms "a Contracting State® and "the other Contracting State” mean Bahram or
the United Kingdom, as the conbext requires,

(d)  the tern “persom” includes an individual, & company and any other body of persons;

fe)  the term "company” means any legal entity thal 5 trested as a company or body
corparate for tax purposs or any other entity constituted or recogrsed undes the
laws of ome or other of the Contracting States as a body comporate;

(fy  thetern "enterprise” spplies to the carrying on of any busines,

the termn "husiness” means any profit seeking activity including the armance of
¥ 4 3 B
professional services and of other activities of an independent character,

(h]  the terms "enterprise af a Contracting State® and “enterprise of the aother
Contracting State” mean respectively an enferprise carmied on by a resident of a
Contracting State and an enterpriss carmed on by a resident of the ather Contracting
State;

(1) the term "internstional traflie” means any transport by a shap ar arerall aperated by
an enterprise of a Coniracting Slsle, excepl when the shep or aircrafl s operated
salely betwesn places in the other Contracting State;

() the term "competent sulhorily” means:

(1) inthe case of Bahrain, the blimster of Finance or his autharsed
representative;

(i) inthe case of the United Eingdom, the Commissioners for Her Mageaty™s
Revenue and Customs ar their suthorised representative;

(k] the term "national® means:

{11 relabion to Bahrain, any indrvidual posessing the nationality of the
Eingdom of Bahrain, and any legal person, partnership, association ar other
entity deriving its status as such from the laws m foree in Bahram,
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{1} in relation to the United Kingdom, any British citizen, or any British subject
not possessing the citizenship of any ather Commeonwealth country ar
temritory, provided he has the nght of abode in the United Kmgdom; and any
legal person, pannership, association or other entity deriving is status as
such from the law in force in the United Eingdom;

() the term "recopnised stack exchange” means:

1) the Bahrain Steck Exchange, any successor therelo and any other Bahran
imvestmint exchange recognised under Bahrain law;

{1} the London Stock Exchange, any successar thereto and any cther Linited
Kingdom mvestment exchange recognased under United EKingdom law; and

{nn}  any ather stock exchange agreed upon by the compstent adthonties

(2) Aa regards the application of this Agreement at any time by & Contracting State, any term
mat defined therein shall, unless the context otherwise requires, have the meaning that it hes at that
time under the laws of that State for the purposes of the laxes to which thes Agreemnent apples,
any meaning under the applicable tax laws of that State prevailmg over a meaning given 1o the
term under obher lvws of that State
ARTICLE 4
Residence

n For the purposes of this Agresment, the term “resident of a Contracting $1ate” means:

(a}  in the case of Bahrain, any indnadual who hes 2 permanent home, his centre of
vital interests, of habitual abode in Bahrain, and 8 company incarporated of having
its place of effective management in Bahrain,

(b]  in the case of the United Kingdom, any person who, under the laws of the United
Kingdomy, is lishle to tax therein by reson of his residence, place of management,
place of incorporation or any other criterion of & girilar nature. The term, however,
does not include any persan who is liable 1o tax in the United Kingdom in respect
valy of income from sources m the United Kingdom.

(2] The term "resident of a Cantracting State” also includes that State and any palitical
subdivision or local suthority thereof.

] Where by rensan of the provisiens of paragraph {17 of this Arscle an individual 15 a
resident of bum(_"mlral:ling States, then his status shall be determined m aceardancs with the
follewing rules:

(a}  heshall be deemed to be a resident only of the Contracting State in which he has 2
permanent home avaslable to ham; if be has a permanent home avarlable to him in
Baith States, he shall be deemed 1o be a resident only of the State with which his
personal amd economic relations are closer (cenire of vital inferests);

(b]  ifthe Contracting, State in which he has his centre of vital imerests cannot be
determined, or if he dogs mot have a permanent hoene available to him in either
State_ he shall be deemed to be a resident only of the State in which he has an
hahitual abode;

(e} if he has an habitaal abode in both Contracting States or in neither of them, he shall
b deemed to be a resident only of the State of which he is & national;
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(d)  ifhe is & natenal of both Contracting States or of neither of them, the competent
authorities of the Coriracting States shall settle the guestion by mutual spresment.

(4] Whese by reasan of the provisions of paragraph (1) of this Ansele a person other than an
individual is & resident of bath Contracting States, then it shall be desmed to be o resident anly of
the State in which its place of effective management = situated.

ARTICLE 3
Permanent estabilishmwent

(n Fort the purpeses of this Apseement, the term “permanent establishment® means a fixed
place of business through which the business of an enterprise is wholly of panly cammed on

| The term "permanent establshment® includes especially

fa) & plsce of mansgerment,

(bl abranch;
(e} nnoffice,
(d) o factany,
€] aworkshop;
(fy  awarchouse,

(g) osales outlet;

(h) & mine, an ol or gas well. a quarry or any other place of explorstion, extraction or
exploitation of natural rescurces;

() arefirery.

(3 A building site or construction o installation project constitutes a permanent
estahlishment anly if it lasts more than twelve months.

4] A permanent establshment shall be deemed to exist wherne:

{a}  anenterprise furnishes services through emplovees or other personnel
the enterprise for such purpose, but only if the activities of that nature continue {for
the same or a4 cannected project) within a Contracting State for a penod or penods
aggregaling more than 183 days inany twelve month penod commencing or ending
in thee e year concermed:

(b]  an enterprise through an individual resadent in a Conlracting State performs
servaces in the ather Contracting State and the individual s stay in that other
Contracting State ia for s period sggrepating mores than 153 days in any twelve
month period commencing or ending in the tax vear concemed

(5] MWaotwithstanding the preceding provissions of this Article, the berm “permanent
estabhlhishment” shall be deemed not (o mclude:

(ap  the use of facilities salely for the purpose of storage, display o delivery of goods or
merchandise bzlanging 1o the enerpnse;

(b1 the maintenanee of a stock of goeds or merchandise belonging to the mterprise
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salely for the purpose of storage, display or delivery,

{c}  the maintenance of a stack of goods or merchandise belonging to the enterprise
salely for the purpase of procsssing by another enlemprise;

(d)  the maimenance of A fixed place of business solely for the purpose of purchasing
gonds ar merchandise, or af collecting information, for the enterprse;

(e} the maimtenance of o fixed place of business solely for the purpose of carmying an,
for the enterprise, any other activity of a preparatory or auxiliary character;

(fy the maimensnce of a fixed place of business solely for any combination of
activities mentioned in sub-paragraphs {a) to () of this paragraph, provided that the
overall activity of the fixed place of business resulting from this combmation s of a
preparatony or ausaliary character

] Matwithstanding the pravissons of paragraphs (1) and (2) of this Article, where a person -
cilser than an agent of an independent status to whom paragraph (8) of this Amicle applies - s
acting on behalf of an enterprise and has, and habitually exercises, in o Comracting State an
authority 10 conclude contracts on behalf of the enterprise, that enterprse shall be deemed to have
# permanenl establishement in that State in respedt of any sctivities which thal persan undertakes
for the enterprise, unless the setivities of such person are limited 1o those mentioned in paragraph
(%) of this Amicle which, if exercised through a fixed place of business, would nes make this fixed
place of business a permanent establishment under the provisions of that paragraph

(7 Matwithstanding the preceding provissons of thas Article, an insurance company of a
Crontracting Stale shall, excepl in regard to resrsurance, be deemed to hove a permanent
establishment in the other Contracting State iF it collects premiums i the territory of that other
Conkracting State or insures risks situated therein through a person, other than an agent of an
imndependent status Lo wham paragraph (8] of thas Article applies.

(8] An enterprise shall not be deemed to have a permanent establishment in s Confracting
State merely becnuse it camries an business in that State throwgh a broker, general commassion
agent or any other agent of an independent statas, provided that such persons are acting in the
codinary course of their business.

el The faet that a company which i & reaident of a Contracting Stste controls or & controlled
by & company which is a resident of the other Cortracting State, or which carries on business in
that cther State (whether through a permanent establishment or ceherwise), shall not of itself
comstivute eithes company a permarent sstablishment of the cther.
ARTICLE &
Income from immovahle propery

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

() The term "immaovable property” shall have the meaning which it has under the low of the
Contracting Stale m which the property i guestion 15 situaled  The term shall i any case malude
prapearly accessary Lo immovahle property, lvestack and equipment used in agriculiure and
forestry, rights to which the provisions of general law respecting landed property apply, wsufnact
of immevable property and rights to variable or fixed payments as consideration for the working
of, o the nght o wark, mineral depasits, sourees and other natural resources, ships and areraft
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shall nat be regarded ns immovable propery

(3 The pravisiors of paragraph (1) of this Article shall spply to income derived from the
direct use, letting, or use in any other fomm of immovable propeny.

(4] The pravisiars of paragraphs (1) and {3) of this Article shall alsa apply to the incame
from immovable property of an enterprise.
ARTICLE 7
Business profits

n The prafits of an enterprise of & Contracting State shall be taxable anly in that State unless
the enterprise carmies on business m the ather Contracting State through a permanent establishment
situated therein. If the enterprise carties on business as aforesaid, the profits of the enterprss may
bz ez i the other State but only so much of them as is sitribatsble w that permanest
establishment,

(2 Subject to the provisions of parsgraph (3) of this Aricle, where an erterprise of a
Contracting State carries on business in the other Contracting State through a permanent
estahlishment situated theresn, there shall in each Cantracting Stale be attributed Lo that permanent
establishment the profits which it might be expected 1o make i 1 wene a distinet and separste
enterpnse engaged in the same or similar activities under the same or similar conditions and
dealing whoelly independertly with the enterprise of which it is a parmanent establishment,

i3 In determining the profits of a permanent establishment, there shall be allowexd 2
deductions expenses which are moumed for the purposes of the permanent establishment,
mcluding executive and general adminstrative expenses o imeuarred, whether in the Conlracting
State in which the permanent establishmment is situated or elsewhere which are allowed under the
pravisions relating to indirect expenses in the domestic law of the Contracting State in which the
perminent establishment is siuated.

4] Ireseifar a5 it has been customany in a Contracting Stabe to determine the prodits to be
attnbuted t0 2 permanent establishment on the basis of an apporsonment ot the total profits of the
etilerprise 1o s vanous parts, nothing in paragraph (2] of this Anicle shall preclude that
Contracting State from determining the profits to be taxed by such an spportionment as ey be
oustomary. The method unfappnrlmn.ment shall, however, be such that the result shall be m
aceordanos with the principles contained in this Amiele

(5] Py profits shall be atiributed Lo a permanent establishment by reason of the mere purchse
by that permarent establishment of goods or merchandise for the enterprse.

(3] For the purpese of the preceding paragraphs of this Article, the profits to be atmbuted 1o
the permumnent establishment shall be determined by the same method year by year unless there =
a goad and sufficient reason to the conrary.

(7 Where profits include sbems of income or capital gains whach are deall with ssparately in
other Articles of this Agreement. then the provisions of these Articles shall not be affected by the
prawisions of this Anticle
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ARTICLE &
Shipping and air transport

(n Profits of an enterprise af a Contracting State from the aperation of ships or airerafl in
international traffic shall be taxable only in that State.

(2] Fist the purpeses of this Articke, profits from the aperation of ships or sirerafl in
imternational traffic inclode:

(a}  profits from the rentall om & bareboat basis of ships or aircrafi; and

(b)  profits from thi use, maintenance of rertal of containers (ncluding trailers and
related equiprment for the transpon of corainers) used for the ranspon of goods or
merchandise;

where such rental or such use, maintenance or rendal, as the case may be, is incidental to the
operation af ships or arcraft i intemational traffic.

(3 The pravisiars of paragraph (1) of this Arhicle shall also apply to profits fram the
parttcipation m a pood, 2 joint busmess or an inlernational cperating agency, bt only to so much
of the profits so derived as = altnbutable to the parbieipant in propartion Lo its share in the joant
operation.

(4] The preeisiors of this Article shall also apply to the part of those profits derived by a
shipping or arrline company which is stributable under its comstibutive comtract 1o the Government
of a Contracting State, and prafits from the aperation of ships ar aireratt by such a compary shall
b treated as derived From mternational traffic except where sitnbutable Lo the aperation of ships
or airgraft solely between placs in the cther Coniraciing State.
ARTICLE %
Associated enterprises

(n ‘Where:

{a}  anenterprise of a Conlracting Siste paricipates dirscly or indirealy in the
management, control of capital of an enterprise of the other Contracting State; of

(k] the same persors paricipate directly or mdirectly o the management, control ar
capital of an enterprise of a Contracting State and an enterprse of the other
Contracting State;

arwd it either case conditions are made or imposed betwesn the tae enterprises in their comnsercial
or fimancial relations which difter from those which would be made between independent
enterprises, then any prodils which would, bul fior those conditacms, have accrued ta ane of the
enterprises, bul, by reasen of theae conditions, have not so aceroed, may be meludid by a
Conkracting State in the profits of that enterprise and taxed aceordingly.

(2 Where a Cortracting State includes in the profits of an enterprise of that Sate - and tanes
aecordingly - profits on which an enterprise of the otber Coniracting State has been changed to 1ax
in that other State and the profits so included are profits which wauld have acorued to the
enterprese of the (irst-mentioned State if the conditions made between the two enterprises had been
those which would have been mede between independent enterprises. then thet other State shall
make an appropriate adjustment to the amount of the tax charged thersin on thase profits. In
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determining such sdjustment, due regard shall be had 10 the other provisions of this Agreement
arel the competent authorbies of the Contracting States shall if necessary cansult each other,
ARTICLE 11
Davidends

() Dividends pard by a company which 1s a resdent af a Contracting State 1o a resident of
the ather Contracting State may be taxed in that other State.

(2] Howewer, such dividends may also be taxed in the Cantracting State of which the
gompany paying the dividends 15 a resident and according 10 the loas of that State, bt if the
bemeficial owner of the dividends ia a resident of the other Comtracting State,

(A}  except as provided in sub-paragraph 2 (b) such dividends shall be exernpt from tax
in the Cantracting State of which the company paving the dividends 15 a resadent;

(k) other than where the beneficial owner of the dividends is a pension schemne, where
dnvidends are paid out of income derved directly or indirectly from immenvahle
praperty wathin the meamng of Aricle & by an investment vehacle which distnbutes
most af this income ammually and whose incorme from such immovable property is
exnempted from tax, the tax charged by the Contracting State of which the company
paving the dividends is a resadent shall not exceed 15 per cent of the gross amouant
of the dradends

Thas paragraph shall not affeet the taxation of the company i respect of the prafits out of which
the divadends are paid.

(3 The term "dividersds” as used in thas Anticle means meome from shares, ar ather nghts,
nal being debi-clums, participating in profits, as well & income from other carporale rights which
is aubjected 10 the same taxation treatment & incomys from shares by the lawa of the Contracting
State of which the company making the distribution is o resident and also includes any ather item
which, under the laws of the State of which the sompany paying the dividend 15 a ressdent, 15
tretitend a3 & dividend or distribution of & company.

(4] The previsiars of paragraphs (1) and (2] of this Artele shall ot apply of the besefical
cwtser of the dividends, being a resident of & Contracting State, carnes o business in the other
Contracting State of which the company paying the dividends is a resident, through a permanert
estahlishment situated theresn, and the halding in respect of which the dividends are paid =
effectively connected with such permanent establishment. In such case the provisions of Article 7
of this Agreement shall apply.

(5] Where a company which is a residem of o Conlracting Siste derves prafils ar incoms
from the other Contrscting State, that ather State may not impose any e on the dividends paid by
the compary, except insofar as such drvidends are paid to a resident of that other State or msofar
as the halding in respect of which the dividends are paid s effectively connected with a permanent
establishment situated in that other State, nor subject the company's undistributed profits to a tea
on undistributed profits, even if the dividends paid or the undistributed profita corsist wholly or
parily of profits or income arising in that other State.

] The pravisions of this Article shall not apply if it was the main purpose of one of the main
purposes of any person concerned with the creatiom or assignment of the shares or other nghts in
respect af which the dividend is paid 1o oblain a tax sdvanlage under thas Ariele by means of that
Grealian of Assighemet.

10
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ARTICLE 11
Incoame froam debt-claims

() Income fram debl-claims ansing in a Contracting State and paid to a ressdent of the cther
Contracting State may be taxed in that cther Sate.

(2] However, such income may abso be taxed in the Contracting State in which it arises and
aecording to the laws of that State. but if the beneficial owner of the income = a resident of the
oaher Cordracting State snd at least one of the conditicns mentioned in parsgraph (3) of this
Article is meL, Lhat incoeme shall be taxable only mnthat ather State.

3 The conditiors mertioned in paragraph (23 of this Aricle are that:

()

(k]

the income 15 beneficially cwned by:

L0

{1}
{1}

v}

[A]

{wi)

that other State siself, one of i palitical subdnasions, local autharitees or
stalulory bodies:

an indirvicdual;

a company in whose principal class of shares there is substantial and regular
trading on a recegnised stock exchange;

a company less than 23% of whose shares or ather nghts are owned, directly
or indirectly, by persans whio are not residents of that other Stabe;

& penaken scheme, ar

a finaneaal mstitution which s unrelated 1o and dealing whally independently
with the paver (the term “financial matition” bere mears & bank or other
enterprise substantially deriving its profits by raising debt finance in the
financial markets or by taking deposits and using these funds in carrving on a
busiress of providing finance],

and 15 pot paid = part of an arrangement imvohang back-to-back loars or ather
arrangement that 15 econcami cally equrvalent and intended to have a similar effect 1o
back-to-back loars;, or

the income 15 pad:

1)

{u)
{iin)

by a Cemtracting State, ane of s poliieal subdivisions, local auhorities o
statutory bodies,

by a bank m the ardinary course of s banking business; ar

on a quoted Eurobond.

(4) The terms "iteoms fram debt-claims™ o "meome” & used inthis Article means income
from debt-claims of every kind, whether of not secured by morigage and whether or pot carmying a
right to participate in the debtor's profits, and i particular, moome from govemmeent securities and
meome From bonds or debentures. The lerm shall not include penalty charges for late payment nor
any income treated as a dnadend under the provisions of paragraph (3) of Anicle 10 of this

Agreement.

11
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(%) The pravisions of paragraph (1) and (2) of this Article shall not apply ifthe beneficial
owmer af the moome, being a resident of a Contracting State, cames on business in the other
Contracting State m which the income anses, thraugh a permanent estahlshment situated therem,
ared the debt-claim in respect of which the income is paid i effectively connected with such
permanent establishment. In such case the provisions of Anicle 7 of this Agreement shall apply

] Where, by reason of a special relationship between the paver and the beneficial owner or
between bogh of them and some cther persen, the amount of the income paid exceeds, for
whatewer ressan, the amount which would have besn agresd upon by the payer and the beneficial
owner in the absence of such relationship, the provisions of this Article shall spply only 1o the
last-mentioned smount. In such case, the excess pant of the pavments shall remain taxable
aceording to the laws of each Contracting State, due regard heang had to the other provisions of
Lhis Sggreernent.

(7 The pravisians of this Article shall nat apply if' it was the main purpose or one of the main
purpeaes of any persen concerned with the creation or assagnment of the debt-claim i respect af
which the income is paid to obtain & 1ax sdvantage under this Article by means of that ereation of
assignment,
ARTICLE 12
Rovaliies

(n Fryalties ansing in a Contracting State and beneficaallv aaned by a resident of the ather
Contracting State shall be taxable anly inthat other State.

(2] The term "rovalties” as used in thes Asticle means payments of any kind recerved s a
comsiceration far the use of, or the nght Lo use, any copyright of terary, artistic or sclentific work
(meluding cinematcgraph films, and films or tapes for radio or television broadcasting), any
patert, trads mark, design or model, plan, secret formula or process, or for imformation (know-

how) concerming industrial, commercial or scientific expenence,

3 The pravisiors of paragraph (1) of this Article shall not apply if the heneficial owner of
the rayalties, being a resident of a Cantracting State, carries on business in the other Contracting
State in which the rovalties arise, through a permanent establishment siuated thenein, and the right
or property in respeet of which the rovalties are paid is effectively connected with such permianent
establishment. In such case the provisions of Article 7 of this Agreement shall apply

4] Where, by reason of & special relationship between the paver and the beneficial owner or
bztween both of them and some other person, the amount of the rovalties paid exceeds, for
whatever remon, the amount which would have boen agreed upan by the payer and the beneficial
owner in the abaence of such relationshigp, the provisions of this Article shall spply only to the
last-mentioned amourt. In such case, the excess pant of the pavments shall remain taxable
aceording 1o the Laws of each Contracting State, due regard beang had to the other provissons of
this Agreernent.

(5] The pravisiars of this Article shall natl apply i it was the main purpese or cne of the main
purpeaes of any persen concermed with the creation of assignment of the nghts in respect of which
the rovalties are paid to obitain a tax advantage under this Aricle by mears of that crestion or
nssignment,
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ARTICLE 13
Capital guins

() Guains derived by a resident of a Contracting State from the alienation of mmmevable
praperty referrad 1o m Artiele & of this Agreement and situsted in the other Contracting Siate may
b tagied in that other State:

(2] Grains derived by & resident of a Contracting 5taie from the alienation of)

(a}  shares, other than shares in which there is substantial and regular irading on a Stock
Exchange, deriving their value or the greater part of their valee directly or
indireatly from immevable propey situated 1n the sther Conlracling Slate, or

(k) aninterest in a partnership o trust the assets of which consist principally of
immovable property situated im the other Comtracting State, or of shares referred to
in sub-paragraph {a) of this paragraph,

may be Lawed in that ather State.

(3 Gains from the alienation of movable propeny forming part of the business propenty of a
permanent establishment which an enterprise of a Contracting State has in the other Contracting
State, including such gains from the alienation of such & perrmancnt establishment (alone ar with
the whole enterprise), may be taxed in that other State.

4] Graines derived by & resident of a Contracting Staie from the alienation of ships or aircraft
opersted in irternaional traffic by an emerprise of thet Contracting Stste or movahle propeny
pertaining to the operation of such ships or aireraft, shall be taxable anly in that State,

) With respect w0 gains derived by o shipping or airline company mentioned in paragraph
(4) of Articke 8 af this Agreement, the provisicns of paragraph (4) of this Article shall apply 1o the
part of these gains which is attributable under its construtive contract ta the Government of the
Contracting State to which the profits mentionsed in paragraph (4] of Aricle 8 ane atributed

(6] Gains from the alienation of any property other than that referred to m paragraphs (1], (23
(37 and {4) of this Anicle shall be tecsble only inthe Contracting Stste of which the alienator is a
resident
ARTICLE 14
Imeome from employment

(n Subpect o the provasions of Articles 15, 17 and 18 of this Agreement, salanes, wages and
viher similar remuneratson dertved by a resident of 1 Contracting Sale in respect of an
emplayment shall be taxable only in that Stste unless the employment is exercised in the other
Contracting State, I the emplovment is so exercised, such remuneration as is derived therefrom
may he taxed in that ather State,

(2] Motwithstanding the provisions of paragraph (1) of this Anticle, remuneration derved by a
resident of a Contracting $tate in respect of an emplovment exercised m the other Contracting
State shall be taxable only in the first-mentioned State it

(a}  the recipient is present im the other State for a penicd ar periods nod exceeding in
the aggregate 1 B2 days in any twehve month period commeneing or ending in the
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taxahle year coneermsed, and

(b]  the remumeration is paid by, or an behalf of, an emplover who 15 not a resident of
the ather State; and

(e} the remumeration is not bome by a permanent establishment which the employer
hasi in the cther State

(3 Matwithstanding the preceding provisions of thas Article, remumneration derrved in respect
of an emplovment exercied shoard a ship ar sirerafl operated in intemational traffic by an
erterprise of a Contracting State may be taved in that Stae.

(4] An indrvidusl who is both & natenal of a Contracting State and an employes of an
erterprise of that Comracting $tate the principal business of which consiats of the operation of
aircraft m intematianal tratfic and who denves remuneration in respect of daties performed n the
viher Conlracling Slate shall be exempt from lax in that ather Slale on remuneration derived from
his employment with that enterprise for a period of four years beginnimg with the date on which he
first performs duties in that other Stme. For the purposes of this parngraph, a national of a Stabe
which is a2 member of the Gulf’ Ca-operation Council far the Arab States and who i 2n employes
of such an enterprise of & Contracting State shall be treated as a national of the Fingdom of
Bahirain.

ARTICLE 15

IMrectors’ fees

Directors” fees and ather simalar payments derned by a resident of a Contractimg State in his
capacity a5 a member of the board of directars of a company whach is a resident of the other
Contracting State may be taxed in that other Sate.

ARTICLE 16

Artistes and sportspersons

n MNotwithstanding the provisiens of Artickes 7 and 14 of this Agreement. income derived
|:|3,- a resident of a Conlracling State a5 an enferlamer, such & a Lhealre, matian pactume, racliis or
television aftmste, of o musician, of as a sportspersen, fram persomal sctivaties as such exercised m
the ather Contracting State, may be taed in that other State

(2] Whese income in respect of persenal activitses exercised by eretainers of sporapersons
in their capacity as such scerues pot to the enteriainer or sponaperson but to amather person, that
mcome may, nobwithstanding the provvisions of Articles 7 and 14 of this Agreement, be taxed m
the Conlracting Siate in which the activities of Lhe entertarner ar spartspersen are exercisad.

(3] Income derived by a nesident ol a Contracting Stale as an enberlainer ar sporlspersan from
aetivities exercised m the ather Contractmg Stabe shall be exempt from tax i that othir State if the
wigit to that State is supponed wholly or mainly by pablic fonds of the first-mentioned Contracting
State, a pohitical subdivesion or local authoniy therecod, ar takes place under a cultural agreement
between the Governments of the Contracting States.
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ARTICLE 17
Penszions

(n Subject bo the provisions of paragraph (2] af Article 1% af this Agreement:

{a}  pensiors and ather similar remuneration paid in considerstion of past employment.
ansd

() mery anmuity paid,
tor an individual who is g residert of a Coniracting State shall be taxable only in thet State

(2] The term "annuity” means a staled sum payable 1o an idiadual penodieally at stated

times during his life of dusing a specified or ascertanable penod of tme under an obligation ta

make the pryments i retun for sdequate and full consideration in money or money's worth
ARTICLE 18

Governmenl service

in [y Salaries, wages and other similar remuneration, paid by a Contracting State or a
palitical subdrvisian or a Inzal authority thereaf to an mdivadual tn respect of
services rendered to that State or subdivision or suthority shall be tacable only in
that State.

(b} However, such salaries, wages and other similar remunerstion shall be taxable enly
in the cther Contracting State if the services are rendered in that State and the
individual is a resident of that State wha:

(1) is 4 netional of that Stabe, or

{u)  dad not become a resident of that State solely for the purpose of renderning the
SETVICES.

(23 (a}  Motwithsianding the provisions of paragraph 1. pensions and other siemilar
remuneration paid by, or out of funds cremed by, 8 Contrecting State or & political
subdivision or a local awthority thereof 1o an individual in respect of services
rendered o that S1ate or subdvsion o authority shall be taxable anly in that State

(k] However, such pensians and other simalar remuneration shall be taxable anly in the
vther Coniracting State 1f the mdivadual is a resident of, and a national of that State.

(3 The pravisiars of Arscles 14, 15, 16 and 17 of this Agreement shall apply to salanes,
wages, pensions and ather simalar remuneration m resped of services rendered 10 cannection with
# busmess carried on by & Contracting State or & political subdsvision or a local authority thereof.
ARTICLE 19
Students

Faymenis which a student ar siness apprentice who is or was immedistely before visiting a

Contracting State a resident af the other Contracting State and who 15 present in the first-
mettiomad State salely for the purpose of his education or training receives for the parpose of his
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maintenancs, education or trainng shall not be taxed in that first-mentioned State, provided that
such paymenis arise ffom sowrces oulside that State.

ARTICLE 0

Oiher income

(n ltems of income beneficially cwnied by a resident of a Contracting State, wherewer
anging, which are not deslt with in the foregoing Anticles of this Agreement shall be taxable only
in that State

(2] The pravisiors of paragraph (1) of this Aricle shall not apply to incorme, other than
income from immeovshle property as defined in paragraph (20 of Article 6 of this Agreement, if the
beneticial owner of such imcome, being a resident of a Contracting State, carnies on business m the
ciler Contracting S1ate through a permanent estshlishment sitnated theresrn, snd the right o
praperty in respect of which the income is paid is effecimvely conmected with such permanent
establishment. In such case the provisions of Article 7 of thas Agreement shall apply.

3 Maotwithstanding the provisions of paragraphs (1) and (2} of this Article, items of income
of a resident of & Contracting State not dealt with in the foregoing anicles of the Agreement and
ansing in the other Contracting State may also be taxed in that other State.
ARTICLE 21
Elimination of double taxation

(n I the case of Bahrain, doable taxation shall be avaided as follows:

Whese a restdent of Bahradn derives income which in accordancs with the provisions of this
Agreement is taxable in the United Kingdorn, then Bahrain shall allow as a deduction from the tax
on income of thet resident an amount equal to the tax paid in the United Kingdom provided that
such deduction shall net exceed that part of the tax, a5 computed befone the deduction s given,
which is artributahble 1o the ineome denved from the United Kingdom

[z) Suhpert to the provasions of the law of the Unitied Kmgdem regarding the allowanee as a
credit spainst Unsted Kingdom ta of tax payable in a termtory outside the United Kingdom or, &
the case may be, regarding the exemption from United Kingdom tax of & dividend anising in a
territory autssde the United Kingdam (which shall nat affect the general principle hereof):

(a}  Bahrain tax payable under the laws of Bshrain and in accerdance with this
Agreerment, whether directly or by deduetion, on prafiis, income or chargeable
gains from seurces within Bahrain (excluding in the case of a dividend tax pavable
in respect of the prafits out of which the dividend 15 paid) shall be allowed as a
credit sgainst any United Kingdom tax computed by reference to the same profits,
income af chargeable gains by reference o which the Bahrain tax is computed;

(b]  adividend which is paid by a company which is a resident of Bahrain (o o company
which is & resident of the United Kingdom shall be exempted from United
Kingdom tax. when the conditions for exemption under the law of the United

Kingdom are met;

(e} inthe case of & dividend not exempied from tex under sub-paragraph (b) of this
paragraph (hecause the comditions for exemption under the law of the Linited
Kingdom are ot met) which is paid by a company which s a resident of Bahrain 1o
# eampany which is a resident of the United Kingdom and which controls darectly
of indirectly at lesst 10 per cent of the voting power in the company paving the
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dividend, the eredit mentioned in sub-parsgraph (a) of this paragraph shall also take
into aceount the Babrsin tax payable by the company in respect of its profiia out of
which such dividend is paid.

(3] For the purprses of pamgraphs 1 and 2 of this Article, profits, income and gains owned
by a resident of a Contracting State which may be tced in the other Conlracting State in
aceordancs with this Agreement shall be deermed 1o arise fram sowrces in that other State.

ARTICLE 22

Mon-discrimination

n MNationals of 8 Contrseting State shall not be subjected in the other Contracting State to
Ay taxation of any requirement connected therewith, which is other or more burdensome than the
taxation and eonnected requirerments 1o which nationals of that other State, in the same
circumstances, in panicular with respect to residence, are of may be subjocted.

(2] The taxation on & permanenl establishment which an enterprise of 8 Contracting State has
in the cther Contracting Stste shall not be bess favourably levied in that cther S1ate than the
tazation levied onenerprises of that caher S1ate carrying on the same sciivities,

3 Except where the provisions of paragraph (1) of Anicle 9, paragraph (6) or (7) of Article
11, or paragraph (4} or (5 of Anticle 12 of this Agreement apply, income from debt-claims,
rowvalties and other dishursements paid by an enterprise of a Contracting State to a resident of the
ciler Contracting State shall, for the parpoae of determining the taxable proafits of such erenprise,
b deductible under the same conditions as i they had been paid o a resident of the first-
mentioned Sate.

4] Enterprises of a Contracting Stote, the capital of which is wholly or panly cwned ar
eomtrolled, directly or indirectly, by one or mare residents of the other Contracting State, shall nat
b gubjected in the fimst-mentiomed State to any 1axation ar any requirement connsded therewith
which is other or more burdensome than the tacation and conmected reguinements to which other
similar enterprises of the firsi-mentioned State are or may be subjected

) Maothimg contained in this Amicle shall be construed as obliging cither Confracting State 1o
grant to individuals not resident in thet State any of the personal allowances, reliefs and reductions
fior Lax purposes which are granted te individuals so resident or 1o 118 own nalicnals,

(6] The pravisions of this Article shall apply to the taxes which are the subject of this
Aareement.
ARTICLE 23

Mutual agreement procedure

(n Whese a resident of a Contracting State considers that the seticns of ane of both of the
Contracting States resubt or will result for him in texation not in sccordance with the provisions of
this Agreement, he may, irrespective of the remedses provided by the domestic law of those States,
presenl his case o the compsstent autharity of the Contracting State of which be 15 a resident or, iff
his case comnes under paragraph (1) of Aricle 22 of this Agreemsnt, fo that of the Confracting
State of which he is a naticmal

(23 The competent suthority shall endeavour, if the ohjection appears 1o it to be justified and

if'it 15 net itself able 1o arrive at a satistfactory solution, b resalve the case by mutual agreement
with the competent authorty of the other Contracting State, with a view Lo the avoidance of
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taxation which is not in accordance with this Agreement

3 The competent suthoritics of the Comracting States shall endesvour to resolve by mutual
agregment any difficulties or doubis arising as to the interpretation or application of this
Agreement. They may also consult together for the eliminmion of double taxation in cases nod
pronvided far in thes Agreement.

4] The competent authorities of the Contracting States may communiente with each other
directly for the purpose ot reachang an agreement in the serse of the preceding paragraphs.

(5] Where

fap  under paragraph 1) of thes Article, a person has presented o case o the competent
authority of a Contracting State on the basis that the actians of one or bath of the
Conkracting States have resulted for that person in taxation not in accordance with
the prenasions of this Agreement, and

(b1 the cormpetent suthorties ane unable to reach an agreesment to reselve that case
pursuant bo paragraph (2) of this Article within three years from the presentation of
the cmse to the competent authanty of the oiher Contracting State,

any unresolved issues ansing from the case shall be submitted to arhitration 1f the person so
requeats. [nless the person directly affected by the case does not aceept the mutual agresment that
imiplements the arbiiration decision, that decision shall be binding on both Contrscting States and
shall be implemented notwithstanding army time limis i the domestic laws of these States. The
competent authorities of the Conlracting States shall by mutual agreement settle the mode of
applicstion of this paragraph.
ARTICLE 14
Exchange of information

in The competent suthorities of the Contracting States shall exchange such information as
may be relevant for carmving out the provisions of this Agreement o7 to the admimistration or
etiforcement of the domestic laws of the Contracting States concerning taxes of every kind and
deseription imposed an behalf of the Contracting States, or of their political subdivisions or local
authorities, insofar as the laxation thereunder s not contrary to the Agreement, in particular, o
prevent fraud and 1o Pacilitate the adminstration of laws against tax avoadance. The exchange of
information is not restricted by Articles 1 and 2 of this Agreement.

(2} Any miormation received under paragraph (1) of thes Artiele by a Contracting State shall
bz tresited & aecret in the same mamner &3 information obtained under the domestic Laws of tha
State and shall be desclosed only to persans or authorities {imcluding courts and administrative
badies) concemed with the assessment ar collection of, the enforcement or prosecution in respecl
of, or the determination of appeals in relation ta, the taxes refemed to in paragraph (1) of this
Article, and persons resporsible for the oversight of the afore-mentioned persons, sutharities or
activities. Such persons or authorities shall use the informaton anly far such purposes. They may
disclose the information in public coun proceedimgs or in judicial decisions.

(3 In no case shall the provasions of paragraphs (1) and (2) of this Aricle be corstreed so as
ta impese on a Contracting State the obligation:

(A} 1o carmy out administrative measures ol variance with the laws and adminisirative
practice of that or of the other Contracting State;

(k) 1o supply information which is not obtainable under the laws ar in the normeal
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coures of the administration of that or of the other Contracting State;

(e} ta sumpply information which wauald disclese amy trade, hosiness, mdustrial,
wommercial or professianal secrel or trade process, or information, the disclosure af
which wauld be conlrary Lo public polcy.

(4] If informmation is requested by a Contracting State in accordance with this Article, the
oiher Coniracting State shall uss its information gathering messures to obtain the requested
information, even though that other State may not need such information for its own tax purposes.
The ahligation contained i the preceding senlences 15 subgeet Lo the imitations of paragraph (3) of
this Article but in no csse shall such limnstions be constroed 10 permdt o Contracting State o
decline to supply information solely hecause it his no domestic interest in such information

(3] It o ¢ shall the provisions of parsgraph (3) of this Article be constroed to permit a
Contracting State to decline 1o supply information solely because the information is held by &
bank, other financial institution, nominee or persan acting m an agency or a fiducary capacity ar
because it relales 10 ownership inlerests in a persan.
ARTICLE 25
Members of diplomatic or permanent missions

and consular posts

Mathing in this Agreemer shall affect the fiacal privileges of members of diplomatic or
permanent missions or cotsular posts under the peneral rules of imtemational law or under the
prawisions of special agreements
ARTICLE 26
Entry mie foree

(n The Contracting States shall notify each other in wnting, thrawsh diplomatic channels, of
the completion of the procedures requered by theer laws Tor the bringing into force of thes
Agreement. The Agreement shall enter into foree from the date of the later of these notifications

(2} The previsiors of this Agreement shall have effee

(a}  with repard 1o taxes withheld & source, in reapect of amounts paid or credited on ar
after the first day of Tanuary of the calendar year following the vear in which the
Agreement enters into force;

(b)  with repard 1o other taxes, in respect of taxsble years (and in the case of United
Kingdom corporation tax, finaneial vears} beginning cm or after the first day of
January of the salendar year fallowing the vear in which the Agreement enters mio

foros.
ARTICLE 27
Termination
(n Thes Agreement shall remain in force until terminated by o Contracting State. Either

Contracting Stale may terminale the Agreement, through diplomatio channels, by giving wnitten
matice of termination at least six months before the end of any calendar vear following the
expiration of a pericd of five vears from the date of its entry into foree,

(2] This Agreerment ahall cesse to have effect:
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(a}  with repard to taxes withheld st source, in reapect of amounts paid or credibed on or
after the first day of Janmary of the calendar year following the vear in which the
notice is given; and

(b with regard 1o other faxes, in respect of taxshle years (and in the case of United
Kingdom carperation tax, financial vears) beginning om or after the first day of
January of the calendar vear following the vear in which the notios is given

In witmess whereof the undermsigned, duly suthonsed therete, have signed this Agreernent

D in duplicate al kManama, thas 10th day of Rarch 2010 m the Englsh and Arabic languages,
bath texis beang equally suthontatve, but in the case of divergence of interpretation the English
tet shall prevail.

For the Government of the United Kingdom  For the Government of the kingdom of
of Great Eritain and Bahrain:
Morthern Trelamd:

J Bowden HE (Shp Alvmed bin Moiammed Al Khalifa

EXPLANATORY NOTE
(This note is not part of the Order)

The Schedule to this Order contains an agreement (“the Agreement”) dealing with the avoidance of
double taxation and prevention of fiscal evasion between the Government of the United Kingdom
of Great Britain and Northern Ireland and the Government of the Kingdom of Bahrain. This Order
brings the Agreement into effect.

The Agreement aims to eliminate the double taxation of income or gains arising in one country
and paid to residents of the other country. This is done by allocating the taxing rights that each
country has under its domestic law over the same income and gains, and/or by providing relief from
double taxation. There are also specific measures which combat discriminatory tax treatment and
provide for assistance in international tax enforcement.

Article 1 provides for citation.

Article 2 makes a declaration as to the effect and content of the Agreement.

The Agreement will enter into force on the date of the later of the notifications by each country
of the completion of its legislative procedures. It will take effect as follows:

(a) with regard to taxes withheld at source, in respect of amounts paid or credited on or after
the first day of January of the calendar year following the year in which the Agreement
enters into force;

(b) with regard to other taxes, in respect of taxable years (and in the case of United Kingdom
corporation tax, financial years) beginning on or after the first day of January of the
calendar year following the year in which the Agreement enters into force.

The date of entry into force will, in due course, be published in the London, Edinburgh and
BelfastGazettes.

In line with government commitments, a Tax Information and Impact Note has not been prepared
for this Order as it gives effect to a previously announced policy to enact a double taxation agreement.
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