Agreement
Between The Republic Of Turkey And The Republic Of Italy
For The Avoidance Of Double Taxation With Respect to Taxes On Income
And The Prevention Of Fiscal Evasion

The Government Of The Republic Of Turkey
And
The Government Of The Republic Of Italy

Desiring to conclude an Agreement for the anidance of double taxation with respect
to taxes on income and the prevention of fiscal evasion.

HAVE AGREED UPON THE FOLLOWING MEASURES :
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Chapter 1
SCOPE OF THE AGREEMENT

Article 1
PERSONAL SCOPE

1. This Agreement shall apply to persons who are residents of one or both of the Cont-
racting States.

Arlicle 2
TAXES COVERED

1. This Agreement shall apply to taxes on income imposed on behalf of each Cont-
racting State or of its political or administrative subdivisions or local authorities, irrespective
of the manner in which they are levied.

2. There shall be regarded as taxes on income all taxes imposed on total income, or
on elements of income, including taxes on gains from the alienation of movable or immovab-
le 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, in particular:
a) in the case of Turkey:
(i) the income tax (gelir vergisi);
(i) the corporation tax (kurumlar vergisi);
(iii} thelevy on behalf of the fund for the support of the defense industry {savun-
ma sanayii destekleme fonu);
(iv) the levy on behall of the fund for the encouragement of social charity and so-
lidarity (sosyal yardimlasma ve dayanigmayi tegvik fonu); and

(v] the levy on behalf of the fund for business apprentices and for the improve-
ment and enlargement of the vocational and technical training (airaklik, mesleki ve teknik
efitimi gelistirme ve yayginlastirma fonu);

(hereinafter referred to as **Turkish tax’’)
b) in the case of Italy :
(i) the personel income tax ('imposta sul reddito delle persone fisiche);
(ii) the corporate income tax (I'imposta sul reddito delle persone giuridiche);
{iti} the local income tax (I"tmposta locale sui redditi);
whether or not they are collected by withholding at source;
(hereinafter referred to as “‘[talian tax'').

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

Article 3
GENERAL DEFINITIONS

1. For the purposes of this Agreement, unless the context otherwise requires:

a} {i} the term “Turkey'' means the territory of the Republic of Turkey, including
any area in which the laws of Turkey are in force, as well as the continental shelf over which
Turkey has in accordance with international law, sovereign rights to explore and exploit its
natural resources;

{ii) the term *‘Italy’’ means the Republic of Italy and includes any area beyond
the territorial waters of Italy which, in accordance with customary international law and the
laws of [taly concerning the exploration and the exploitation of natural resources, may be
designated as an area within which the rights of Ialy with respect to the sea-bed and subsoil
and natural resources may be exercised;

b) the terms “‘a Contracting State’ and "‘the other Contracting State’' mean Turkey
or Ltaly as the context requires;

c) the term “‘tax’* means any tax covered by Article 2 of this Agreement;

d) the term “person’’ includes an individual, a company and any other body of persons;

e) the term ‘‘company’’ means any bady corporate or any entity which is treated as
a body corporate for tar purposes;

‘1) the term “‘national’’ means,

(1) in relation to Turkey, ail individuals possessing Turkish Nationality in accor-
dance with the Turkish Nationality Code, and all legal persons, partnerships or associatighs
deriving their status as such {rom the laws in force in Tutkey;

{ii} in refation to Lialy, all individuals possessing the nationality of Italy all legal
persons, partnerships and associations deriving their status as such from the laws in force in Italy;

g) the terms “‘enterprise of a Contracting State’ and *““enterprise of the other Cont-
racting 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;

h) the term “competent authority’' means :

(i) in Turkey, the Ministry of Finance and Customs;

(i) s Raly, the Ministry of Finance;

i) theterm ‘“‘international tralfic’’ means any transport by a ship, an aircraft or a road
vehicle operated by an enterprise of a Contracting State, except when the ship, aircrafi or
road vehicle is operated solely between places situtated in the other Contracting State,

2. Asregards the application of this Agreemeni by a Contracting State any term not
defined (herein shall, unless Lthe context otherwise requires, have the meaning which it-has
under the laws of that State concerning the taxes Lo which the Agreement applies.
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Article 4
RESIDENT

l. For the purposes of Lhis Agreement, the term *‘resident of a Contracting State'’
means any person who, under the laws of that State, is liable to tax therein by reason of his
domicile, residence, legal head office, place of management or any other criterion of a similar
hature. But this termm does not include any person who is liable to tax in that state in respect

only of income from sources situated in that State.

2. Where by reason of the provisions of paragraph | an individual is a restdent of both
Contracling States, then his status shall be determined as foflows:

a) he shall be deemed Lo be a resident of the State in which he has a permanent home
available to him, {f he has a permanent home available to bim in both States, he shall be dee-
med to be a resident of the Slate with which bis persone! and economic relations are claser

{centre of viial interests);

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

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

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

3. Where by reason of the provisions of paragraphl a person other than an individual
is a resident of both Contracting States, then it shall be deemed to be a resident of the Cont-
racting State in which its place of effeclive management is situated. However, where such per-
son has its place of elfective management in one of the States and its legal head office in the
othér Siate, then the competent authorities of the Contracting State shall consult to determine

by mutual agreement whether the legal head office of such a person as 1o be considered as

the dactual place of effective management or not.
Article 5

PERMANENT ESTABLISHMENT

I. For the purposes of this Agreement, the term ‘‘permanent establishment®’ means

a fixed place of business in which the business of the enterprise is wholly or partly carried on,

2. The term ““permanent esiablishinent’’ shall include especially:
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a) a place of management;

b) a branch;
¢) an office;

d) a factory;

e} a workshop;

f) & mine, an oil or gas well, a quarry or gny other place of extraction of natural re-
sOurCes;

g) (i) a building site, a construction or assembly project or supervisory activities in
connection therewith, but only if such site, project or activities continue for a period of more
than six monthy,

(ii) the furnishing of services, including consultancy services, by an enterprise throp-
ugh employees or other personnel enqaqed by the enterprise for such purpose, but only where
activities of that nature continue (for the same or a connected project), within the country
for a period or periods aggregating more than six months within any 12-month period.

3. The term “‘permanent establishment’’ shall not be deerned to include:

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

b) the maintenance of & stack of goods or merchandise belonging Lo the enterprise
solely for the purpose of storage, display or delivery;

¢) the mainienance of & stack of goods or merchandise belonging to the enterprise
solely for the purpose of processing by another enterprise;

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

¢) the maintenance of a fixed place of business solely for the purpose of advertising,
for the supply of information, for scieniific research or for similar activities which have a
preparatory ac auxiliary character for the enterprise.

4, A person - other than an agent of independent status 1o whom paragraph § applies-
acting in a Contracting State on behalf of an enterprise of the other Contracting State shall
be deemed to be a permanent establishment in the first-mentioned Contracting State if such
a person:

g} has and habitually exercises in that State, an authority 10 conclude contracts in the
name of the enterprise, unless his activities are limited to the purchase of goods or merchandi-
se for the enterprise; or

b) has no such suthority, but habitually maintains in the firstmentioned Contracting

State a stock of goods or merchandise from which he regularly delivers goods or merchandise
on behalf of the enterprise.
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5. An enterprise of a Contracting State shall not be deemed to have a permanent es-
tablishment 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 sta-
tus, provided that such persons are acting in the ordinary course of their business.

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

Chapter III
TAXATION OF INCOME

Article 6
INCOME FROM IMMOVABLE PROPERTY

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

2. The term "‘immovable property’’ shall be defined in accordance with the law of
the Contracting State in which the property in question is situated. The term shall in any case
include property accessory to immovable property, livestock and aquipment used in agricul-
ture and forestry, as well as rights to which the provisions ol general law, respecting landed
property apply. Usufruct of immovable property and rights to variable or fixed payments as
consideration for the working of, or the right to work, mineral deposits, sources and other
natural resources shall also be considered as “‘immovable property’”. Ships, boats and airc-
raft shall not be regarded as immovable property.

3. The provisions of paragraph 1 shall apply to income derived from the direct use,
letting, or use in any other form of immovable property.
4. The provisions of paragraphs ! and 3 shall also apply to the income from immo-

vable property of an enterprise and to income from immovable property used for the perfor-
mance of independent personal services.

Article ?
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 perma-
nent establishment situated therein. If the enterprise carries on business as aforesaid, the pro-
fits 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, where an enterprise of a Contracting Sta-
te carries on business in the other Contracting State through a permanent establishment situa-
ted therein, there shall in each Contracting State be attributed to that permanent establishment
the profits which it might be expected to make if it were a distinct and separete enterprise
engaged in the same or similar activities under the same or similar conditions and dealing wholly
independently with the enterprise of which it is a permanent establishment.

3. In determining the profits of a permanent establishment, there shall be allowed as
deductions expenses which are incurred for the purposes of the permanent establishment, inc-
luding executive and general administrative expenses so incurred, whether in the Statein whxcb
the permanent establishment is situated or elsewhere.
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4, 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 entetprise,

S.  Where profits include ltemis of income which are dealt with separately in othar Ar-
ticles of this Agreement, then the provisions of those Articles shall not be affected by the pro-
visions of this Article,

Article 8
INTERNATIONAL TRANSPORT

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

2. Theprovisions of paragraph of this Article shall also apply to profits detived from
the participation in a pool, a joint business or an international operating agency.

Article 9
ASSOCIATED ENTERPRISES

1. Where

a) an enterprise of & Contracting State participates directly or indirectly in the mana-
gement, control or capital of an enterprise of the other Contracting State, or

b) the same persons participate directly or indirectly in the management, control or
capital of an enterprise of a Contracting State and an enterprise of the other Contracting State,

and in either case conditions are made or imposed between the two enterprises in their
commercial or financial relations which differ from those which would be made between in-
dependent enterprises, then any profits which would, but for those conditions, have accrued
to one of the enterprises, but, by reason of those conditions, have not so accrued, may be
included in the profits of that enterprise and taxed accordingly.

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 char-
ged to tax in that other State and the profits so included are by the first mentioned State clai-
med to be 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 State shall make an appropriate adjustment
to the amount of the tax charged therein on those profits, where thai other State considers
the adjustment justified. In determining such adjustment, due refard 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 resi-
dent of the other Contracting State may be taxed in that other State,
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2. However, such dividends may also be taxed in the Contracting State of which the
company paying the dividends is a resident, and according to the laws of that State, but if
the recipient is the beneficial owner of the dividends the tax 30 charged shall not exceed 15
percent of the gross amount of the dividends.

3. The term °‘'dividends” as used in this Article means income from shares,
“‘Jouissance’” shares or “‘jouissance’’ rights, founders® shares or other rights, not being debt-
claisns, participaling in profits, as well as income from other corporate rights which is subjec-
ted to the same taxation treatment as income from shares by the laws of the State of which
the company making the distribution is a resident,

4. Profits of a company of a Contracting State carrying on business in the other Cont-
racting State through a permanent establishment situated therein may, after having been taxed
under Article 7, be taxed on the remaining amount in the Contracting State in which the per-
matent establishment is situated and in accordance with paragraph 2,

5. The provisions of paragraphs 1 and 2 shall not apply if the beneficial owner of
the dividends, being a resident of a Contracting State, carries on business in the other Cont-
racting State of which the company paying the dividends is & resident, through a permanent
establishment situated therein or performs in that other State independent personal services
from a fixed base situated Lherein and the holding in respect of which the dividends are paid
is effectively connected with such permanent establishment or {ixed base. In such a case the
dividends are taxeble in that other Co‘ntracting State nccording to its own law,

6. Subject to the provisions of paragraph 4 of this Article, where a company which
is a resident of a Contracting State derives proi‘its or income from the other Contracting Sta-
te, that other State may not impose any tax on the dividends paid by the company, except
insofar as such dividends are paid 10 a resident of that other State or insofar as the holding
in respect of which the dividends are paid is effectively connected with & permanent establish-
ment or a fixed base situated in that other State, nor subject the company's undistributed pro-
fits 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 ariting in such other State,

Article 11

INTEREST

i1, Interest arising in a Contracting State and paid (o a resident of the other Contrac-
ting State may be taxed in that other State,

2. However, such interest may also be taxed in the Contracting State in which it ari-
ses, and according to the laws of that State, but if the reciplent is the beneficial owner of the
interest the tax so charged shall not exceed 15 per cent of the gross amount of the interest.

3. Theterm “‘interest” as used in this Article means income from Government securi-
ties, bonds or debentures, whether or not secured by mnortgage and whether o not carrying
a right to participate in profits, and debt-claims of-every kind as well as all other income assi-
milated 1o income from money lent by the taxation law of the State in which the income arises.
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4, The provisions of paragraphs 1 and 2 shall not apply if the beneficial owner of
the interest, being a resident of a Contracting State carries on business in the other Contrac-
ting State, in which the interess arises, through a permanent establishment situated therein,
ot pesforms in that other State independent personal services from a fixed base situated there-
in, and the debiclaim in respect of which the interest is paid is effectively connected with such
permanent establishiment or fixed base. In such a case, the interest is taxable in that other
Contracting State according to its own law,

5. Interest shall be deemed to arise in a Contracting State when the payer is that Stats
itself, a political or administrative subdivision, a local authority or a resident of that State.
Where, however, the person paying the interest, whether he is a resident of a Contracting Sta-
te or naot, has in a Contracting State a permanent establishment or a fixed base in connection
with which the indebtedness on which the interest is paid was incurred, and such interest is
borne by such permanent establishment or fixed base, then such interest shall be deemed to
arise in the Contracting State in which the permanent establishment or fixed base is situated.

6. Where, by reason of a special relationship between the payer and the beneficial
owner or between both of them and some other person, the amount of the interest, having
regard to the debt-clairn for which it is paid, exceeds the amonut which would have been agre-
ed upon by the payer and the bepeficial owner in the absence of such relationship, the provisi-
ons of this Aricle shall apply only to the last-mentioned amount. In such tase, the excess part
of the payments shall remain taxable according to the law of each Contracting State, due re-
gard being had to the other provisions of this Agreement.

Article 12
ROYALTIES

{. Royalties arising in a Contracting State and paid to a resident of the other Cont-
racting State may be taxed in that other State,

2. However, such royalties may aiso 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 che tax so charged shall not exceed 10 per cent of the gross amount of the royalties.

3, Theterm ““royalties’ as used in this Article means payments of any kind received
as a consideration for the use of, or the right to use, the sale of, any copyright of literary,
artistic or scientific work including cinematograph films and recordings for radio and televisi-
on, any patent, trade mark, design or model, plan, secret formula or process, or for informa-
tion concerning, industrial, commercial or scientific experience or for the use of, or the right
to use, industrial, commercial or scientific equipment.

4. The provisions of paragraps 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 per-
forms in that other State independent personel services from a fixed base situated thersin,
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 a case, the rovalties are taxable in
that other Contracting State according to its own law,

5. Rovalties shall be deemed to arise in 8 Contracting State when the payer is that
State itself, a political or administrative subdivision, a local authority or a resident of that
State. Where, however, the person paying the royalties, whether he is a resident of a Contrac-
ting State ar not, has in a Contracting State a permanent establishment or a {ixed base in con-
pection with which the liability to pay the royalties was incurred, and such royalties ate borne
by such permanent establishment or fixed base, then such royalties shall be deemed to arise
in the State in which the permanent establishment or fixed base is situated.
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6. Where, by reason of a special relationship between the payer and the beneficial
owner or between both of them and some other person, the amount of the royalties paid,
having regard to the use, right or information for which they are paid, exceeds the amount
which would have been agreed upon by the payer and the beneficial owner in the absence of
such relationship, the provisions of this Article shall apply oniy to the last-mentioned amo-
unt. In such a case, the excess part of the payments shall remain taxable according to the law
of each Contracting State, due regard being bad Lo the other provisions of this Apgreement,

Article 13
CAPITAL GAINS

t. Gains derived by a resident of a Contracting State from the alienation of immo-
vable property, referred to in Article 6 and situated in the other Contracting State may be
taxed in that other State.

2, Gains from the alienation of movable property forming part of the business pro-
perty of a permanent establishment which an enterprise of a Contracting State has in the ot-
her Contracting State or of movable property pertaining to a fixed base available to a resident
of a Contracting State {n the other Coutracting State for the purpose of performing indepen-
dent personal services, including such gains from the atienation of such a permanent estab-
lishment (alone ar with the whole enterprise) or of such a fixed base, may be taxed in the
other State,

3. Gains derived by an enterprise of a Contracting State from the alienation of ships
ar aircraft or road vehicles operated in international traffic, or movable property pertaining
to the operation of such ships or aircraft or road vehicles, shall be taxebie only in that State.

4, Gains from the alienation of any property other than those referred to in parag-
raphs 1, 2 and 3 shall be taxable only in the Contracting State of which the alienator is a resident.

5. The provisions of paragraph 4 shafl not affect the right of one of the States to levy
accordig to its own law a tax on gains derived by a resident of the other State from the aliena-
tion of shares or bonds issued by a company which is a resident of the first-mentioned State
{other than shares and bonds quoted on a stock exchange of that State) if the alienation takes
place to a resident of the first-mentioned State and il the period between acquisition and afie-
nation does not exceed one year.

Article 14
INDEPENDENT PERSONAL SERVICES

1. Income derived by a resident of a Contracting State in respect of professional ser-
vices or other activilies of an independent character shall be taxable only in that State. Howe-
ver, such income may also be taxed in the ather Contracting Siate if such services or activities
are performed in that other State and if:

a} he has a fixed base regularly available 1o him in that other State for the purpose
of performing those services or activities; or
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b} he is present in that other State for the purpose of performing those services or
activities for a period or periods amounting in the aggregate to 183 days or more in any conti-
nuous period of 12 months.

In such circumstances, onfy so much of the income as is attributable to that fixed base
or is derived from the services or activites performed during his presence in that other State,
as the case may be, may be taxed in that other State.

2. Income derived by an enterprise of a Contracling State in respect of professional
services or other activities of a similar character shall be taxeble only in that State. However,
such income may also be taxed in the other Contracting State if such services or activilies are
perfog'med in that other State and if:

a) theenterprise has a permanent establishment in that other State theough which the
services or activities are performed; or

b} the period or periods during which the services are performed exceed in the aggre-
gate 183 days in any continuouns period of 12 months.

In such circumstances only so much of the income as is attributable to that permanent
establishment or 10 the services or activilies performed in that other State, as the case may
be, may be taxed in that other State. In either case, the enterprise may elect Lo be laxed in
that other State in respect of such income in accordance with the provisions of Article 7 of
this Agreement as if the income were atiributable to a permanent establishment of the enterp-
rise situated in that other State. This election shall not affect the right of that other State to
impose a withholding tax on such income,

3. Theterm “professional services” includes especially independent scientific, literary,
artistic, educational or teaching activiiies as well as the independent activities of physicians,
fawyers, engineers, architects; dentists and accountants, and other activities requiring specific
professional skill,

Article 15
DEPENDENT PERSONAL SERVICES

1. Subjectto the provisions of Articles 16, 18, 19, 20 and 21 salaries, wages and other
similar remuneration derived by a resident of a Contraciing State in respect of an employ-
ment shaill be taxeble only in that State unless the employment is exercised in the other Cont-
racting State, If the employment is so exercised, such remuneration as is derived therefrom
may ve'taxed in that other State

2. Notwithstanding the provisions of paragrapb i, remuneration derived by a resi-
dent of a Conlracting State in respect of an employment exercised in the other Contracting
State shall be taxable only in the {irst-mentioned Siate if:

a) the recipient is present in the other State for a period or periods not exceeding in
the aggregate 183 days in the calendar vear concerned, and

b) the remuneration is paid by, or on behalfl of, an employer who is not a resident
of the other State, and

c} the remuneration is not borne by a permanent establishment or a fixed base which
the employer has in the other State,
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3. Notwithstanding the preceding provisions of this Article, remuneration derived by
aresident of a Contracting State in respect of an employment exercises aboard a ship or airc-
raft or road vehicle operated in international traffic, by an enterprise of the other Contracting
State, may be taxed in that other State,

Arlicle 16
DIRECTORS’ FEES

Directors' fees and 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 Contarcting State may be taxed in that other State.

Article 17
ARTISTES AND ATHLETES

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

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

3, The provisions of paragraphs i and 2 shall not apply to income derived from acti-
vities performed in a Contracting State by artistes or athletes if the visit to that State is subs-
tantially supported by public funds of the other Contarcting State or a political or administrative
subdivision or a local authority thereof.

Article 18
PENSIONS

1. Subject to the provisions of paragraph 2 of Ariicle 19 of this Agreement, pensions
and other similar remuneration paid in consideration of past employment (o a resident of a
Contracting State and any annuity paid to such a resident shall be taxable oaly in that State,

2. The term ““annuity*’ means z stated sum payable periodically at stated times da-
ring life or during a specified or ascertainable period of time under an obligation to make
te payments in return for adequate and full consideration in money or money’s worth,

Artcle 19

GOVERNMENT SERVICE

1. a) Remuneration, other than a pension, paid by a Contracting State or a political
or an administrative subdivision or a local authority thereof to any individual in respect of
services rendered to that State or subdivision or local authority thereof shall be taxable only
in that State.
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b) NMotwithstanding the provisions of sub-paragraph 1 - a) of this Article, such remu-
neration shall be taxable only in the other Contracting State if the services are rendered in
that State and the recipient is a resident of that other Contracting State who:

(i} is 2 national of that State not being a national of the first mentioned State; or

{iiy not being a nationa! of the first-mentioned State did not become a resident of
that State solely for the purpose of performing the services.

2. a) Anypension paid by, ot out of funds created by, a Contracting State or a poli-
tical or an administrative subdivision or a local authority thereof to any individual in respect
of services rendered to that State or sebdivision or local authority thereof shall be taxable
only in that State.

by Notwithstanding the provisions of sub-paragraph 2 - a) of this Article, such pensi-
on shall be taxable only in the other Contracting State if the individual is a national of and
a resident of that State.

3. The provisions of Articles 15, 16 and 18 of this Agreement shall apply to remune-
ration or pensions in respect of services rendered in connection with any trade or business
carried on by one of the Contracting Stales or a political or an administrative subdivision or
a local authority thereof,

Article 20
PROFESSORS AND TEACHERS

A professor or teacher who makes a temporary visit Lo a Coutracting State for 2 period
not exceeding two years {or the purpose of teaching or conducting research at a university,
college, school or other educational institution, and who is, or immediately before such visit
was, a resident of the other Contracting State shall not be taxed in the first-mentioned Cont-
racting State in respect of remuneration for such teaching or research, provided that such re-
munerations arise from sources outside that first-mentioned Contracting State,

Article 21

STUDENTS

Payments which a student or business apprentice who is or was immediately before vi-
siting a Contracting State a resident of the other Contracting State and who is present in the
first-mentioned Contracting State solely for the purpose of his education or training teceives
for the purpose of his mainlenance, education or training shall not be taxed in that State,
provided that such payments arise from sources outside that State,

Article 22

OTHER INCOME

Items of income of a resident of a Contracting State, wherever arising, not dealt with
in the foregoing Articles of this Agreement, shall be taxable only in the other Contracting State.
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Chapter IV

Article 23
ELTMINATION OF DOUBLE TAXATION

1. It is agreed that double taxation shall be avoided in accordance with the following
paragraphs of this Article.

2. In the case of Turkey:

Where a resident of Turkey derives income which, in accordance with the provisions
of this Agreement, may be taxed in Iialy and in Turkey, Turkey shall, subject to the provisi-
ons of Turkish saxation laws regarding credit for foreign taxes (which shall not affect the ge-
neral principle hereof), allow as a deduction from the tax on income of that person, an amount
equal to the tax on income paid in Italy.

Such deduction shall not, however, exceed that part of the income tax computed in
Turkey before the deduction is given, which is appropriate to the income which may be taxed
in Italy,

Howover, no deduction will be granted if ihe item of income is subjected in Turkey
to a final withholding tax by request of the reciptent of the said income in accordance with
the Turkish law.

3. In the case of ltaly:

1f a resident of Italy owns items of income which are taxable in Turkey, ltaly, in deter-
mining its income taxes specified in Article 2 of this Agreement, may include in the basis upon
which such taxes are imposed the said items of income, unless specific provisions of this Ag-
reement otherwise provide,

In such case, Italy shall deduct from the taxes so calculated the income tax paid in Tur-
key but in an amount not exceeding that proportion of the aforesaid Italian tax which such
items of income bear to the entire income,

However, no deduction will be granted if the item of income is subjected in Italy to
a {inal withholding tax by request of the recipient of thesaid income in accordance with the
Italian law.

4. For the purposes of paragraphs 2 and 3 of this Article, when tax on business pro-
fits, dividends, interest or royalties arising in a Contracting State is exempted or reduced in
accordance with the laws of that State, such tax which has been exempted or reduced shall
be deemed to have been paid at an amount not exceeding:

a) 36 per cent of business profils referred (0 under Article 7:

b) 15 per cent of the gross amount of the dividends referred to under Article 10;

¢} 15 per cent of the gross amount of the interest referred to under Article 11;

[} 10 per cent of the gross amount of the royalties referred (o under Article 12.
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Chapter V

Special Provisions

Article 24
NON-DISCRIMINATION

1. Nationai of a Contracting State shall not be subjected in the other Contracting
State to any taxation or any requirement connected therewith which is other or more burden-
some than the taxaiicn and connected requirements to which nationals of that uiher State in
the same circumstaaces are or may be subjected. This provision shall, notwithstandibg the
provisions of Article I, also apply to persons who are not residents of one or both of the Cont-
racting States.

2. Subject to the provisions of patragraph 4 of Article 10, the taxation on a permanent
establishment which an enterprise of a Coniracting State has in the other Contracting State
shall not be less favcurably levied in that other State.than the taxation levied on enterprises
of that other State carrying on the same activites.

This provisio: shall not be construed as obliging a Contracting State to grant to resi-
dents of the other Contracting State any personal allowances, reliefs and reductions for taxa-
tion'purposes on aczount of civil status or family responsibilities which it grants to its own
residents.

3. Except where the provisions of paragraph 2 of Article 9, paragraph 6 of Article
14, or paragraph 6 af Article 12, apply, interest, royalties and other disbursements paid by
an enterprise of a Contracting State to a resident of the other Contracting State shall, for
the purpose of deteriining the taxable profits of such enterprise, be deductible under the sa:
me cunditions as if they had been paid to a resident of the first-mentioned State.

4. Enterprises of a Contracting State, the capital of which is wholly or partly owned
or coutrolled, directiy or indirectly, by one or more residents of the other Contracting State,
shall not be subjected in the first-mentioned Contracting State to any taxation or any require:
ment connected the:rewith which is other or more burdensome than the taxation and connec-
ted tequirerhients to which other similar enterprises of that first-mentioned State are or may
ue subjected.

5. The provisions of this Article shall apply to taxes covered. by Article 2 of this Ag-
reement,

Article 25
MUTUAL AGREEMENT PROCEDURE

1. Where a parson considers that the actions of one or both of the Contracting States
result or will result for him in taxation not in accordance with the provisions of this Agree-
ment, he may, irrespective of the remedies provided by the Contracting State of which he is
a resident or, if his ~ase 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 two years from the first
notification of the action resulling in taxation not in accordance with the provisions of the
Agreement.
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2. The competent authority shall endeavour, if the objection appears to il to be justi-
fied and il it is not itself able to arrive at a satisfactory solution, to resolve the case by mutual
apreement with the competent authouwy or the other Contracting State, with a view to the
avoidance of taxation which is not in accordance with the Agreement.

3. the competent authorities of the Contracting States shall endeavour to resolve by
mutual agreement any difficulties or doubls arising as to the interpretation or application of
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 parag-
raphs. When it seems advisable in order to reach agreement to have an oral exchange of opini-
ans, such exchange may take place through a Commission consisting of representatives of
the competent authorities of the Contracling States.

Article 26
EXCHANGE OF INFORMATION

1. The competent authorities of the Contracting States shall exchange such informa-
tion as is necessary for carrying out the provisions of this Agreement or of the domestic [aws
of the Contracting States concerning taxes covered by this Agreement insofar as the taxation
thereunder is not contrary to the Agreement as well as Lo prevent fiscal evasion. The exchange
of information is not restricted by Article 1. Any information received by a Contracting State
shall be treated as secret in Lhe same manner as information obtained under the domestic laws
of that State and shall be disclosed only to persons or authorities (including courts and admi-
nistrative bodies) involved in the assessment or collection of, the enforcement or prosecution
in respect of, or the determination of appeals in relation to, the taxes covered by the Agree-
ment. Such persons or authorities shall use the information only for such purposes. They may
disclose the information in public court proceedings or in judicial decisions.

2. In no 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 or the administrati-
ve practice of that or of the other Contracling State;

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

¢} to supply information which would disclose any trade, business, industrial, com-
mercial or professional secret or trade process or information, the disclosure of which would
be contrary o public policy (ordre public).

Article 27

DIPLOMATIC AGENTS AND CONSULAR OFFICIERS

Nothing in this Agreement shall affect the fiscal privileges of diplomatic agents or con-
sular officials under the general rules of international law or under the provisions of special
agreements.
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Article 28

REFUNDS

1. Taxes withheld at the source in a Contracting State will be refunded by request
of the taxpayer or of the State of which he is a resident if the right 10 collect the saif taxes
is affected by the provisions of this Agreement.

2. Claims for refund, that shall be produced within the time limit fixed by the law
of the Contracting State which is obliged to carry out the refund, shall be accompanied by
an official certificate of the Contracting State of which the taxpayer is a resident certifying
the existence of the conditions required for being entitled to the application of the allowances
provided for by this Agreement.

3. The competent authorities of the Contracting States shall by mutual agreement settle
the mode of application of this Article, in accordance with the provisions of Article 25 of
this Apreement.

Chapter VI

Final Provisions

Article 29
ENTRY INTO FORCE

I. Each Contracting State shall notify to the other the completion of the procedure
required as far as it is concerned for the bringing into force of this Agreement. This Agree-
ment shall enter into force on the first day of the second maonth following the day wheo the
fatter of these notifications has been received.

2. Iis provisions shall have effect for taxes with respect (o any taxable period begin-
ning on or after the first day of January of the calendar year next foltowing that of entry
into force of the Agreement,

3. The existing Agreement between the Government of the Republic of Turkey and
the Government of the [lalian Republic for the avoidance of double taxation on income ari-
sing fron; the exercise of maritime and air navigation, with exchange of notes, signed in An-
kara on 29 th September, 1981, shall terminate and cease tg have effect in respect of taxes
to which this Agreement applies in accordance with the provisions of paragraph 2 of this Article,

Article 30
TERMINATION

This Agreement shall remain in force vntil terminated by one of the Contracting Sta-
tes. Fither Contracting State may terminate the Agreement, through the end of any catendar
year after the period of five years from the date on which the Agreerment enters into force.
In such event, the Agreement shall cease 1o bave affec( for taxes with respect to any taxable
year beginning on or afrer the lirs: day nf Yuruary of the year next following that in which
the notice of termination -5 giv:r.
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In witness thereof the undersigned, duly authorised thereto, have signed this Agreement.

Daone in duplicate at Ankara the 27 th day of July 1990, in the Turkish, Italian and
English languages, all texts being equally aunthoritative, except in the case of doubts, when
the English text shall prevail.

For the Government of For the Government of
the Republic of Turkey the Republic of Italy
Ali BOZER Gianni de MICHELIS
The Minister Of Foreign Affairs The Minister Of Foreign Affairs
PROTOCOL

Al the moment of signing the Agreement between the Republic of Turkey and the Re-
public of Italy for the avoidance of double taxation with respect to taxes on income, and the
prevention of fiscal evasion, the undersigned have agreed upon the following provisions which
shall constitute an integral part of the Agreement.

I. Ad Article 4

In respect of the provisions of the second sentence of paragraph 1 of Article 4, a per-
son, who is subject to non-resident status in one of the Contracting States, is not considered
to be a resident in that State in the sense of the Agreement.

II. Ad Article 7

In respect of paragraph 1 of Article 7, profits derived from the sale of goods or mere-
handise of the same or similar kind as those sold, or from other business activities of the same
or similar kind as those effected, through a permanent establishment, may be considered att-
ributable Lo that permanent establishment if it is proved that this transaction has been resor-
ted to in order to avoid taxation in the State where the permanent establishment is situated.

Il Ad Article 7

In respect of paragraph 3 of Article 7, no deductions shall be allowed Tor sums which
are paid (other than Lhe reimbursement of expenses actually {ncurred) by the permanent es-
tablishment to the head office or any other office of the enterprise as royalties, fees or other
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similar payments in respect of the use of licences, patents or other rights, as commission for
services rendered or for management, or, except in the case of a banking enterprise, as inte-
rest on sums loaned to the pérmanent establishment.

IV. Ad Article 7

In respect of paragrah 3 of Article 7, the expression “‘expenses which are incurred for
the purposes of the permanent establishment’’ means the expenses directly connected with the
activity of the permanent establishment.

V.Ad, Articles 10, 1! and 12

It is understood that the "*beneficial owner’* clause should be interpreted in the mea-
ning that a third country resident will not be allowed to get benefits from the Tax Agreement
with regard to dividends, interest and royalties derived from Turkey or Italy, but this restricti-
on shall in no case be applied to residents of a Contracting State.

VI. Ad Article 10

In respect of paragraph 3 of article 10, it is understood that the dividends in the case
of Turkey shall also include the income from investment funds and investment trusts.

VII. Ad Article 25

In respect of paragraph 1 of Article 25, the expression “‘irrespective of the remedies
provided by the domestic law’* means that the mutual agreement procedure is not alternative
with the national contentious proceedings which shall be, in any case, preventively initiated.
when the claim is related with an assessment of the taxes not in accordance with this Agreement.

VIIL. Ad article 28

It is understood that the provision of paragraph 3 of Article 28 shall not affect the co-
mpetent authorities of the Contracting States from the carrying out, by mutual agreement,
of the other practices for the allowance of the reductions for taxation purposes provided for
in this Agreement.

In witness thereof the undersigned, duly authorised thereto, have signed this Protocol.

Done in duplicate at Ankara the 27 th day of July 1990, in the Turkish Italian and Eng-
lish languages, all texts being equally authoritalive, except in the case of doubts, when the
English text shall prevail.

For the Government of For the Government of
the Republic of Turkey the Republic of Italy
Ali BOZER Gianni De MICHELIS
The Minister of Foreign AflTairs The Minister of Foreign Affairs
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