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Agreement
Between the Republic of Turkey and Japan
For the Avoidance of Double Taxation
snd the Prevention of Fiscal Evasion
With Respect to Taxes on Income

The Government of the Republic of Turkey and the Government of Japan,

Desiring to conclude an Agreement for the avoidance of double taxation and the pre-
vention of fiscal evasion with respect to taxes on income,

Have agreed as follows:

Article 1

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

Article 2

1. The taxes which are the subject of this Agreement are:
a) in the Republic of Turkey {hereinafter referred to as “Turkey"):

{1) the tncome tax;
(i1) the corporation tax; and
(§11) the levy imposed on the income tax and the corporation tax,

b) in Japan :

{§) the income tax;
{11) the corporation tax; and
(1i1) the local fnhabitant taxes.

2. This Agreement shall apply also to any fdentical or substantially
similar taxes, whether national or local, which are imposed after the date of
signature of this Agreement in addition to, or in place of, those referred to
in paragraph 1. The competent authorities of the Contracting States shall notify
each other of any substantial changes which have been made in their respective
taxation laws within a reasonable period of time after such changes.

Article 3

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

a) the terms “a Contracting State" and "the cother Contracting State”
mean Turkey or Japan, as the context reguires;

b} the term “"tax" means Turkish tax or Japanese tax, as the context
requires;

c) the terms "Turkish tax" and “Japanese tax" mean respectively any
tax imposed in Turkey and Japan to which this Agreement applies in
accordance with the provisions of paragraphs 1 and 2 of Article 2,
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d} the term "person” imcludes an individual, a company and any ather
body of persons;

e) the term “company" means any body corporate or any entity which is
treated as a body corporate for tax purposes;

f) the terms "enterprise of a Contracting State" and “enterprise of
the other Contracting State mean respectively an enterprise
carried an by a resident of a Contracting State and an enterprise
carried on by a resident of the other Contracting State;

g) the term "nationals" means:

(i} in relation to Turkey, all individuals possessing the Turkish
nationality in accordance with the Turkish Nationality
Code; and all lega) persons or associations deriving their
status a8s such from the law in force in  Turkey;

{i1) in relation to Japan, all individuals passessing the nationality
of Japan and 311 juridical persons created or organized under
the laws of Japan and all organizations without Jjuridical
personality treated for the purposes of Japanese tax as
juridical persons created or orgami zed under the laws of Japan;

h) the .term "international traffic" means any transport by a ship
or aircraft operated by an enterprise of a Contracting State,
except when the ship or aircraft is operated solely between
places tn the other Contracting State; and

i) the term “competent authority" means ;

(i) in Turkey, the Minister of Fimance and Customs or nis
authorised representative;

(i1} in Japan, the Minister of Finance or his authorised
representative.

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

Article 4

1. For, the purposes of this Agreement, the term “resident of a
Contracting State" means any person who, under the laws of that Contracting
State, is liable to tax therein by reason of his domicile, residence, legal
head office, place of head or main office or any other criterion of a similar
nature,

2. Where by reason of the provisions of paragraph 1 an individual is a
resident of both Contracting States, then this case shall be determined in
accordance with the following rules:

a) he shall be deemed to be a residenf of the Contracting State with
which his personal and economic relations are c¢losest {centre of
vital interests):

b) if the Contracting State in which he has his centre of vital
interests canpot be determined, he shall be deemed fo be a
resident of the Contracting State in which he has an habirtual
abode;
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¢y if he has an habitual abode in both Contracting States or in
nefther of them, he shal) be deemed to be a resident of the
Contracting State of which he is a national,

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

3. Where by reason of the provisions of paragraph 1 a person other than
an individual is a resident of both Contracting States, then the competent
authorities of the Contracting States shall determine by mutual agreement the
Contracting State of which that person shall be deemed to be a resident for the
purposes of this Agceement .

Article §

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

2. The term “permanent establishment” includes especially:
a) a place of management:
b} a branch;
¢y an office;
dy a factory,
¢) a workshop, and

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

3, A bufldina =-*~ _r construction, instailation or assembily project
conttiLuces & mireanent establishment only ff it Yasts more tham six months,

4, Ap enterprice o1 a Contracting State sh.'1 be deemed to have a
parmanent establishment in the other Cuntracty~ State and to carry on business
throcugh that permanent establishment if 1t car, on supervisory activities in ./
that other Contracting St2te for more than s.. months in connection with a
Yuilding site or construction, installatien or assembly project which is being
undertaken in that other Contracting State,

5. An enterprise of a lontracting State shall be deemed to have a
permanent establishment in the cother Contracting State if it furnishes 1in that
other Contracting Stat: services inciuding consultancy services through
employees or other perscnnel - other than an agent of an independent status to
whom the provisions of paragrapn 8 apply - provided that such activities
continue (for the same project or two or more conrected projects) for a period
v periods aggregating more than six months within apy twelve-month period.

6. Notwithstanding the provisions of the preceding paragraphs of this
Article, the term “permanent establishment™ shall be deemed not to include:

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

b) the maintenance of a stock of goods or merchandise belonging to
the enterprise solely for the purpose of storage, display or
delivery;
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¢) the maintenance of a stock of goods or merchandise belonging to
the enterprise solely for the purpese of processing by another
enterprise; .

d) the maintenance of a fixed place of pusiness seclely 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 af carrying on, for the enterprise, any other activity of
& preparatary or auxiitary character;

f) the maintenance of a fixed place of business solely for any
combination of activities mentioned in sub-paragraphs a) to e),
provided that the overall activity of the fixed place of business
resulting from this combination is of & preparatery or auxiliary
character.

7. Notwithstanding the provisions of paragraphs 1 and 2, where a person -
other than an agent of an fndependent status to whom the provisions of paragraph 8
apply - is acting on behalf of an enterprise and has, and habitually exercises,
in a Cantracting State an authority to conclude contracts in the name of the
enterprise, that enterprise shall be deemed to have a permanent establiishment in
that Contracting State in respect of any activities which that parson undertakes
for the enterprise, unless the activities of such person are limited to those
mentioned in paragraph 6 which, if exercised through a fixed place of business,
would not make this fixed place of business 4 permanent establishment under the
provisions of that paragraph.

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

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

Article 6

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

2, The term “"immovable property* shall have the meaning which it has
under the laws of the Contracting State in which the property im question is
situated. The term shall in any case include property accessory to immovable
property, livestock and eguipment used in agriculture and forestry, rights to
which the provisions of general law respecting immovable 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 cther natural resources; ships and aircraft 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 1 and 3 shall also apply to the income
from immovable property of an enterprise a~d to income from immovable property
used for the performance of independent personal services.
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Articte 7

1. The profits of an enterprise of a Contracting State shall be taxable
only in that Comracting State unless the enterprise carries on business in the
other Contracting State through a permanent establiishmemt situated therein., If
the enterprise carries on business as aforesaid, the profits of the enterprise
may be taxed in that other Comracting State but only 50 much of them as is
attributable to that permanent establishment.

2, Subject to the provisions of paragraph 3, where an enterprise of a
Contracting State carries on business in the other Contracting State through a
permanent establ{shment situated therein, there shall in each Contracting State
be attributed to that permanent establishment the profits which it might be
expected to make ff 1t were a distinct and separate enterprise engaged §n the
same or similar activities under the same or similar conditions and dealing
wholly independently with the enterprise of which it is a permapent 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, including executive and general administrative expenses
so incurred, whether in the Contracting State in which the permanent establishment
ts situated or eisewhere,

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 enterprise.

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

Article B

1. Profits from the aperation of ships or aircraft in international
traffic carried on by an enterprise of a Contracting State shall be taxable only
in that Contracting State.

2. In respect of the operation of ships or aircraft in international
traffic carried on by an enterprise of a Contracting Stdte, that enterprise, if
an enterprise of Turkey, shall be exempt from the enterprise tax in Japan, and,
if an enterprise of Japan, shall be exempt from any tax similar to the enterprise
tax in, Japan which may hereafter be imposed fn Turikgy.

3, The provisions of the preceding paragraphs of this Article shall
&lso apply to profits from the participation in a pool, a joint business or an
international operating agency.

Article 9
1. Where

a) an enterprise of a Comtracting State participates directly or
indirectly in the management, control or capital of an emterprise of
the other Contracting State, or

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

and in either case conditifons are made ,or imposed between the two
enterprises in their commercial or finmancial relations which differ
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from those which would be made between independent 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 incTuded in the profits of that enterprise and taxed

accordingly.

2. Where a Contracting State includes, in accordance with the provisions of
paragraph 1, in the profits of an enterprise of that Contracting State-and
taxes accordingly-profits on which an enterprise of the other Contracting State
has been charged to tax in that other Contracting State and where the competent
authorities of the Contracting States agree, upon consultation, that all or part
of the profits so included are profits which would have accrued to the
enterprice of the first-mentioned Contracting State if the conditions made
between the two eaterprises had been those which would have been made between
1ndependent enterprises, then that other Contracting State shall make an
appropriate adjustment to the amount of the tax charged therein on those agreed
profits, In determining such adjustment, due regard shall be had to the other
provisions of this Agreement.

Article 10

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

Contracting State,

2. However, such 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 Contracting State, but if the recipient is the benefictal owner of
the dividends the tax 50 charged shall not exceed:

a) 10 per cent of the gross amount of the dividends 1f the beneficial
owner is a campany which owns at least 25 per cent of the voting shares of the
company paying the dividends during the period of six months immediately before
the end of the accounting period for which the distribution of profits takes

place;

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

The provisions of this paragraph shall not affect the taxation of
the company in respect of the profits out of which the dividends are paid.

3. The term "dividends™ as used in this Article means income from
shares, founders' shares or other rights, not being debt-claims, participating
in profits, as well as income from other corporate rights which is subjected to
the same taxation treatment as fncome from shares by the taxation laws of the
Contracting State of which the company making the distribution is a resident.

4. The provistons of paragraphs 1 and 2 shall not apply:

a8} if the beneficial owner of the dividends, being a resident of
Turkey, carries on business in Japan of which the company paying the dividends
is a resident, through a permanent establishment situated in Japan, or performs
in Japan independent personal services from a fixed base sftuated {n Japan, and
the holding in respect of which the dividends are paid is effectively connected
with such permanent establishment or fixed base. In such case the provisions of
Article 7 or Article 14, as the case may be, shall apply.
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b} 1f the beneficial owner of the dividends, being a resident of
Japan, carries on business in Turkey of which the company paying the dividends is
a resident, through a permanent establishment situated in Turkey, and the
holding in respect of which the dividends are paid is effectively connected with
such permaznent establishment. In such case the provisions of Articie 7 shall

apply.

%. Mhere a company which is a resident of a Contracting State derives
profits or income from the other Contracting State, that other Contracting State
may not impose any tax on the dividends paid by the company, except insofar as
such dividends are paid to a resident of that other Contracting State or insofar
as the holding in respect of which the dividends are paid is effectively
connected with a permanent establishment or a fixed base situated in that other
Contracting State, nor subject the company's undistributed profits to a tax on
the company's undistributed profits, even if the dividends paid or the
undistributed profits consist wholly or partly of profits or income arising in
that cther Contract ing State.

Article 11

1. Interest arising in a Comracting State and paid to a restdent of
the other Contracting State may be taxed in that other Contractiag State,

2. However, such interest may also be taxed in the Contracting State
fn which it arises and according to the laws of that Contracting State, but if
the recipient is the beneficial gwner of the interest the tax so charged shall
not exceed:

a) 10 per cent of the gross amount of the interest if it is received
by any financial institution;

b) 15 per cent of the gross amount of the interest in other cases.

3. Notwithstanding the provisions of paragraph 2, interest arising in a
Contracting State and derived by the Government of the other Contracting State,
a local authority thereof or the Lentral Bank of that cther Contracting State
shall be exempt from tax in the first-mentioned Contracting State.

4. The term “interest“ as used in this Article means incame from
debt-claims of every kind, whether or not secured by mortgage and whether or naot
carrying a right to participate in the debter's profits, and in particular,
income from Government securities and income from bonds or debentures, including
premiums attaching te such securities, bonds or debentures.

5. The provisions of paragraphs 1 and 2 shatl aot apply:

a) if the bereficial owner of the interest, betng a resident of
Turkey, carries on business 1n Japan in which the interest arises, through a
permanent establishment situated in Japan, or performs in Japan independent
personal services from a fixed base situated in Japan, and the debt-claim in
respect of which the interest is paid is effectively connected with such
permanent establishment or fixed base. 1n such case the provisions of Article 7 or
Article 14, as the case may be, shall apply,

b} if the beneficial owner of the interest, being a resident of
Japan, carries on business in Turkey in which the interest arises, through a
permanent establishment situated in Turkey, and the debt-claim in respect of
which the interest is paid is effectively connected with such permanent
establishment . In such case the provisions of Article 7 shali apply.
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6, Interest shall be deemed to arise in a Contracting State when the
payer 1s that Contracting State itself, a local authority thereof or a resident
of that Contracting State. Where, however, the person paying the interest,
whether he 1s a resident of a Contracting State or not, has in a Contracting
State a permanent establishment or a fixed base in connection with which the
indebtedness on which the interest 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 {n which the permanent establishment
or fixed base is situated.

7. 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-claim for which it is paid, exceeds the
amount which would have been agreed upon by the payer and the beneficial owner
in the absence of such relationship, the provisions of this Article shall apply
only to the last-mentioned amount. In such case, the excess part of the payments
shaill remain taxable according to the laws of each Contracting State, due regard
being had to the other provisions of this Agreement,

Article 12

1. Royalties arising {n a Contracting State and patd to a resident of
the other Contracting State may be taxed in that other Contracting State.

2. However, such royalties may also be taxed in the Contracting State
in which they arise and according to the laws of that Contracting State, but if
the recipient is the beneficial owner of the royalties the tax so charged shall
not exceed 10 per cent of the gross amount of the royalties.

3. The term "royalties" as used in this Article means payments of any
kind received as a consideration for the use of, or the right to use, any
copyright of titerary, artistic or scientific work includrng cinematograph films
and films or tapes for radio or television broddcasting, any patemt, trade
mark, design or model, plan, secret formula or process, or for the use of, or
the right to wuse, industrial, commercial or scientific equipment, or for
information concerning industrial, commercial or scientific experience, as well
as receipts from a bare boat charter of ships or aircraft (other than those dealt
with in Article 8).

4, Royalties shall be deemed to arise in a Contracting State when the
payer is that Contracting State itself, a ltocal autherity therecf ar a resident
nf that Contracting State. Where, however, the person paying the royalties,
whether he is a resident of a Contracting State or not, has in a Contracting
State a permanent establishment or a fixed base in connection with which the
liability to pay the royalties was incurred, and such royalties are borne by
such permanent establishment or fixed base, then such royalties shall be deemed
to arise in the Contracting State in which the permznent establishment or fixed
base is situated,

5. The provisions of paragraphs 1, 2 and 4 shall likewise apply to pro-
ceeds arising from the aliemation of any copyright of literary, artistic or
scfentific work including cinematograph films and f1ims or tapes for radio or
television bhroadcasting, any patant, trade mark, design or model, plan, or
secret formula or process, except whan the provisieons of paragraph 2 of Article
13 are applicable to the gains to be derived from such procesds.

6. The provisions of paragraphs 1, 2 and 5 shall not apply:

a) if the beneficial owner of the royalties, being a resident of
Turkey, carries on business in Japan in which the royalties arise, through a
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permanent establishment situated fin Japan, or performs in Japan independent
persaral services from a Fixed pase situated in Japan, and the right or property
in respect of which the royalties are paid is effectively connected with such
permanent establishment or fixed base. In such case the provisions of Article
7 or Article 14, 2s the case may be, shall apply,

b) if the beneficial owner of the royalties, being a resident of
Japan, carries on business tn Turkey in which the royalties arise, through a
peraanent establishment sttuated in Turkey, and the right or property in respect
of which the royalties are paid is effectively connected with such permanent
establishment. In such case the provisions of Article 7 shall apply.

7. Where, by reason of a special relatfonship between the payer and the
beneficial owner or between both of them and some other person, the amount of
the royalties, 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 absente of such relationship, the provisions of this
Article shall apply only to the last-mentioned amount. In such case,the excess
part of the payments shall remain taxable according to the laws of each
Contracting State,due regard being had to the other provisions of this Agreement.

Article 13

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

2. Gains from tre alienation of any property, other than {immovable
property, forming part of the business property of a permanent establishment
which an anterprise of a Contracting State has {n the other Contracting State or
of any property, other than immovable property, pertaining to a fixed base
available to a resident of a Contracting State in the other Contracting State
for the purpase of performing independent personal services, including such
gains from the alienation of such a permanent estabi{shment (alone or with the
whole enterprise} or of such a fixed base, may be taxed in that other
Contracting State.

3. Gains derived by a resident of a Contracting State from the
alienation of ships or aircraft operated in international traffic and any
property, other than immovable property, pertaining to the operation of such
ships or zircraft shall be taxable only in that Contracting State.

4, Gains derived by a resident of a Contracting State from the
alienation of any property other than that referred to in the preceding
paragraphs of this Article and arising in the other Contracting State may be
taxed in that other Contracting State.

Article 14

1. Income derived by a resident of a Contracting State in respect of
professional services or other activities of an independent character shall be
taxable only in that Contracting State unless he has a fixed base regularly
available to him in the other Contracting State for the purpose of performing
his activities or he is present in that other Contracting State for a period or
periods exceeding 1n the agqregate 183 days in any consecutive twelve-month
period. If he has such a fixed base or remains in that other Contracting State
for the aforesaid period or periods, the income may be taxed in that gther
Contracting State but only s¢o much of it as is attributable to that fixed base
ar is derived in that other Contracting State during the aforesaid period or
periods.
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2, The term "professional services* includes especially independent
scifentific, literary, artistic, educational or teaching activities as well as
the independent activities of physicians, lawyers, engineers, architects,
dent {sts and accountants.

Article 15

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

2. Notwithstanding the provistons of paragraph 1, remuneration derived
by a resident of a Contracting State in respect of an employment exercised in
the other Contracting State shall be taxable only in the first-mentioned
Contracting State if:

a) the rectplent is present in that other Contracting State for a
period or periods not exceeding in the aggregate 183 days in the
calendar year concerned, and

b} the remuneration is paid by, or on behalf of, an employer who
is not a resident of that other Comracting State, and

¢} the remuneration is not borne by a permanent establishment or a
fixed base which the employer has in that other Contracting State.

3. Notwithstanding the provisions of paragraphs 1 and 2, remuneration
in respect of an employment exercised aboard a ship or aircraft operated in
international traffic by an enterprise of a Contracting State may be taxed in
that Contracting State.

Article 16

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

Article 17

1. Notwithstanding the provisions of Articles 14 and 15, income derived
by an individual who is 2 resident of a Contracting State as an entertainer
such as a theatre, motion picture, radio or television artiste, or a musician,
or as & sportsman, from his personal activities as such exercised in the other
Contracting State, may be taxed in that other Contracting State.

Such income shall, however, be exempt from tax in that other Contracting
State if such activities are exercised by an individual who is a resident of the
first-ment foned Contracting State pursuant to & special programme for cultural
exchange agreed upon between the Governments of the two Contracting States,

2. Where income fn respect of personal activities exercised in a
Contracting State by an entertainer or a sportsman in his capacity as such
accrues not to the entertainer or sportsman himseif but to another person who is
a resident of the other Contracting State, that income may, actwithstanding the
provisions of Articles 7, 14 and 15, be taxed in the first-mentioned Contracting
State.
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Such income shall, however, be exempt from tax fn the first-mentioned
Contracting State if such activities are exercised pursuant to a special
programme for cultural exchange agreed upon between the Governments of the two
Contracting States.

Article 18

Subject to the provisfons of paragraph 2 of Article 19, pensfons and
other similar remuneration paid to a residemt of a Comracting State in
consideration of past employment and annuities paid to such a resfdent shall be
taxable only in that Contracting State.

Article 19

1. 2) Remuneration, other than a pension, paid by a Contracting State
or & Tocal authority thereof to an individua) in respect of services rendered to
that Contracting State or local authority thereof in the discharge of functions
of a governmental nature shall be taxable only in that Contracting State.

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

(¥} 1s a national of that other Contracting State; or
{ti) did not become a resident of that other Contracting State solely
for the purpose of rendering the services,

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

b} However, such pension shall be taxable only in the other
Contracting State if the individual is a resident of, and a national of, that
aother Contracting State,

3. The provisions of Articles 15, 16, 17 and 18 shall apply to
remyneration and pensions in respect of services rendered in connection with a
business carried on by a Contracting State or a local authority thereof,

Article 20

Payments which & student or business apprentice who s or was
fmmediately before visiting a Contracting State a resident of the other
Contracting State and who s present in the first-mentioned Contracting State
solely for the purpose of his education or training receives for the purpose of
his maintenance, education g¢r tratning shall be exempt from tax in the
first-menttoned Contracting State, provided that such payments are made to him
from outside that first-mentioned Contracting State. The same shall apply to
remuneration which such student or business apprentice derives from an
employment which he exercises in the first-mentioned Contracting State for a
periad or periods mot exceeding 183 days in a calendar year, in order to obtain
practical experience related to his education or training.,

Article 21

1. 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 that Contracting State,

2. The provisions of paragraph 1 shall not apply to income, other than
income from immovable property as defined in paragraph 2 of Article 6, if the
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recipient of such income, being a resident of a Contracting State, carries on
business in the other Contracting State through & permanent establishment
situated therzin, or performs n that other Contracting State independent
personal services from a fixed base situated thereln, and the right or property
in respect of which the fincome is paid is effectively connected with such
permanent establishment or fixed base. In such case the provisions of Article 7
or Article 14, as the case may be, shall apply.

3. Notwithstanding the provisions of paragraphs 1 and 2, items of
income of a resident of a Contracting State not dealt with in the foregoing
Articles of this Agreement and arising in the other Contracting State may be
taxed in that other Contracting State,

Article 22

1. Double taxation for the residencs of Turkey shall be eliminated as
fallows:

Where a resident of Turkey derives income which, in accordance
with the provisions of this Agreement, may be taxed in Japan, Turkey shall, sub-
ject to the provisions of Turkish taxation laws regarding credit for forelgn
taxes, allow as a deduction from the tax on income of that resident an amount
equal to the tax on income paid in Japan,

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

2. Subject to the taws of Japan regarding the allowance as a credit
against Japarese tax of tax payable In any country other than Japan:

a) Where & resident of Japan derives income from Turkey which may be
taxed in Turkey in accordance with the provisions of this Agreement, the amount
of Turkish tax payable in respect of that income shall be allowed as a credit
against the Japanese tax imposed on that resident. The amount of credit,
however,snall not exceed that part of the Japanese tax which is appropriate to
that income.

b) Where the income derived from Turkey is a dividend paid by a
company which i$ a resident of Turkey to a company which is a residemt of Japan
and which owns not less than 25 per cent either of the voting shares of the
company paying the dividend, or of the total shares issued by that company, the
credit shall take into account the Turkish tax payable by the company paying the
dividend in respect of its income.

3. For the purposes of the cradit referred to in sub-paragraphs a) and
bl of paragraph 2, there shall be deemed to have been paid by the taxpayer the
amgurt which would have been patd as Turkish tax under the lYaws of Turkey and in
accordance with this Agreement if the Turkish tax had not been reduced or
relieved in accordance with the special incentive measures designed to promote
economic development in Turkey, effective on the date of signature of this
Agreerent or which may be introduced inm the future in the Turkish tax laws in
modification of or in addition te the existing measures, provided that an
agrecment s made between the two Governments- in respect of the scope of the
Benefrl accorded Lo the taxpayer by the said measures.

4. The provisions of paragraph 3 shall cease to have effect after ten
years from the first day of Jdanuary of the calendar year next following that
in which this Agreement enters into force.

Yilritme ve Idare Bolitmdl Sayfa ; 31



Sayfa: 32 RESMI GAZETE 13 Kasim 1994 — Saw1 ; 22110
.

Article 23

1. Nationals 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 burdensome than the taxation and connected requirements to
which nationals of that other Contracting State in the same circumstances are or
may be subjected. This provision shall, notwithstanding the provisions of Article
1, also apply to persons who are not residents of gne or both of the Contracting
States,

2. The taxation on a permanent establishmemt which an enterprise of a
Contracting State has in the other Contracting State shall not be less favourably
levied in that other Contracting State than the taxation levied on enterprises
of that other Contracting State carrying on the same activities., This provision
shall not be construed as obliging a Contracting State to grant to residems of
the other Contracting State any personal allowances, reliefs and reductions for
taxation purposes on account of civil status or family responsibilities which it
grants to 1ts own residents.

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

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

Article 24

1. Where a person considers that the actions of one or both of the
Contracting States result or will result for him in taxation not {n accordance
with the provisions of this Agreement, he may, irrespective of the remedies
provided by the domestic laws of those Contracting States, present his case to
the competent authority of the Contracting State of which he is a resident or,
if his case comes under paragraph 1 of Article 23, to that of the Contracting
State of which he is a national.

2. The competent authority shali endeavour, if the objection appears
to 1t to be justified and if it 1s not itself able to arrive at a satisfactory
solution, to resolve the case by mutual agreement with the competent authority
of the other Contracting State, with a view to the avoidance of taxation which
s not in accordance with the provisions of this Agreement. Any agreement
reached shall be implemented notwithstanding any time limits in the domestic
laws of the Contracting States.

3, The competent authorities of the Contracting States shall endeavour
to resolve by mutual agreement any difficulties or doubts arising as to the
interpretation or application of this Agreement. They may also consult together
for the elimination of double taxation in cases not provided for in this
Agreement .

4. The competent authorities of the Contracting States may communicate
with each other directly for the purpose of reaching an agreement tn the sense
of the preceding paragraphs of this Article.
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Article 25

1. The competent authorities of the Contracting States shall exchange
such information as 1is necessary for carrying out the provistons of this
Agreement or of the domestic laws of the Contracting States concerning taxes
covered by this Agreement fnsofar as the taxation thereunder is not contrary to
the provisions of this Agreement, or far the prevention of fiscal evasion with
respect to such taxes. Any information so exchanged shall be treated as secret
and shall be disclosed only to persons or authorities, including courts,
involved in the assessment or collection of the taxes covered by this Agreement
or the determination of appeals in relation thereto.

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
and the administrative practice of that or of the other
Contracting State ;

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

¢) to supply information which would disclese any trade, business,
industrial, commercial or professional secret or trade process,
or information, the disclosure of which would be contrary to
public policy {ordre public).

Article 26

Nothing tn this Agreement shall affect the fiscal privileges of
diplomatic agents or consular officers under the genera) rules of interpaticnal
law or under the provisions of special agreements.

Article 27

1. Each of the Contracting States shall endeavour to collect such taxes
imposed by the other Contracting State as will ensure that any exemption or
reduced rate of tax granted under this Agreement by that other Contracting
State shall not be enjoyed by persons not emtitled to such benefits, The
Contracting State making such collections shall be responsibie to the other
Contracting State for the sums thus collected.

2. In no case shall the provisions of paragraph 1 be construed so as to
impose upon either of the Contracting State the obligation to carry out
administrative measures at variance with the regulations and practices of the
Contracting State endeavouring to colflect the tax ‘or which would be cantrary to
the public policy {ordre public) of that Contracting State,

Article 28

1. This Agreement shall be ratified and the instruments of ratification
shall be exchanged at Tokyo as soon as possible.

2. This Agreement shall enter into force on the thirtieth day after the
date of the exchange of instruments of ratification and shall have effect:

a) in Turkey:
for taxes with respect to any taxable year beginning on or after

the first day of January of the calendar year next following that of
entry into force of this Agreement; and
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b) in Japan:

as regards income for any taxable year beginning on or after the
first day of January of the calendar year next following that in
which this Agreement enters into force.

Article 29

This Agreement shall continue In effect findefinitely but either
Contracting State way, on or before the thirtieth day of June of any calendar
year beginntng after the expiration of a perfod of five years from the date of
its entry into force, give to the other Contracting State, through the
diplomatic channel, written notice of termination and, in such event, this
Agreement shall cease to have effect:

a) in Turkey:

for taxes with respect to any taxable year beginning on or after
the first day of Janvary of the calendar year next following that in
which the notice of termination is given; and

b) in Japaa:

as regards income for any taxable year beginning on or after the
first day of January of the calendar year next following that in
wvhich the notice of termination is given,

IX WITHESS WHEREOF the undersigned, duly authorised therete by their
respective Governments, have signed this Agreement,

DANE in duplicate at Ankara on March 8, 1993 in the English Yanguage.

For the Government for the Governmem
of the Republic of Turkey : of Japan :
Somer ORAL Yoichi YAMAGUCHI
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PROTOCOL

At the signing of the Agreement between the Republic of Turkey and
Japan for the Avotdance of Double Taxation and the Prevention of Fiscal Evasion
with respect to Taxes on Income (hereinafter referred to as "the Agreement”) the
undersigned have agreed upon the following provisions which shall form an
integral part of the Agreement.

1. With reference to paragraph 1 of Article 4 of the Agreemenmt, it is
understood that the term "legal nead office" means the statutory seat of a person
other than an individual prescribed in the Turkish tax laws and the term "head
or main of fice" means head or main office prescribed in the Japanese tax laws,

2. With reference to paragraph 7 of Article 5 of the Agreement, it is
understood that where a person - other than an agent of an independent status to
whom the provisions of paragraph 8 of the said Article apply - habitually
maintains in a Contracting State a stock of goods or merchandise from which he
reqularly delivers goods or merchandise on behalf of an enterprise of the other
fontracting State, that enterprise shall be deemed to have 2a permanent
establishment in the first-mentioned Contracting State in respect of any
activities which that person undertakes for the enterprise, even if such person
does not have, or does not habitually exercise in the first-mentioned Contracting
State an authority to conclude tontracts in the name of the erterprise. However,
this praovision shall not apply unless it is proved that such person undertakes
not only the regular delivery of the goods or merchandise, but aiso undertakes
virtually all the activities cdnnected with the sale of the goods or merchandise
except for exercising the above-mentioned authority to contlude contracts.

3, With reference to Articles 5 and 7 of the Agreement, it is understood
that where income from furnishing of services carried on by an enterprise of
Japan is taxed in Turkey in atcordance with the provisions of paragraph 5 of
Article 5 and Article 7 of the Agreement, such fincome is deemed, for the
Turkish taxation purposes, as an income from the furmishing of professional
servicas by that enterprise of Japan, This provision shall not affect the
imposition of a withholding tax on such income in accordance with the Turkish
tax law, However, the withholding tax so charged shall not exceed 15 per cent of
the gross amount of the payments made for such professional services and is
credited against the final Turkish tax tiability on such income.

4. With reference to paragraph 3 of Article 7 of the Agreement, it is
undecrstood that no deduction shall be allowed in respect of amounts paid or
charged {(other than reimbursement of actual expenses) by & permanent establishment
of an enterprise to the head office of the enterprise or any other offices
thereof, by way of:

a) royalties, fees or other similar payments ¥n return for the use
of patents or other rights;

b) commission, for specific services performed or for management; and

¢} interest on money lent to the permanent establishment; except
where the enterprise is a banking fnstitution,

) 5. With reference to Article B of the ‘Agreement, it is understood that
p]rofn';s ]frgwm the operation of ships or aircraft in intermational traffic shall
also include:

a) profits derived from the rental on a full basis or on a bare boat
basis of ships or aircraft;
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b} profits derived from the use of containers (including trailers and
related equipment for the tramsport of containers) used in
international traffic;

1f such profits are fncidental to profits to whick the provisions of paragraph 1
of this Article apply.

6. With reference to sub-paragraphs a) and b) of paragraph 2 of Article
10 of the Agreement, in the case of Turkey, the tax rates referred to therein
shall be 15 per cent for sub-paragraph a) and 20 per cent for sub-paragraph b},
respectively, where the amount of the Turkish tax imposed on the income of the
company paying dividends is less than 40 per cent of such income which is
dertved in the accounting pericd ending immediately before the date when such
dividends become payable.

7. With reference to paragraph 3 of Article 10 of the Agreement, it is
understood that the term “dividends", 1in the case of Turkey includes income
derived fraom an investment fund and investment trust.

§. MNothing tn the Agreement <hall be c¢onstrued as preventing a
Contracting State from imposing a tax on the profits of a permanent establishment
situated in that Contracting State of a company which is a resident of the other
Contracting State {other than those derived from the operation of ships or
aircraft in international traffic), after deducting the tax which would be
chargeable on the profits of the permanent establishment in accordance with
the relevant provisions of the Agreement, provided that such tax shail not
exceed 10 per cent of the remaining amount of the profits after such deduction
of tax, However, in the case of Turkey, such tax shall not exceed 15 per cent
of the remaining amount of the profits after such deducticn of tax, where the
amount of the Turkish taxes <chargeable on the profits of the permanent
establishment is less than 40 per cent of its profits.

9, Mith reference to sub-paragraph a) of paragraph 2 of Article 11 of
the Agreement, it is understood that the term "“financial institution” means
banks and tnsurance companies, The competent authorities of the Contracting
States may include other dnstitutions of a similar character in the term
"financial institution" by mutual agreement,

10, With reference to paragraph 2 of Article 24 of the Agreement, it is
understood that, in the case of Turkey, the taxpayer must claim the refund
resulting from the mutual agreement referred to in the said paragraph within a
period of one year after the Turkish tax administration has notified the tax-
payer of the result of such mytual agreement,

IN WITNESS WHEREOF the undersigned, duly authorised thereto by their
respective Governments, have signed this Protocol.

DOME in duplicate at Ankara on March B, 1993 in the English language,

for the Government For the Government
of the Republic of Turkey : of Japan :
SOmer ORAL Yoichi YAMAGUCHI
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Ankara, March 8 , 1993

Excellency,

I have the honour to acknowledge the receipt of Your

Excellency's Note of today's date which reads as follows:

"I have the honour to refer to paragraph 3 of
Article 22 of the Agreement between the Republic of
Turkey and Japan for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with respect to
Taxes on Income which was signed today and to confirm,
on behalf of the Government of the Republic of Turkey,
the following understanding reached between the
Government of the Republic ¢f Turkey and the
Government of Japan;

The measures set forth in the following
paragraphs and Articles of the Income Tax Law, 1961
(Law No. 193 of 1961) and the Corporation Tax Law,
1949 (Law No. 5422 of 1949) are "the special incentive
measures designed to promote economic development in
Turkey, effective on the date of signature of this

Agreement"” referred to in the said paragraph:

{i) Paragraph 9 of Article 8 of the
Corporation Tax Law and Additional

Articles 1 to 6 of the Income Tax Law.
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(ii) Paragraph 15 of Article 8 of the
Corporation Tax Law and Repeated Article

20 of the Income Tax Law.
{iii) Temporary Article 19 of the Corperation

Tax Law.
I have further the honour to regquest Your

Excellency to be good enough to confirm the foregoing

understanding on behalf of the Government of Japan.”

I have further the honour to confirm the
understanding contained in Your Excellency's Note, on

behalf of the Government of Japan.

I avail myself of this opportunity to extend to Your

Excellency the assurance of my highest consideration.

Yoichi Yamaguchi
Ambassador Extraordinary
and Plenipotentiary of Japan
to the Republic of Turkey
His Excellency
Mr. SUmer QOral
Minister af fFinence ang
Customs of thg Republic
of Turkey

Ankara, March 8, 1993

Excellency,

1 have the nonour to refer to paragraph 3 of Article 22 of the Agreement
hetween the Republic of Turkey and Japan for the Avoidance of Double Taxatign
and the Prevention of Fiscal Evasion with respect to Taxes on Income which was
s1gned today 2na to corfirm, on behalf of the Govermment of the Republic of
Turkey, the following understanding reached between the Government of the

Republic of Turkey and the Government of Japan:

The measures set forth in the following paragraphs and Artitles of the
Income Tax Llaw, 1961 {Law No. 193 of 1961) and the Corporation Tax Law, 1049
{Law YMo. 5422 of 1949) are "the special incentive measures designed to promote
economic development in Turkey, effective on the date of signature of ths
Agreement” referred to n the sai1d paragraph:
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{1) Paragraph 9 of Article 8 of the Corporation Tax Law 2and
Additional Articles 1 to 6 of the TIncome Tax Law.

(i) Paragraph 15 of Article 8 of the Corporation Tax Caw and
Repeated Article 20 of the Income Tax Law.

{141} Temporary Article 19 of the Corporation Tax Law.

) ! have furthgr the honour to request Your Excellency to be good enpugh
to confirm the foregoing understanding on behalf of the Government of Japan.

1 avail myself of this opportunity to extend to Your Excellency the
assurance of my highest consideration,

Slmer ORAL
Minister of Finance and
Customs of the Republic

of Turkey

His Excellency

Mr. Yoichi YAMAGUCHI
Ambassadar Extragrdinary
and Plenipotentiary of Japan
to the Republic of Turkey





