AGREEMENT BETWEEN THE REPUBLIC OF TURKEY AND THE {SLAMIC
REPUBLIC OF PAKISTAN FOR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME,

THE GOVERNMENT OF THE REPUBLIC OF TURKEY
AND
THE GOVERNMENT OF THE ISLAMIC REPUBLIC OF PAKISTAN

Desiring to conclude an Agreament for the avoidance of double taxation and the pre-
vention of Fiscal evasion with respect to taxes oa income,
HAVE AGREED AS FOLLOWS :

Article 1
PERSONAL SOCPE
This Agreemnet, shall apply to persons who are residents of one or both of the Cont-
racting States,

Article 2
TAXES COVERED
1 — This Agreement shall apply to taxes on income imposed on behalf of each Cont-

racting State or of its political subdivisions or local authorities. irrespective of the manner
in which they are levied.

2 =~ There shall be reqarded as taxes on income all taxes imposed on total income, or
on elements of income.

3 — The existing taxes to which the Agreement shall apply are in particular ;
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a) in the case of Turkey:

(i) the Income Tax;

(ii) the Carporation Tax;

(hereinafter referred to as **Turkish Tax™").
b} in the case of Pakistan:

(i) the [ncome Tax;

(ify the Super Tax;

(iii} the Surcharge;

(hereinafter referred to as ‘‘Pakistan Tax*"),

4 — The Agreement shall also apply to any identical or substantially similar taxes which
are subsequently imposed in addition to, or in place of, the existing taxes. The competent aut-
horities of the Contracting States shall notify to each other any changes which have been ma-
de in their respective taxation laws covered by this Agreement.

Article 3
GENERAL DEFINITIONS

1 — In this Agreement, unless the context otherwise requires:

a) the term “Turkey’ means the territory of the Pepublic of Turkey, including any
area in which the laws of Turkey are in force, as well as the continental shelf over which Tur-
key has in accordance with international law, sovereign rights to explore and exploit its natu-
ral resources;

b} the term *‘Pakistan’ used in the geographical sense means Pakistan as defined in
the Constitution of the Islamic Republic of Pakistan and also includes any area outside the
territorial waters of Pakistan which under the laws of Pakistan and the international law is
an area within which the rights of Pakistan with respecet to the sea-bed and sub-soil and their
natural resources may be exercised;

¢) theterms ‘““a Contracting State™ and *“ the other Contracting State’’ mean the Re-
public of Turkey or the Islamic Republic of Pakistan, as the context requires;

d} theterm ‘“tax’’ means any Turkish tax or Pakistan tax covered by Article 2 of this
Agreement as the context requires;

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

f) the teérm ““company’’ means any body carporate or any entity which is treated as
a body corporate for tax purposes;

g) the term ‘‘registered office’’ means:

(i) in respect of Turkey the legal head office registered under the Turkish Code of
Commerce; and

(i) in respect of Pakistan the registered office of a company as delined under the re-
levant laws in force in Pakistan;

b} the term ‘‘nationals’’ means;

(D inrespect of Republic of Turkey any individual possessing the Turkish nationality
from the “Turkish Nationality Code’’ and in respect of Pakistan, any individual possessing
the nationality or citizenship of Pakistan; and

{ii} any legal person, partnership, association and any other entity deriving its status
as such from the law in force in Turkey or Pakistan as the case may be;

i} the terms ‘‘enterpirise of a Contracting State’ and
“‘enterprise of the other Contracting State'’ mean
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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;

i} the term *‘competent authority’” means:

() in Turkey, the Ministry of Finance and Customs;
(ii} in Pakistan, the Central Board of Revenue,

2 — As regards the application of this Agreement by a Contracting State any term not
otherwise defined shall, unless the context otherwise requires, have the meaning which it has
under the laws of that Contracting State relating to the taxes which are the subject of this
Agreement.

Article 4
FISCAL DOMICILE

1 — For the purposes of this Agreement, the term “‘resident of a Contracting State™
means any person who, under the laws of that State, is liable to taxation therein by reason
of his domicile, residence, registered office, place of management or any other criterion of
a similar nature.

2 — Where by reason of the provisions of pragraph 1 an individual is a resident of both
Contracting States, then his case shall be delermined in accordance with the following rules:

a) he shall be deemed to be a resident of the Contracting State in which he has a per-
manent home available to him; If he has a permanent home available to him in both Contrac-
ting States, he shall be deemed to be a resident of the Contracting State with which his personal
and economic relations are closer (centre of vital interests);

b) if the Contracting State in which he has his centre of vital interests cannot be deter-
mined, or if he has not a permanent home available to him in either Contracting State, he
shail be deemed to be a resident of the Contracting State in which he has an habitual abode;

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

d} if heis a national of both Contracting States or of neither of them, the compeient
anthorities of the Contracting States shall settle the guestion by mutual agreement.

31 — Where by reason of the provisons of pragraph [ a person other than an individual
is a resident of both Contracting States, the competent authorities of the Contracting States
shall settle the question by mutual agreement in accordance with the provisions of Article 25.

Article §
PERMANENT ESTABLISHMENT

1 — For the purposes of this Agreement, the term “‘permanent establishment’® menas a fixed
place of business through which the bussiness of an enterprise is wholly or partly carried on.

2 —~ The term “‘permanent establishment’ includes especially:

a) a place of management;

b) a branch;

¢) an office;

d) a factory;

¢) a workshop;

f} amine, an oil or gas well, a quarry or any other place of extraction of natural re-
sources;

g) a permanent sale exhibition.
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3 — The term ‘“*‘permanent establishment likewise encompasses a building site, a
consiruction, assembly or installation project or supervisory activities in connection therewith,
but only where such site, project or activities continue for a period of more than six months.

4 — Notwithstanding the pereceding provisions 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
or merchandise belonging to the enterprise;

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

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

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

e) the maintenance of a fixed place of business solely for the purpose of carrying on,
for the enterprise, any other activity of a preparatory or auxiliary character;

f) the maintenance of a fixed place of business solely for any combination of activitics
mentioned in sub paragraphs a) toe) , provided that the overall activity of the fixed pl: ¢
of business resulting from this combination is of a preparatory or auxiliary chacacter.

§ — Notwithstanding the provisions of paragraphs 1 and 2, where a person-ather than
an agent of an independent status to whom paragraph 6 applies-is acting in a Contracting
State on behalf of an erterprise of the other Contracting State that enterprise shall be deemed
to have a permanent establishment in the first-mentioned Contracting State in respect of any
activities which that person undertakes for the enterprise, if such a person:

a) has and habitually exercises in that State an authority to conclude contracts in the
name of the enterprise, unless the activities of such person are limited to those mentioned in
paragraph 4 which, if exercised through a fixed place of business, would not make this fixed
place of business a permanent establishment under the provisions of that paragraph; or

b) has no such authority, but habitually maintains in the first-mentioned Slate a stock
of goods or merchandise from which he regularly delivers goods or merchandise on behall
of the enterprise, However, if a person occasionily maintains in the first-mentioned State a
stock of goods or merchandise from which he seldom delivers goods or merchandise on behall
of the enterprise, that person shall not constitute a permanent establishment for such enterprise.

6 — An enterprise of a Contracting State shall not be deemed to have a permanent
establishment in the other Contracting State merely because it carries on business in that other
State through a broker, general commission agent or any other agent of an independent status,
provided that such persons are acling in the ordinary course of their business. However, when
the activities of such an agent are devoted wholly or almast wholly on behalf of that ender-
prise, he will not be considered an agent of an independent status within the meaning of this
paragraph.

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

Article 6
INCOME FROM IMMOVABLE PROPERTY

1 — Income from immovable property (including income from agriculture or [oresiry)
may be taxed in the Contracting State in which such property is situated.
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2 — The term *‘immovable property’’ shall be defined in accordance with the law of the Con-
tracting State in which the property in question is sitauted. The term shall in any case include
property accessory to immovable property. livestock and equipment used in agriculture and
forestry, fishing places of every kind, rights to which the provisions of general law respecting
landed property apply, usufruct of immovable property and rights to variable or fixed payments
as consideration for the working of, or the right to work, mineral deposits, sources and other
natural resources; ships, boats and aircraft shall not be regarded as immovable property.

3 — The provisions of paragrapb 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 I and 3 shall also apply to the income from immovable
property used for the performance of independent personal services.

Article 7
BUSINESS PROFITS

1 — The profits of an enterprise of a Contracting State shall be taxable only in that
State unless the enterprise carries on business in the other Contracting State through a 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
State carries on business in the other Comracting State through a permanent establishment
situated therein, there shall in each Contracting State be attributed to that permanent establish-
ment the profits which it might be expected to make if it were a distinct and separete enter-
prise 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,
including an allocation of executive and general administrative expenses 5o incurred, whether
in the State in which the permanent establishment is stituated or elsewhere.

4 — No profits shall be aitributed to a permanent establishment by reason of the mere
purchase by that permanent establishment of goods or merchandise for the enterprise,

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

Article 8
SHIPPING AND AIR TRANSPORT

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

2 — The provisions of paragraph 1 of this Article shall also apply to profits derived
from the participation in a pool, a joint business or an international operating agency.

3 — The expression “‘international traffic'* means any transport by a ship or an air-
craft by a Turkish or a Pakistan enterprise, except when the ship or the aircraft is operated
solely between places situated in the territory of Turkey or of Pakistan.

Article 9
INTERDEPENDENT ENTERPRISES
1 — Where

a) anenterprise of a Contracting State participates directly or inditectly in the manage-

ment, 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,
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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, hava 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
charged to tax in that other State and the profits so included are profits which would have
accrued to the enterprise of the first-mentioned Contracting State if the conditions made bet-
ween the (wo 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 that other Contracting State considers the adjust-
ment justified, due regard shall be had to the other provisions of this Agreement and the com-
petent authorities of the Contracting Stales shall if necessary consult each other.

Article 10
DIVIDENDS

I — Dividends paid by a company which is a resident of a Contracting State to a resi-
dent of the other Contracting Stale may be taxed in that other State.

2 — However, such dividends may also be taxed in the Contracting State of which the
company paying the dividends is a resident, in accordance with the laws of that State, but
if the recipient is the beneficial owner of the dividends the tax so charged shall not exceed:

a) 10 per cent of gross amount of the dividends if the benificial owner is a company
(excluding partnership) which holds directly at least 25 per cent of the capital of the company
paying the dividends and the later company is engaged in an industrial undertaking: and

b} 15 per cent of the pross amount of the dividends in all other cases.

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

b} The term “industrial undertaking’’ as used in this Article means an undertaking
engaged in :

(i) the manufacture of goods or materials or the use of a process to substantially change
the original condition of goods or materials;

(i) ship-building :

(iii} electricity, hydraulic power, gas and water supply;

(iv} tiningincluding the working of an oil-wetl or any other source of mineral deposits;

(¥) construction;

(vi) seiting up or running ¢ hotel;

(vii) any other undertaking which may be mutually agreed to be an “industrial under-
taking'* by the competent authorities for the purposes of the present Article.

4 — Notwithstanding the other piovisions of this Agreement, profits of a company of
a Contracting State carrying on business in the other Contracting State through o permanent
establishment situated thercin may, after having been taxed under Article 7, be taxed on the
remaining amount in the Contracting State in which the permanent establishment is situated
and in accordance with paragraph 2.

Ydriama ve ldare BOIOMG Seyfa : 22



26 Agustos 1988 — Sayi : 19911 RESMI GAZETR Sayfa : 23

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 Con-
tracting State of which the company paying the dividends is a resident, through a permanent
establishment situated therein, or in the case of a resident of Turkey, performs in Pakistan
independent personal services from a fixed base situated in Pakistan, 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 14, as the case may be, shall apply.

6 — Where a company which is a resident of a Contracting State derives profits or in-
come from the other Contracting State, that other State may not impose any tax on the dividends
paid by the company, except insofar as such dividends are paid Lo a resident of that other
State or insofar as the holding in respect of which the dividends are paid is effectively con-
nected with a permament establishment or a fixed base situated in that other State, nor sub-
ject the company’s undistributed profits to a tax on the company’s undistributed profits, even
if the dividends paid or the undistributed profits consist wholly or partly of profits or income
arising in such gther State.

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

Article
INTEREST

1 — Interest arising in a Coniracting State and paid to 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 arises
and according to the laws of that State, but if the recipient is the beneficial owner of the in-
terest the tax so charged shall not exceed 10 per cent of the gross amount of the interest,

3 — Notwithstanding the provisions of paragraph 2, interest arising in :

a) Pakistan and paid to the Government of Turkey or to the Central Bank of Turkey
(Tirkiye Cumhuriyeti Merkez Bankas:} shail be exempt from the Pakistan tax;

b} Turkey and paid to the Government of Pakistan or to the State Bank of Pakistan,
shall be exempt from the Turkish tax.

4 — The term “‘interest*” as used in this Article means income from goverament
securities, bonds or debentures, whether or not secured by mortgage and whether or not car-
rying a right to participate in profits, and debt-claims of every kind including premiums at-
taching to such securities, bonds or debentures as well as all other income assimilated Lo income
from money lent by the taxation law of the State in which the income arises.

§ — 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 interest arises through a permanent establishment situated therein, or,
in the case of a resident of Turkey, performs in Pakistan independent personal services from
a fixed base situated in Pakistan, and the debi-claim in respect of which the interest is paid
is effectively connected with such permanent establishment or fixed base. In such case the pro-
visions of Article 7 or Article 14, as the case may be, shall apply.

6 — Interest shall be deemed to arise in a Contracting State when the payer is that State
itself, a political 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 State or not, has in
a Contracting State a permanent establishment or a fixed base in connection with which the
indebiedness on which the interest is paid was incurred and such interest is borne by such per-
manent establishment or fixed base, then such interest shall be deemed to arise in the State
in which the permanent establishment or fixed base is situated.
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7 — Where, by reason of a special relationship beiween 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 amouni 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 payment shall remain taxable according 1o the laws of each Contracting State, due regard
being had to the other provisions of this Agreement.

Article 12
ROYALTIES

1 — Royalties arising in @ Contracting State and paid to a resident of the other Con-
tracting State may be taxed in that other State.

2 — However, such royalties may also be taxed in the Contracting State in which they
arise, and according (o the laws of thal 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 pavments of any kind received
as a consideration for the use of, or the right to use. any copyright of literary, artistic or scien-
tific work including cinematograph films and recordings for radio and television, any patent,
trade mark, desigh or model, plan, secret formula or process, or for information concerning,
industrial, commercial or scientific experience or lor Lhe use of, oc the right 1o use industrial,
commercial, or scientific equipment.

4 — The provisions ol paragraphs 1 and 2 shall not apply if the beneficial owner of
the royalties, being a resident of a Contracting State, carries on business in the other Contrac-
ting State in which the royalties arise through a permanent establishment situated therein, or,
in the case of a resident of Turkey, petfarms in Pakistan, independent personal services from
a fixed base situated in Pakistan, and the righl or property in respect of which the rovalties
are paid is effectively connected with such parmanent establishment or fixed base. In such
case the provisions of Article 7 or Article 14, as the case may be, shall apply.

5 — Royalties shall be deemed 10 arise in a Contracting State when the payver is that
State itself, a political subdivision, a local authority or a resident of that State. Where, however,
the person paying the royalties, whether he is a resident of a Contracting State or not, has
int 2 Contracling State a permenent establishment or fixed base with which the right or pro-
perty giving rise to the rovalties is effectively connected, then such royalties shall be deemed
to arise in the Contracling State in which the permenent establishment is situated.

6 — Where, owing to 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
relationships, 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 Lo the laws of
each Coniracting State, due regard being had to the other provisions of this Agreement,

Article 13
CAPITAL GAINS

1 - Gains derived by a resident of a Contracting State Trom the alienation of immovable

property referred to in Article § and situated in the other Contracting State may be taxed in
that other State.
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2 — Ganis 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 other
Contracting State or of movable praperty pertaining to a fixed hase available to 2 resident
of a Contracting State in the other Contracting State for the purpose of perfarming indepen-
dent personel services, including such gains from the alienation of such a permanent establish-
ment (alone or together with the whole enterprise) or of such a fixed base, may be taxed in
that other State.

3 — Gains of en enterprise of a Contracting State from the alienation of ships or air-
eraft operated in international traffic or movable property pertaining to the operation of such
ships or aircraft shall be taxable only in that State.

4 — Gains from the alienarion of any property other than that dealt with in paragraphs
1 to 3, shall be taxable only in the Contracting State of which the alienator is a resident.

S — Notwithstanding the provisions of paragraph 4, gains derived by a resident of a
Contracting State from the alienation of shares or similar rights in a company which is a resi-
dent of the other activities of an independent characier shall be taxable only in that siate.
However, such income may also be taxet in the other Contracting State or of bonds issued
in tirat other State may be taxed in that other State,

Article 14
INDEPENDENT PERSONAL SERVICES

! — Income derived by a resident of a Contracting State in respect of professional ser-
vices or other activilies of an independeat character shall be taxable only inthat State. However,
such incomme may also be taxed inther other Contracting State if such services or activities are
performed in that other State and if:

a} he has a fixed base regularly available to him in that other Siate for the purposes
of performing those services or activities; or

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 133 days or more in the fisca!
year concerned,

in such circumstances, only so much of the income as is attribuiable to that fixed base
or is derived from the services or activities 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 Contracting State in respect of professional
services or other activities of a similar character shall be taxable only in that State, However,
such income may also be taxed in the other Contracting State if such services or activities are
performed in that other State and if:

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

b) the period or periods during which the services are performed exceed in the ag-
gregate 183 days in the fiscal year concerned.

In such circumstances only <o much of the income as is attributabie ta that permanent
establishment or to the services or activilies performed in that other State, as the case may
be, may be taxed in that other State.

3 — a) Notwithstanding the provisions of paragraph 1 and 2 of this Article, income
derived by a resident of Turkey from sources in Pakistan in respect of professional services
ot ather activites including the provision of technical services of an independent character may
be taxed in Pakistan in accordance with the taxation law of Pakistan, but the tax so charged

shall not exceed 10 per cent of ihe gross receipts. Yiratme ve e A oo o
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b} The provisions of sub-paragraph a) of this paragraph shall not apply if the reci-
pient of such income, being a resident of Turkey carries on business in Pakistan through a
permanent establishment situated therein, or performs in Pakistan independent personal ser-
vices from a fixed base situated ctherein, and such income is effectively connected with such
permanent establishment or fixed base. In such case the provisions of Articte 7 or paragraphs
1 and 2 of this Article, as the case may be, shall apply. However, the withholding tax shall
not exceed 10 per cent of the gross receips.

¢) However, independent personal services which are wholly performed in Turkey shall
not be subject to taxation in Pakistan,

4 — The term “‘professional services' includes especially independent scientific, literary,
artistic, educational or teaching activities as well as the independent activities of physicians,
lawyers, engineers, architects, dentists and accountants, and other activities requring specific
professional or technical skill.

Article 15
DEPENDENT PERSONAL SERVICES

t — Subiject Lo the provisions of Articles 16,17,18,19 and 20, salaries, wages and other
similar remuneration derived by a resident of a Contraciing State in respect of an employ-
ment shall be taxable only in that State unless the employment is exercised in the other Con-
tracting State. IT the employment is so exercised, such remuneration as is derived therefrom
may be taxed in that other State.

2 — Notwithstanding the provisions of paragraph 1, remuneration derived by a resi-
dent of a Contracling State in respect of an employment exercised in the other Contracting
State shall be taxable only in the first-mentioned State if:

ajthe recipient is present in the other State for a period or pertods not exceeding in the
apggregate 183 days in the calender year concerned, and

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

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

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

Artcle 16
DIRECTORS FEES AND REMUNERATION OF TOP-LEVEL
MANAGERIAL OFFICIALS

1 — Director's 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 Coniracting State may be taxed in that other State,

2 — Salaries, wages and other similar remuneration derived by a resident of Contrac-

ting State in his capacily as a manager in the highest tiers of a company which is a resident
of the other Contracting State may be taxed in that other State.
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Article 17
ARTISTES AND ATHLETES

I — Notwithstanding the provisions of Articles 14 and 15, income derived by public
enteriainers such as theatre, motion picture, radio or television artistes, and musicians, and
by athletes, from their independent activities as such may be taxed in the Contracting State
in which these activities are exercised.

2 — The provisions of paragraph 1 shall not apply to income derived from activities
exercised in a Contracting State if the visit to that State is directly or indirecily supported wholly
or substantially from the public funds of the other State or a political sub-division, or a local
authority thereof,

3 — 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 himself 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.

Article 18
PENSIONS

Subject to the provisions of paragraph 1 of Article 19, pensions and other similar
remuneration paid to a resident of a Contracting State in consideration of past employment
shall be taxable only in that State,

Article 1%
GOVERNMENTAL FUNCTIONS

1 — Remuneration, including pensions, paid by, or out of funds created by, a Con-
tracting State or political subdivision or a local authority thereof to an individual in respect
of services rendered to that State or political subdivision or local authority thereof in the
discharge of functions of a governmental nature may be taxed in that State,

2 — The provisions of Articles 15, 16 and 18 shall apply 10 remuneration or pensions
in respect of services rendered in connection with any trade or business carried on by ane of
the Contracting States or a political subdivision or a local authority thereof.

Article 20
THEACHERS AND STUDENTS

1 — Payments which a student or business apprentice who is a resident of a Contrac-
ting State immediately before making a visit to the other Contractling State and who resides
temporarily in the other Contracting State solely for the purpose of his education or training
shall not be taxed in that other State, provided that such payments are made to him from
sources outside that other State.

2 — Likewise, remuneration received by a teacher who is a resident of 2 Contracting
State immediately before making a visit to the ather Contracting State and who resides tem-
porarily in the other Contracting State and the primary purpose of teaching or engaging in
scientific research for a period or periods not exceeding two years shall be exempt from tax
in that other State on his remunerations from personal services for teaching or research, pro-
vided that such payments are received from sources outside that other State.

3 — Remuneration which a student or a trainee who is a resident of a Contracting State
immediately before making a visit to the other Contracting State derives from an employment
which he exercises in the other Contracting State for a period or periods not exceeding 183
days in a calendar year, in order to obtain practical experience related to his education or
formation shall not be taxed in that other State.
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Article 21
QTHER INCOME

1 — Items of income of a resident of a Contracting Staie. wherever arising, not dealt
with in the foregoing Articles of this Agreement shall be taxabte only in that State,

2 — The provisions of paragraph 1 shall not apply to income, other than income from
immovable property as defined in paragraph 2 of Article 6, if the recipient of such income,
being a resident of a Contracting State, carries on business in the other Contracting State through
a permanent establishment sitvated therein, or performs in that other State independent per-
sonal services from a fixed base situated therein, and the right or property in respect of which
the income 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.

Article 22
ELIMINATION OF DOUBLE TAXATION

1 — The laws in force in either of the Contracting States shall continue to govern the
taxation of income in the respective States except where express provisions to the contrary
are made in this Agreement. Where income is subject to tax in both States, relief from double
taxation shall be given in accordance with the following paragraphs.

2 — In the case of Pakistan, subject to the provisions of the laws of Pakistan regar-
ding the allowance as a credit against Pakistan tax, the amount of Turkish tax payable under
the laws of Turkey and in accordance with the provisions of this Agreement, whether directly
or by deduction, by a resident of Pakistan, in respect of income from sources within Turkey
which has been subjected to tax both in Pakistan and Turkey, shall be allowed as a credit
against the Pakistan tax payable in respect of such income but in an amount not exceeding
that proportion of Pakistan tax which such imcome bears Lo the entire income chargeable to
Pakistan tax,

3 — In the case of Turkey, subject to the provisions of the laws of Turkey regarding
the allowance as a credit against Turkish tax, the amount of Pakistan tax payable under the
laws of Pakistan and in accordance with the provisions of this Agreement, whether directly
or by deduction, by a resident of Turkey, in respect of income from sources within Pakistan
which has been subjected to tax both in Turkey and Pakistan shall be allowed as a credit against
the Turkish tax payable in respect of such income but in 2n amount not exceeding that pro-
portion of Turkish tax which such income bears to the entire income chargeable to Turkish tax.

4 — For the purposes of paragraphs 2 and 3, the term “‘tax payable in a Contracting
State by a resident of the other Contracting State' shall be deemed (o include any amount
of the first-mentioned State’s tax which would have been payable under that State’s taxation
taw but for any reduction or exemption of that State’s tax granted under the provisions con-
cerning special incentive measures to promote economic development in that State which were
in force on the date of signature of this Agreement or any other provisions which may subse-
quently be introduced in that State in modification of, or in addition to, those provisions so
far as they are informed by the competent authorities of the Contracting State to be of a substan-
tially similar character.

Notwithstanding the preceding sentence, the tax payable in the first-mentioned Con-
tracting State shall be calculated:

a) in the case of dividends referred to in sub-paragraph

a) of paragraph 2 of Article 10, at a rate of 10 per cent;

b) in the case of dividends referred to in sub-paragraph

b} of paragraph 2 of Article 10, at a rate of 15 per cent;

¢} inthe case of interest referred to in paragraph 2 of Article 11, at a rate of 10 per cent:
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d) in the case of royalties referred to in paragraph 2 of Article 12, at a vate of 10 per
cent; and

¢) in the case of income from independent personal services referred to in sub-paragraph
a) of paragraph 3 of Article 14, at a rate of 10 per cent.

However, if the tax rates under tha first-mentioned State's taxation law applicable to
dividends, interest, royalties and income from independent personal services derived by per-
sons who are not residents of that State are recaded below those mentioned in this paragraph,
these lower rates shall apply for the purposes of this paragraph.

Article 23
NON-DISCRIMINATION

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 burden-
some than the taxation and connected requirements to which nationals of that other State in
the same circumstances are or may be subjected.

2 — Staieless persons who are residents of a Contracting State shall not be subjected
in either Contracting State to any taxation or any requirement connected therewith which is
ather or more burdensome than the taxation and connected requirements to which nationals
of the State concerned in the same circumstances are or may be subjected,

3 — The taxation of a permanent establishment which an enterprise of a Contracting
State has in the other Contracting State shall not be less favourably levied in that other State
than the taxation levied on enterprises of that other State carrying on the same activites in
the same circumstances and under the same conditions.

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

5 — Except where the provisions of paragraph 1 of Article 9, paragraph 7 of Article
11, or paragraph 6 of Article 12 apply, interest, royalties and other disbursements paid by
an enterprise of a Contracting State to a resident of the other Contraciing State shall, for
the purpose of determining the taxable profits of such enterprise, be deductible under the same
conditions as if they had been paid to a resident of the first-mentioned State,

6 -~ Nothing contained in this Article shall be construed as :

a) obliging either Coniracting State to grant to individuals not resident in that Siate
any of the personal allowances, reliefs and reductions for tax purposes which are granted to
individuals so resident; or

b) affecting the provisions of the Pakistan law providing for an allowance or tax rebate
to companies whose shares are listed on a recognised stock exchange in Pakistan or as affec-
ting tax holiday which under the Pakistan law are available only 1o companies registered in
Pakistan; or

¢} affecting the taxation of non-resident cornpanies in Turkey as regard to income {ax
which applied for the deemed dividend of shareholders after Corporation Tax.
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Article 24
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 laws
of the Contracting States concerning taxes covered by the Agreement in so far as the taxation
thereunder is not contrary Lo the Agreement, in particular for the prevention of fraud or eva-
sion of such taxes. The exchange of information is not restricted by Article 1. Any informa-
tion received by a Contracting Siate shall be treated as secret in the same mannper as information
abtained under the domestic laws of that State. However, if the information is originally regard-
ed as secret in the transmitling Staie it shall be disclosed only to person or autharities (in-
cluding courts and administrative bodies) involved in the assessment or collection of, the
enforcement or prosecution in respect of, or the determination of appeats in relation to, the
taxes which are the subject of the Agreement. Such persons or authorities shall use the infor-
mation only for such purposes but may dicslose the information in public court proceedings
or in judicial decisions. The competent guthorities shall, through consultation, develop ap-
propriate conditions, methods and techniques concerning the matters in respect of which such
exchanges of information shall be made, including where appropriate, exchanges of informa-
tion regarding tax avoidance.

2 — In no case shall the provisions of paragraph 1 be construed s0 as 10 impose on
a Contracting State the obligation:

a} to carry out administrative measures ai variance witb the laws and administrative
practice of that or of the other Contracting State;

b} tosupply information which is not obtainable under the [aws or in the normal course
of the administration of that or of the other Contracting State;

¢} 1o supply information which would disclose any trade, business, indostrial, com-
mercial or professional secret or trade process, or information, the disclosure of which would
be contrary to public policy (ordre public).

Article 25
MUTUAL AGREEMENT PROCEDURE

I — Where a resident of & Contracling State considers that the actions of one or both
of the Contracting States result or will result for him in taxation not in accordance with this
Agreement, he may, notwithstanding the remedies provided by the national laws of those States,
present his case to the competent authority of the Contracting State of which he is a resident.

2 — The competent authority shall endeavour, if the objection appears to it 1o be justified
and if it is not itself able to arrive at an appropriate solution, to resolve the case by mutual
agreement with the competent authority of the other Contracting Stale, with a view to the
avoidance of taxation not in accordance with the Agreement.

J — The competent authorities of the Contracting States shall endeavour to resolve by
mutlual agreement any difficulties or doubts arising as to the interprelation ar applicalion
of the Agrtement.

4 — The competent authorities of the Contracting States may communpicate with each
other directly for the purpose of reaching an agreement in the sense of the preceding paragraphs.
When it seerns advisable in order to reach agreement (o have an oral exchange of opinions,
such exchange may take place through a Commission consisting of representatives of the com-
petent aulhorities of the Contracting States

5 — If the competent authority of a Contracting State authorises its diplomaiic agenis
or consular officers in the other Contracting State, the latter may help the residents of that
state to solve their tax dispi'tes arising in Lhe other Contracting State,
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Article 26
DIPLOMATIC AND CONSULAR OFFICIALS

Nothing in this Agreement shall affect the fiscal privileges of diptomatic or consular
officials under the general ruies of international law or under the provisions of special
agreements.

Article 27
TERRITORIAL EXTENSION

1 — This Agreement may be extended, either in its entirety or with any necessary
modifications, to any State or territory for whose international relations either of the Con-
tracting States is responsible and which imposes taxes substantially similar in character to those
to which this Agreement applies. Any such extension shall take effect from such date and sub-
ject to such modifications and conditions, including conditions as to termination, ag may be
specified and agreed between the Contracting States in notes to be exchanged through diplomatic
channels.

2 — Unless otherwise agreed by both Contracting States, the termipation of this Agree-
ment by one of them under Article 29 shall also terminate, in the manner provided for in that
Article, the application of this Agreement to any State or territory to which it has been ex-
tended under this Articte,

Article 28
ENTRY INTO FORCE

This Agreement shall enter into force on the later of the dates on which the respective
Governments have notified each other in writing that the formalities constitutionally required
in their respective States have been complied with and its provisions shall have effect :

8) in Turkey, for taxes with respect to every taxable year beginning on or after the
first day of January of the year following that of entry into force of the Agreement;

b) in Pakistan, for taxes with respect to every assessment year beginning on or after
the first day of July of the vear following that of entry into force of the Agreement.

Article 29
TERMINATION

This Agreement shall remain in force until terminated by one of the Contracting States,
Elther Contracting State may terminate the Agreement, through diplomatic channels, by giv-
ing nolice of termination at least six months before the end of any calender year. In such event,
the Agreement shall cease to have effect :

a) in Turkey, for taxes with respect to every taxable year beginning on or after the
first day of January of the year following that in which the notice of termination is given;

b} in Pakistan, for taxes with respect to every assessment vear on or after the first
day of July of the year following that in which the notice of termination is given.

IN WITNESS WHEREQF, the undersigned plenipotentiaries have signed the present
Agreement and have affixed their seals thereto.

DONE AT Islamabad on 14 th day of November, 1985,

FOR THE REPUBLIC OF TURKEY FOR THE ISLAMIC REPUBLIC OF PAKISTAN

Vahit Halefoglu Salim Saifullah Khan
Minister For Foreign Affairs Minister For Commerce
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Protocol

to the Agresment between the Islamic Republic of Pakistan and the Republic of Turkey
for the avoidance of double taxation and the prevention of fiscal evasion with respect to taxes
on income.

At the moment of signing the Agreement between the Islamic Republic of Pakistan and
the Republic of Turkey for the avoidance of double taxation and the prevention of fiscal eva-
sion with respect to taxes on imcome, the undersigned have agreed upon the following provi-
sions which shall constitute an integral part of the Agreement.

1 — In the application of paragraph 1 of Article 7, it is understood thai, where an
enterprise of a Contracting State has & permanent establishment in the other Contracting State,
and the enterprise

a) effects sales in that other State of goods or merchandise of the same or similar kind
as those through that permanemnt establishment, or

D) carries on other business activities in that other State of the same or similar kind
as those efected through that permanent establishment

profits derived from such sales and business activities may be taxed in that other State
as parL of the profits of the permanent establishment,

However, the profits derived from such sales or activities shall not be taxed in that other
Contracting State if the enterprise can prove that the sales or the activities have been carried
on for other purposes than achieving benefiis under this Agreement.

2 — In the application of paragraph 3 of Article 7 the executive and general ad-
ministrative expenses incurred, whether in the Sate in which the permanent estabilishmeng is
situated or elsewhere, shall be allowed in any one of the following ways:

a) an amount equal to the average of such expenses in the preceding three years or
lesser number of years in the case of a newly set up permanent establishment, or

b) the amount of expenses attributable to the permanent establishment on the basis of

i) accounts maintained by the enterprise, or

ii) the iotal amouni of capital employed in the business of the enterprise and of the
permanent establishment, or

iii) the total amount of turnover of the enterprise and turnover of the permanent
establishment, or

iv) the total amount of direct manufacturing cost of the enterprise and such cost of
the permanent establishment.

3 — In the application of paragraph 3 of Ariicle 7 no deduciion shall be allowed in
respect of amounts, if any, paid {otherwise than towards reimbursement of actual expenses)
by the permanent establishment to the head office of the enterprise or any of its other offices,
by way of royalties, fees or other similar payments in return for the use of patents or other
rights, or by way of commission, for specific services performed or for management, or ex-
cept in the case of banking enterprise, by way of interest on moneys lent to the permanent
establishment. Likewise, no account shall be taken in the determination of the profits of
a permanent ¢stablishment, for amounts charged (otherwise than towards reimbursement of
actual expenses). by the parmanent establishment to the head office of the enterprise or any
of its other offices, by way of royalties, fees or other similar payments in return for the use
of patents or other rights, or by way of commission, for specific services performed or for
management, or, except in the case of a banking enterprise, by way of interest on moneys
lent to the head office of the enterprise or any its other offices.

4 — Inrespect of Anticles 10, 11 and 12 it is understood that the term “‘beneficial owner”
shall be interpreted in the way that a resident of a third countey will not be allowed to get
benefits from the Agreement with regard to dividends, interest and royaities derived from Turkey
or Pakistan but this restriction shall in no case be applied (o residents of a Contracting State.

IN WITNESS WHEREOF, the undersigned plenipotentiaries have signed ihe present
Protocol and have affixed their seals thereto

Done at Istamabad on 14 th day of November. 1985,

FOR THE REPUBLIC OF TURKEY FOR THE ISLAMIC REPUBLIC OF PAKISTAN

Vahit Halefoglu Salim Saifullah Khan
Minister For Foreign Affairs Minister For Commerce
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