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[ ENGLISH TEXT — TEXTE ANGLAIS ]

I

EMBASSY OF THE
URITED STATES OF AMERICA

Fo. 201

The Embassy of the United States of Amarica
pregents ite compliments to the Ministry of Poreign
Affairs of the State of Bahrain and has the honor
to propose that tha two Govermments concluda an
agresmant to exewpt from income tax, on a reciprocal
basis, certain incoms derived fyom the international
cpsration of a ship or zhips and aircraft as follows:

The Government of the United States of Amarica,
in accorxdance with sections 872(b) and 883(a) of the
U.8. internal revenue code of 1986, agrees to exespt
from U.8. federal incomn tax gross income derived from
the internatiocnal operation of a ship or ships or
aircraft by individuala who are residents of Bahxwmin
{other than U.S. citizens oxr rasidents) and
coxporations that ara organized in Bahrain, in each
cage, that ara engsged in the international opsxation
of a ship or ships or aircraft. This exexption shall
be granted on the basis of equivalent exemptions
granted by Bahrain to individual residents of the

United States and to corporations organized in the
United States.
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In the case of a Bahrain corparation, the
exsnption shall apply only if the corpoxation masts
the ownership or public trading raquirements of U.S.
Law. For purposes of such ownaxship requiremants, ths
Govexnment of Bahrain shall bae treated as an
individual resident of Bahrain.

Gross incoms derived from the intsrnational
operation of a ship or ships or aircraft includes:
--(i) incoms from the rental on a full (time or
voyage) basis of a ship or ships or aircratt used in
international transport;

--(11) incoms fxom the rental oo a barsboat bagis of
a ship or ships or aixcraft used in ioternaticnal
transport ;

~-{iii) incoma from ths rental of containers and
realated equipmant used in international txanspart that
is incidsatal to incoms from the internatiomal
oparation of a ship or ships or aircraft;

--(iv) gains from the sale or other alienation of a
ship ox ships or aircraft used in intexmational
transport; and
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--(v) incoms derxived by an individual or corporatien
otherwise ongaged in the intexnational opexation of a
ship or ships or airczaft fxom active participatiom in
a pool, an allimnce, jeint venture, internatiomal
operatiug agemcy, or other venturs, that is itmelf
engaged in the international operation of a ship ox
ships or aircraft

The Embassy, on behalf of the Government of the
United States of America, proposes that {f the
foragoing is scceptable to the Government of Bahrain,
this note and the Ninietry’'s reply mote shall
constitute an agresmant between ths two Governments,
which shall anter into force oo the date of the
Ministry’'s reply nots and shall have effect with
Tespuct to taxable ysars beginning on or aftex
January 1, 1999. 1t shall remain in foreas umtil
texwminated by either Government giviog writter notice
to the other Governmant through diplomatic channels.

The Eabassy of the United States avails itself of
thie opportunity to renaw to the Winistry of Poreign
Affairs of the State of Bahrain the assuranoe of its
highest considexation.

Pnbassy of the United States of Amsrica
Manama, Septembar 1, 1599.
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Ref.

I

; [ d- b
STATE OF BAHRAIN = et L}'
MINISTRY OF FOREIGN AFFAIRS WE?’)%J)
6/1007231- 13306 -1
ORI ) |
12° Septamiber, 1999 e — ta\-‘-“

Dara

Note Verbale

The Ministry of Forcign Affairs of the Stato of Balwain presents its compliments
to the Embassy of the United States of Amesica to the State of Bahrain and has the
honour to acknowledge roocipt of the Embassy’s note of 1* September, 1999
proposing au agreement to exempt from Babxain tax gross income derived from
the international operation of a ship of ships or aixcraft by indtvidual residents of
the United States and by corporations orgsaized in the United States, in each case,
that aze engaged in the ioternational operation of & ship or ships or aireraft. This
exemption shall be greated on the basis of equivalent exemptians granted by the
United States to individuals who are yesidents of Bahrain (other than U.S. citizens
ar residents) and to corpagutions that are organized in Bahrain.

The texms of the agreement sre as follows:

The Government of Bahrain agwes to exenpt ffom Balrsin tax gross income
derived from the intematiopal operation of a ship or ships or airamft by
individuals who arc residents of the United States and corporations that ate
organized in the United States, in each case, that sre engaged in the international
aperation of a ship or ships or aircraft,

This exergption is granted on the basis of equivelsst exemptions granted by the
United States under the terms of your note of 1* September, 1999.

Gross incame derived from the internstional operation of a ship or ships or aircraft

includes:

() income from the rental on a full (time or voyage) besis of ship or ships or
airaraft used in intemational traoxport;

(i) income from the rentsl on a bareboat basis of a ship of ships or airczaft used
in international transport;
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