
 
 

THE STATES OF DELIBERATION  
of the  

ISLAND OF GUERNSEY 
 

POLICY & RESOURCES COMMITTEE 
 

 DOUBLE TAXATION ARRANGEMENT WITH BAHRAIN 
 

The States are asked to decide:- 
 
Whether, after consideration of the Policy Letter entitled “Double Taxation Arrangement 
with Bahrain”, dated 3 December 2024, they are of the opinion:- 
  
1. To declare that: 
 
 (a) the “Agreement Between the States of Guernsey and the Government of the 

Kingdom of Bahrain for the Elimination of Double Taxation with Respect to Taxes 
on Income and the Prevention of Tax Evasion and Avoidance”, signed by 
Guernsey and Bahrain, and dated 29 September 2024, has been made with the 
government of another territory with a view to affording relief from double 
taxation in relation to income tax and any tax of a similar character imposed by 
the laws of that territory;  

 
 (b) it is expedient that the “Agreement Between the States of Guernsey and the 

Government of the Kingdom of Bahrain for the Elimination of Double Taxation 
with Respect to Taxes on Income and the Prevention of Tax Evasion and 
Avoidance”, should have effect, with the consequence that that Agreement shall 
have effect in relation to income tax in accordance with section 172(1) of the 
Income Tax (Guernsey) Law, 1975, as amended (“the Income Tax Law”), 
notwithstanding anything contained in the Income Tax  Law, or any other 
enactment; and 

 
 (c)    the “Agreement Between the States of Guernsey and the Government of the 

Kingdom of Bahrain for the Elimination of Double Taxation with Respect to Taxes 
on Income and the Prevention of Tax Evasion and Avoidance”, should be 
specified by Ordinance of the States as an approved international agreement for 
the purposes of section 75C of the Income Tax Law. 
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THE STATES OF DELIBERATION  
of the  

ISLAND OF GUERNSEY 
 

POLICY & RESOURCES COMMITTEE 
 

DOUBLE TAXATION ARRANGEMENT WITH BAHRAIN 
 
 
The Presiding Officer 
States of Guernsey 
Royal Court House 
St Peter Port 
 
3 December, 2024 
 
Dear Sir  
 
1. Executive Summary 
 
1.1. Guernsey and Bahrain have signed the “Agreement Between the States of Guernsey 

and the Government of the Kingdom of Bahrain for the Elimination of Double Taxation 
with Respect to Taxes on Income and the Prevention of Tax Evasion and Avoidance” 
(“the Agreement”), dated 29 September 2024. 

 
The principal purpose of a DTA is for two governments to agree procedures for the 
prevention of double taxation and tax avoidance and evasion, with respect to their 
domestic taxes.   
 

1.2  In recent years, the Organisation for Economic Development & Co-operation(“OECD”) 
has been developing and implementing the Base Erosion & Profit Shifting (“BEPS”) 
initiative, one of the outcomes of which was the introduction of new, internationally 
agreed, minimum tax standards, aimed at combatting tax avoidance.  

 
The Guernsey - Bahrain Agreement is the first double taxation agreement between 
the two jurisdictions and has been drafted to incorporate provisions which ensure 
that the agreement meets these BEPS minimum standards. 
 
The purpose of this policy letter is to seek States approval, in accordance with section 
172(1) of the Income Tax (Guernsey) Law, 1975, as amended (“the Income Tax Law”), 
for the provisions of the Agreement to be given domestic effect, and to specify the 
Agreement by Ordinance of the States as an approved international agreement for 



 
 

the purposes of section 75C of the Income Tax Law, which will permit the use of the 
powers in Part VIA of the Income Tax Law as to the exchanging of documents and 
information between the States and the other signatory party. 

 
2. Background 
 
2.1.   Section 172(1) of the Income Tax Law provides: 

 
“If the States by Resolution declare that arrangements specified in the Resolution 
have been made with the government of any other territory with a view to affording 
relief from double taxation in relation to income tax and any tax of a similar character 
imposed by the laws of that territory, and that it is expedient that those arrangements 
should have effect, the arrangements shall have effect in relation to income tax 
notwithstanding anything in any enactment.” 

 
 Section 172 (1A) further provides that: 
 

“For the avoidance of doubt, arrangements made with the government of  another 
territory and specified in a Resolution under this section may, without limitation, and 
provided that the main purpose or one of the main  purposes of the arrangements 
is that they are made with a view to affording relief from double taxation, make 
provision in respect of the following matters -  

 
(a) the apportionment of taxing rights, 
(b) variations in the rates of tax, and methods of computing a person's liability to tax, 

in relation to particular sources of income,  
(c) the exemption from tax of particular sources of income,  
(d) other methods of affording relief from double taxation, in addition to those 

provided for by section 173 (tax credits), and 
(e) consequential, incidental, supplementary and transitional matters.” 

 
Section 172(1) of the Income Tax Law would therefore be the appropriate mechanism 
for the Arrangement. 

 
2.2.   In recent years, in response to a request from the G20, the OECD has been working 

on the Base Erosion and Profit Shifting (“BEPS”) initiative. BEPS is based on the 
premise that, in an increasingly interconnected world, national tax laws, many of 
which have their origins over 100 years ago, have not always kept pace with global 
corporations, fluid movement of capital, and, most recently, the rise of the digital 
economy, leaving gaps and mismatches that can be exploited, in some cases to 
generate double non-taxation, which can undermine the fairness and integrity of tax 
systems. 



 
 

 
2.3. Part of the BEPS outcomes was the introduction and implementation of new 

internationally accepted tax minimum standards, to which Guernsey, along with the 
other Crown Dependencies, committed. 

2.4. The Agreement with Bahrain has been negotiated to ensure that it incorporates 
provisions which meet BEPS minimum standards. 

 
2.5.   In DTA negotiations, Guernsey broadly follows the OECD’s Model Tax Convention on 

Income and on Capital (one of two of the most commonly used templates for DTAs - 
the other being the United Nations Model Double Taxation Convention Between 
Developed and Developing Countries). 

 
2.6. The main aim of the OECD Model is to provide a means of settling, on a uniform basis, 

the most common problems that arise in the field of international juridical double 
taxation.  The Council of the OECD recommends OECD Member Countries, when 
concluding or revising bilateral conventions, to conform to the Model (as interpreted 
by the comprehensive commentaries attached to the Model). 

 
2.7. The Agreement with Bahrain is also broadly based on the OECD Model. A  copy is 

attached as Appendix 1. 
 
2.8. The Agreement specifically provides for the following outcomes, in the case of some 

of the most common situations where income crosses borders: 
 

(a) When a company resident in a party pays dividends to a resident of the other 
party, the dividends are taxable only in that other party. 

(b) When a resident of a party pays income from debt-claims (which would include 
interest) to a resident of the other party, the income is taxable only in that other 
party.  

(c) Royalties arising in a party, which are paid to a resident of the other party, are 
taxable only in that other party. 

(d) Pensions arising in a party and paid to a resident of the other party may be taxed 
in the first-mentioned party. 
 

2.9 In addition to the requirements of Section 172(1) of the Income Tax Law, it is proposed 
that the Agreement be specified by Ordinance of the States as an approved 
international agreement for the purposes of section 75C of the Income Tax Law, which 
will permit the use of the powers in Part VIA of the Income Tax Law as to the 
exchanging of documents and information between the States and the other 
signatory party. 

 



 
 

3. Recommendations 
 

3.1. The Policy & Resources Committee is pleased to recommend that the States should 
declare that:- 

 
(a) the “Agreement Between the States of Guernsey and the Government of the 

Kingdom of Bahrain for the Elimination of Double Taxation with Respect to Taxes 
on Income and the Prevention of Tax Evasion and Avoidance”, signed by 
Guernsey, has been made with the government of another territory with a view 
to affording relief from double taxation in relation to income tax and any tax of a 
similar character imposed by the laws of that territory;  

(b) it is expedient that the “Agreement Between the States of Guernsey and the 
Government of the Kingdom of Bahrain for the Elimination of Double Taxation 
with Respect to Taxes on Income and the Prevention of Tax Evasion and 
Avoidance”, should have effect, with the consequence that that Agreement shall 
have effect in relation to income tax in accordance with section 172(1) of the 
Income Tax Law, notwithstanding anything contained in the Income Tax  Law, or 
any other enactment; and 

(c) the “Agreement Between the States of Guernsey and the Government of the 
Kingdom of Bahrain for the Elimination of Double Taxation with Respect to Taxes 
on Income and the Prevention of Tax Evasion and Avoidance”, should be specified 
by Ordinance of the States as an approved international agreement for the 
purposes of section 75C of the Income Tax Law. 

 
4. Compliance with Rule 4  

 
Rule 4 of the Rules of Procedure of the States of Deliberation and their Committees 
sets out the information which must be included in, or appended to, motions laid 
before the States.  

 
4.1 The following information is provided in conformity with Rule 4(1): 

(a) the Propositions contribute to the States’ objectives and policy plans by 
continuing to conform to the international taxation standards that it has agreed 
to; 

(b) during negotiation of the agreement, views were sought from the Double 
Taxation Agreement Working Group, which consists of officers of the Revenue 
Service and representatives from the Guernsey Society of Chartered and Certified 
Accountants; 

(c) the Propositions have been submitted to His Majesty’s Procureur for advice on 
any legal or constitutional implications; 



 
 

(d) the Propositions do not request the States to approve funding, and otherwise are 
not anticipated to have any negative financial implications to the States.  
 

4.2 For the purposes of Rule 4(2): 

(a) the Propositions relate to the duties and powers of the Policy & Resources 
Committee in raising and collecting taxes and revenues;  

(b) the Propositions have the unanimous support of the Policy & Resources 
Committee.    

 
Yours faithfully  
 
L S Trott OBE 
President 
 
H J R Soulsby MBE 
Vice-President 
 
J P Le Tocq 
R C Murray 
J A B Gollop 
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