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context otherwise requires, have the meaning which it has under the laws of
that Contracting Government relating to the taxes which are the subject of
this Agreement.

ARTICLE III

(1) The industrial or commercial profits of a United Kingdom enterprise
shall not be subject to Canadian tax unless the enterprise carries on business
in Canada through a permanent establishment situated therein. If the enter-
prise carries on business as aforesaid, tax may be imposed by Canada on those
profits but only on so much of them as is attributable to that permanent
establishment.

(2) The industrial or commercial profits of a Canadian enterprise shall
not be subject to United Kingdom tax unless the enterprise carries on business
in the United Kingdom through a permanent establishment situated therein.
If the enterprise carries on business as aforesaid, tax may be imposed by the
United Kingdom on those profits but only on so much of them as is attributable
to that permanent establishment,

(3) Where an enterprise of one of the territories carries on business in
the other territory through a permanent establishment situated therein, there
shall in each territory be attributed to that permanent establishment the
industrial or commercial profits which it might be expected to make if it
were a distinct and separate enterprise engaged in the same or similar activi-
ties under the same or similar conditions and dealing wholly independently
with the enterprise of which it is a permanent establishment.

(4) In determining the industrial or commercial profits of a permanent
establishment, there shall be allowed as deductions all expenses which would
be deductible if the permanent establishment were an independent enterprise
in so far as they are reasonably allocable to the permanent establishment,
including executive and general administrative expenses so deductible and
allocable, whether incurred in the territory in which the permanent establish-
ment is situated or elsewhere.

(5) 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.

(6) Any dividend, interest, royalty or rent arising in one of the terri-
tories to a resident of the other territory who has in the first-mentioned
territory a permanent establishment with which, as the case may be, the
holding by virtue of which the dividend is paid, or the debt-claim from which
the interest arises, or the right or property giving rise to the royalty or rent,
is effectively connected, may be taxed as industrial or commercial profits;
subject to this, the term “industrial or commercial profits” does not include
income in the form of dividends, interest, royalties, or rents or remuneration
for labour or personal services.

ARTICLE IV
Where
(a) an enterprise of one of the territories participates directly or in-
directly in the management, control or capital of an enterprise of the
other territory, or

(b) the same persons participate directly or indirectly in the manage-
ment, control or capital of an enterprise of one of the territories and
an enterprise of the other territory,
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