CONVENTION AND PROTOCOL BETWEEN CANADA AND THE UNITED
i STATES OF AMERICA FOR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL
* EVASION IN THE CASE OF INCOME
TAXES* '

Signed at Washington, March 4, 1942
1
CONVENTION

¢ The Government of Canada and the Government of the United States
gh America, being desirous of further promoting the flow of commerce between
e two countries, of avoiding double taxation and of preventing fiscal evasion
,‘Oﬁaghe case of income taxes, have decided to conclude a Convention and for

Purpose have appointed as their Plenipotentiaries:

Mr. Leighton McCarthy, K.C., Envoy Extraordinary and Minister Pleni-
Potentiary of Canada at Washington; and
A Mr. Sumner Welles, Acting Secretary of State of the United States of
- Aericg,:
- Who, hazring communicated to one another their full powers found in good
and due form, have agreed upon the following Articles:

ArTicLE I

An enterprise of one of the contracting States is not subject to taxation by
the other contracting State in respeet of its industrial and commercial profits
Pt in respect of such profits allocable in accordance with the Articles of
.!"‘thls Convention to its permanent establishment in the latter State.

No account shall be taken in determining the tax in one of the contracting

States, of {he mere purchase of merchandise effected therein by an enterprise
‘g“of the other State.

ArticLe II

For the py i i “industrial and commercial
i rposes of this Convention, the term “indus _com
J1p§‘oﬁt,;g;n shall not include ix:zom(()a in the form of rentals and royalties, interest,

“dividends manage . p v sl it o
_capi " ed from the sale or exchange
capital Anwie gement charges, or gains deriv:

Subject to the Provisions of this Convention such items of income shall be

taxed separately or to stk 8 2 ial profits in accordance
B gether with industrial and commercial pro
;mth the laws of the contracting States.

ArTicLe II1

A. s, terpri i nent estab-

i an enterprise of one of the contracting States has a perma

%:élgﬁnt In the other State, there shall be attributed to such permanent

to 4 ishment the net industrial and commercial profit which it might be expected

- cti:'?'ve if it were an independent enterprise engaged in the same or similar
le égs u_nd%r the same or similar conditions. Such net profit will, in p{lncl-pl%,

v i ) ining to suc

Stablishment, n the basis of the separate accounts pertaining
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