Paragraph 5 of Article XVIII (Pensions and Annuities) of the Convention shall
be deleted and replaced by the following:

Lo

Benefits .under the social security legislation in a Contracting State
(including tier 1 railroad retirement benefits but not including
unemployment benefits) paid to a resident of the other Contracting State
shall be taxable only in that other State, subject to the following
conditions:

(@  a benefit under the social security legislation in the United States
paid to a resident of Canada shall be taxable in Canada as
though it were a benefit under the Canada Pension Plan, except
that 15 per cent of the amount of the benefit shall be exempt
from Canadian tax; and

(b)  a benefit under the social security legislation in Canada paid to a
resident of the United States shall be taxable in the United States
as though it were a benefit under the Social Security Act, except
that a type of benefit that is not subject to Canadian tax when
paid to residents of Canada shall be exempt from United States
tax.”

ARTICLE 3

This Protocol shall be subject to ratification in accordance with the applicable
procedures in Canada and the United States and instruments of ratification
shall be exchanged as soon as possible.

This Protocol shall enter into force upon the exchange of instruments of
ratification, and shall have effect as follows:

@)
®)

Article 1 of this Protocol shall have effect as of April 26, 1995; and

Article 2 of this Protocol shall have effect with respect to amounts paid
or credited to a resident of the other Contracting State after 1995,
except that where a Contracting State has, in accordance with the
Convention read without reference to this Protocol, imposed a tax on
benefits paid or credited under the social security legislation in that
State, and those benefits are paid or credited after 1995 and:

@) before the calendar year in which this Protocol enters into force,
if this Protocol enters into force before September 1 of that
year, or

(ii)  before the end of the calendar year in which this Protocol enters
into force, if this Protocol enters into force after August 31 of
that year,

Article 2 shall only have effect with respect to such benefits (referred
to in this Article as “source-taxed benefits”) as described in paragraphs
3,4 andS.



