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ARTICLE XXI
Elimination of Double Taxation
1. In the case of Canada, double taxation shall be avoided as follows:

(a) Subject to the existing provisions of the law of Canada regarding the
deduction from tax payable in Canada of tax paid in a territory outside
Canada and to any subsequent modification of those provisions (which
shall not affect the general pinciple hereof) and unless a greater deduction
or relief is provided under the laws of Canada, tax payable in Italy on prof-
its, income or gains arising in Italy shall be deducted from any Canadian
tax payable in respect of such profits, income or gains.

(b) Subject to the existing provisions of the law of Canada regarding the deter-
mination of the exempt surplus of a foreign affiliate and to any subsequent
modification of those provisions (which shall not affect the general princi-
ple hereof) for the purpose of computing Canadian tax, a company resident
in Canada shall be allowed to deduct in computing its taxable income any
dividend received by it out of the exempt surplus of a foreign affiliate resi-
dent in Italy.

2. In the case of Italy, double taxation shall be avoided as follows:

Where a resident of Italy derives items of income which may be taxed in
Canada, Italy may, in computing its own income taxes referred to in Article I1 of
this Convention, include such items of income in the tax base unless otherwise
expressly provided by this Convention.

In such case, Italy shall allow as a deduction from the tax so computed the
income taxes paid in Canada but the deduction shall not exceed the proportion of
Italian tax attributable to such items of income that such items bear to the entire
income. '

No deduction will, however, be allowed in cases where, at the request of the
recipient and in accordance with Italian laws, the item of income is subjected to tax
in Italy by way of a final withholding.

3. For the purpose of this Article, profits, income or gains of a resident of a
Contracting State which are taxed in the other Contracting State in accordance with
this Convention shall be deemed to arise from sources in that other State.

ARTICLE XXII
Non-Discrimination

1. The nationals of a Contracting State, whether or not they are residents of
one of the Contracting States, shall not be subjected in the other Contracting State
to any taxation or any requirement connected therewith which is other or more bur-



