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ARTICLE II 

Interest

1. Interest arising in a Contracting State and paid to a resident of the other Contracting State 
may be taxed in that other State.

2. However, such interest may also be taxed in the Contracting State in which it arises and 
according to the laws of that State, but if the beneficial owner of the interest is a resident of the 
other Contracting State, the tax so charged shall not exceed 10 per cent of the gross amount of the 
interest.

3. Notwithstanding the provisions of paragraph 2:

(a) interest arising in New Zealand and paid to a resident of Canada shall be taxable 
only in Canada if it is paid in respect of a loan made, guaranteed or insured, or a 
credit extended, guaranteed or insured by Export Development Canada;

(b) interest arising in Canada and paid to a resident ofNew Zealand shall be taxable 
only in New Zealand if it is paid in respect of a loan made, guaranteed or 
insured, or a credit extended, guaranteed or insured by any body in New Zealand 
of a similar nature to Export Development Canada as may be agreed upon 
between the competent authorities of the Contracting States.

4. Notwithstanding the provisions of paragraph 2, interest arising in a Contracting State and 
beneficially owned by a resident of the other Contracting State may not be taxed in the 
first-mentioned State if the interest is derived by a financial institution which is unrelated to and 
dealing wholly independently with the payer. For the purposes of this Article, the term “financial 
institution” means a bank or other enterprise substantially deriving its profits by raising debt 
finance in the financial markets or by taking deposits at interest and using those funds in carrying 
on a business of providing finance.

5. Notwithstanding paragraph 4, interest referred to in that paragraph may be taxed in the 
State in which it arises at a rate not exceeding 10 per cent of the gross amount of the interest if:

(a) in the case of interest arising in New Zealand, it is paid by a person that has not 
paid approved issuer levy in respect of the interest. This subparagraph (a) shall 
not apply if New Zealand does not have an approved issuer levy, or the payer of 
the interest is not eligible to elect to pay the approved issuer levy, or if the rate 
of the approved issuer levy payable in respect of such interest exceeds 2 per cent 
of the gross amount of the interest. For the purposes of this Article, “approved 
issuer levy” includes any identical or substantially similar charge payable by the 
payer of interest arising in New Zealand enacted after the date of this 
Convention in place of approved issuer levy;

(b) it is paid as part of an arrangement involving back-to-back loans or other 
arrangement that is economically equivalent and intended to have a similar 
effect to back-to-back loans; or


