'ha competent autnority of the taxing sState nay,
when neé%hsavg, in execution of paraﬁrurL 1 of this Artiecle,
reotify the accounts prodjuced, notably to gorroot errors and
omingsicns or to reestablish the pricoez or renunerations en-
tered in the bosks at the value which would prevail betwoeen
-adepenaanﬁ persons dealinz at arm's length,.

3. IPf {a) an sstablishzent does not ora&use a0 ACe
countinz showine its own opermations, or (b) the zceounting
produced dogg not correspend to the normal usages of the trade
in the counbtry where the establishment is situ&teﬁ, or (6) the
regtifications provided for in paragraph & of thia Article
cannot be effected the competaent authority of the taxing State
may determine the nst induetrisl and commerciszl profit by anplgu
inz such methkadas or formulae to the ororations of the establishe
pent as zay be fair and roasomable,

4, To faocllitate the dectermination of ladustrial and
cozmeroial profits allosable ©o the permanont astablishment, the
- competent aatpsritias of the contracting Stabtes may consult to=-
gether with o visw to the adoption of unifors rulss of allocation
of such profits.
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' 1. (=) ﬁu&ﬁ.a,ﬁhitﬁﬁ States enterprise, by reassa of
its participation in the managesmcnt or oapital of a Canadian
enterprise, mekes or impeses on the 1&%5*:, in thelr commercial
or financial relations, conditions differant from those which
“would be made with an independent enterpriae, any profits which
should normally have appearsd in the balancs shsei of the Gange
dian enterprise but which have teen, in this mamner, diverted
to the United States enterprise, may be incsrporated in the
tazable profits of the Canadian enterpriae, Shbg&ht t¢ appli=-
ﬁabla meagsurass of appsal.

{b} In order to effect the iaeiusica of such profiss
in the taxable profits of the Canadien enterprise, tho competent
authority of Caunxda nmay, when negeasary, rectify the accounts
of the Canalian entorprise, notably to corrset orrors and omige
gions or $0 rsestablish the priaas or renuneratica eatered in
the boeks at the values whieh would prevall betwaen independent
poersons dealing at arm's lonagth., To facillitate such rectifi-
cation the competent authorities of the contracting States LAY
consult tozether vith o view to such determination of profits
of the Canadian enterprise ag may appear fair and reasonable,

B, The same principle applies, mulatis rmutandis, in
the event that profits are diverted freom a United Stases enter—
prise to a Gaﬁadian enterprise.

Avticle ¥

lagome which an eunterprise of ome of the coniracting
States derives from thae operation of ships or airoraft regisg-
tered in that State shall be exempt from taxation in the othor
sontracting State.

: The present Convention will not be deemed to affeet the
gxchange of notes betwzen the Unlited States of America end (anada,
dated August 2 and Soptember 17, 1922, providing for relief from
dauble ineone tazatiaa on shinpia profits.




