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(b) Interest arising in Canada that is determined with
reference to receipts, sales, income, profits or other
cash flow of the debtor or a related person, to any
change in the value of any property of the debtor or a
related person or to any dividend, partnership
distribution or similar payment made by the debtor to
a related person may be taxed by Canada, and
according to the laws of Canada, but if the beneficial
owner is a resident of the United States, the gross
amount of the interest may be taxed at a rate not
exceeding the rate prescribed in subparagraph (b) of
paragraph 2 of Article X (Dividends); and

(c) Interest that is an excess inclusion with respect to a
residual interest in a real estate mortgage investment
conduit may be taxed by each State in accordance
with its domestic law.

Where a resident of a Contracting State pays interest to a
person other than a resident of the other Contracting State,
that other State may not impose any tax on such interest
except insofar as it arises in that other State or insofar as the
debt-claim in respect of which the interest is paid is
effectively connected with a permanent establishment
situated in that other State.

ARTICLE 7

Paragraph 5 of Article XII (Royalties) of the Convention shall be

deleted and replaced by the following:
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The provisions of paragraphs 2 and 3 shall not apply if the
beneficial owner of the royalties, being a resident of a
Contracting State, carries on, or has carried on, business in
the other Contracting State in which the royalties arise,
through a permanent establishment situated therein, and the
right or property in respect of which the royalties are paid is
effectively connected to such permanent establishment. In
such case the provisions of Article VII (Business Profits)
shall apply.



