INGOHE TAY CONVARTION
Yaroh 4, 1948

{Ratifications exobanged June 15, 1943}

The Oovernment of Canada apnd the Jovernnent of the
United S%ates of America, beips desirous of further prexoting
the flow of cormerce betweon the two countries, of avoiding
double taxation and of preveating fiscal avasion in the aase
of income tayxes, have deolded to conelude a Convention and fox
that purpose have appointed ae their FPlenipotentiaries:

¥r, Leighton ioCarthy, ¥.0., Zavoy ixtraordinary and
tinister Flenipotentiary of Canada at Vashington; and

¥r, Sumper Wellss, Aeting Jeoretary of State of the
Valted States of Amorles; .

who, having communiecated toc one another their full powers
fengd in zood and due form, have agreed upon the following
Articles :

artiele I

An enterprise of one of the contraetinz dtates is
not subjost to tazation by the otler contractins 3tate in
ragpoot of 1ts industrial and commercial profits excopt
in Tespeot of such profits allocabls in acsordanes with
the Articles of this Convention to its peormanent establishe
ment in ths latter State. ‘

Ho aceount shall be taken in determining the itax
ia one of the contracoting States, of the mere purohass of
mg:ghanﬁiss effected therein by an enterpriss of the other
state.

Artisle I1

¥or the purposss of this Comvention, the term
*4ndustrial and eommereial profiis® shall not include
incoms in the form of rentals and royalties, interest,
dividenrdis, manarsment charzes, or gains derived from the
sale or exchange of capital assets.

Subjesct to the provisions of this Convention suelh
ltems of income shzll be tazed separately or together with
indsstrial aad commsreial profits 1a assordance with the
laws of the contracting States. ~

Article IIX

1. I? en enterprise of one of tho contracking
States has a permanent establishment in the other State,
there shall be attributed to such permansnt establishuent
the net industrial and commercial profit which it mdght be
gxpected to derive if it wers an independent enterprise ene
gaged in the sape or simllary activities under the same or
similar conditions. Such net profit will, in principle, be
determined on the basls of the separate accounts periaining
t0 sush cstablishment,




