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l'he Government of Canada and the Oovernment of the 
United States of America, being desiroun of further promnting 
the flow of commerce betmeen the two countries, of avoiding 
double taxation and of preventing fiscal evasion in the case  
of income taxes, have deoided to conclude a Convention and for 
that purpose have appointed as their Ylenipotentiaries: 

Yr. Leighton McCarthy, K.C., Devoy latraordinary and 
Iintster Plenipotentiary of Canada at Washington; and 

!C. Smarter elelles, Acting Scoretary of State of the 
United States of America; ' 

eho, having Communicated to one another their full powers 
found in good and due fo,  have afereed upon the following 
Articles : 

Article I 

An enterprise of one of the contracting :Aates ie 
not subject to taxation by the other contracting State in 
respect of its induetrial and commercial profits except 
in respect of such profits allocable in accordance with 
the Articles of this  Convention to its permanent establish:- 
ment in the latter State. 

Vo account ehall be taken in determining the tax 
in one of the contracting 3tatee, of the mere purchase of 
merchandise effected therein by an enterprise of the other 
state. 

Article I/ 

For the purposes of this Convention, the term 
"industrial and cemmerciel profits" shall not include 
income in the form of rentals and royalties, interest, 
dividends, maneeeement charges, or gains derived from the 
eale or  ex anse et capital assets. 

'Llbject to the provisions of this Convention such 
items of income shall be taxed separately or together with 
indeetrial and commercial profits in aecordance elth the 
laws of the contractin States. 

Article III 

1. If ea enterprise of one of the contracting 
States has a permanent establishment in the other State, 
there shall be attributed to such permanent establishment 
th a net industrial and commercial profit uhleh lt might be 
expeoted to derive if it yure an independent enterprise  en- 
gaged in the same  or  simi 	 m lar activities under the sae or le  similar conditions. Such net profit will, ln principle be 
determined on the basin of the separate accounts pertailling 
to such establinhment. 


