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paid in respect of such items which exceeds 15 per cent
of the amount thereof:

(a) The deduction so allowed in Canada shall not
be reduced by any credit or deduction for income
tax paid or accrued to Canada allowed in computing
the United States tax on such items;

(b) Canada shall allow a deduction from Canadian
tax on such items in respect of income tax paid or
accrued to the United States on such items, except
that such deduction need not exceed the amount of
the tax that would be paid on such items to the
United States if the resident of Canada were not a
United States citizen; and

(c) For the purposes of computing the United
States tax on such items, the United States shall
allow as a credit against United States tax the
income tax paid or accrued to Canada after the
deduction referred to in subparagraph (b). The
credit so allowed shall reduce only that portion
of the United States tax on such items which
exceeds the amount of tax that would be paid to
the United States on such items if the resident of
Canada were not a United States citizen."

3. Paragraph 7 of Article XXIV (Elimination of Double
Taxation) of the Convention shall be deleted and replaced by
the following:

"7. For the purposes.of this Article, any reference to
"income tax paid or accrued" to a Contracting State
shall include Canadian tax and United States tax, as
the case may be, and taxes of general application which
are paid or accrued to a political subdivision or local
authority of that State, which are not imposed by that
political subdivision or local authority in a manner
inconsistent with the provisions of the Convention and
which are substantially similar to the Canadian tax or
United States tax, as the case may be."

4. A new paragraph 10 shall be added to Article XXIV
(Elimination of Double Taxation) of the Convention as
follows:

"10. Where in accordance with any provision of the
Convention income derived or capital owned by a
resident of a Contracting State is exempt from tax in
that State, such State may nevertheless, in calculating
the amount of tax on other income or capital, take into
account the exempted income or capital."



