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The Minister of Finance of Canada to the A mbassador of
the United States of America

Ottawa, June 14, 1983

Excellency:

The Convention between Canada and the United States of America, with Respect
to Taxes on Incarne and on Capital signed at Washington on September 26, 1980,
as amended by the Protocol signed today, provides that income from real property,
including natural resources, may be taxed by the Contracting State in which the real
property is situated under the statutory rules of that State. This rule is the interna-
tional standard, consistent with the OECD Model Double Taxation Convention on
Income and on Capital and with recent tax conventions of both countries.

The 1942 Convention provides a 15% limit on the statutory rate of tax at which
royalties including natural resource royalties may be taxed. Concern has been expressed
by persons receiving natural resource royalties that the new Convention provides no
limitation in the tax rate that either country may impose. Canada and the United
States agree that if either country increases the statutory tax rate which now applies
to such natural resource royalties paid to non-residents (25% in Canada and 30%
in the United States), negotiations will be resumed promptly upon request by either
country with a view to considering an amendment to the Convention to provide an
appropriate limit to the rate at which such royalties may be taxed.

Accept, Excellency, the assurances of my highest consideration.

MARC LALONDIE
Minister of Finance

His Excellency Paul H. Robinson Jr.,
Ambassador of the United States of America,
Ottawa.


