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ARTICLE XI

INTERESI

1. Interest arising in a Contracting State and paid ta a resident of the other
Contracting State may be taxed in that other State.

2. However, such interest may also be taxed in the Contracting State in which
it arises, and accarding ta the laws of that State; but if a resident of the other
Contracting State is the beneficial owner of such interest, the tax sa charged shall
flot exceed 15 per cent of the gross amaunt of the interest.

3. Natwithstanding the provisions of paragraph 2, interest arising in a
Contracting State shall be exempt from tax in that State if:

(a) The interest is beneficially owned by the ather Cantracting State, a palitical
subdivision ar local authority thereaf or an instrumentality af sucli other
State, subdivision or autharity, and is nat subject to tax by that other State;

(b) The interest is beneficially owned by a resident of the ather Contracting State
and is paid with respect ta debt obligations issued at arm's length and
guaranteed or insured by that other State or a political subdivision thereaf
or an instrumentality of sucli ather State or subdivision which is not subi ect
ta tax by that ather State;

(c) The interest is beneficially awned by a resident of the other Cantracting State
and is paid by the first-mentioned State, a palitical subdivision or local
authority thereof or an instrurnentality of such first-rnentioned State, subdi-
vision or authority which is flot subi ect ta, tax by that first-mentioned State;

(d) The interest is beneficially owned by a seller who is a resident of the other
Contracting State and is paid by a purchaser in cannection with the sale an
Credit of any equipment, merchandise or services, except where the sale is
made between persans dealing with each other not at arm's length; or

(e) The interest is paid by a company created under the laws in farce in the ather
Contracting State with respect ta an obligation entered into before the date
of signature of this Convention, provided that such interest would have been
exempt from tax in the first-rnentioned State under Article XII of the 1942
Convention.

4. The terrn "interest" as used in this Article means incarne from debt-clairns
of every kind, whether or nat secured by mortgage, and whether or not carrying a
right ta participate in the debtor's profits, and in particular, incarne from gaverrnnent
securities and incarne from bonds or debentures, including premiums and prized
attached ta such securities, bonds or debentures, as well as incarne assimilated to
incarne fron rnoney lent by the taxation laws of the Cantracting State in which the
incarne arises. Hawever, the term "interest" does not include incarne dealt with in
Article X (Dividends).


