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EMENT BETWEEN CANADA AND THE UNITED KINGDOM OF
'GREAT BRITAIN AND NORTHERN IRELAND FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION
OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME

Signed in London, June 5, 1946

nghe Government of the United Kingdom of Great Britain and Northern
'theind. and the Government of Canada, desiring to conclude an agreement for
fo . voldance of double taxation and the prevention of fiscal evasion with respect
a"_‘es on income, have agreed as follows:—

ArriciE 1

(1) The taxes which are the subject of the present Agreement are—
(@) In Canada:

~ The income taxes, including sur-taxes, and excess profits tax
Imposed by Canada (hereinafter referred to as “Canadian tax”).
(b) In the United Kingdom:

The income tax (including sur-tax), the excess profits tax and the
hational defence contribution (hereinafter referred to as “United
Kingdom tax”).

"‘ﬁuhst(g) The present Agreement shall also apply to any other taxes of a

§ _&eal‘ltlally similar character imposed by either Contracting Government
Goy, Qently to the date of signature of the present Agreement or by the
_ Aﬂxcfémf{}t of any territory to which the present Agreement is extended under

Arricre 11

1) 1 the present Agreement, unless the context otherwise requires—

(@) The term “United Kingdom” means Great Britain and Northern

nd excluding the Channel Islands and the Isle of Man., ;

th (b} The terms “one of the territories” and “the other territory” mean

1€ Uniteq Kingdom or Canada, as the context requires. :

o (¢) The term “tax” means United Kingdom tax or Canadian tax, as

~®context requires.

gy (d) The term “person” includes any body of persons, corporate or not

. Porate,

(e) The term “company” includes any body corporate. ;

o ) The terms “resident of the United Kingdom” and “resident of

 xhada” megn respectively any person who is resident in the United

C;Illgdom for the purposes of United Kingdom tax and not resident in

e ada for the purposes of Canadian tax and any person who is resident

o .I{in anada for the purposes of Canadian tax and not resident in the United
L &om for the purposes of United Kingdom tax; and a company shall be
 Copg ed as resident in the United Kingdom if its business 1s .mgmaged. and

Lol Yolled in the United Kingdom and as resident in Canada if its business

~ 'haged and controlled in Canada. : : :

iy er(g) The terms “resident of one of the territories” and “resident of the

- Dery territory” mean a person who is a resident of the United Kingdom or a

"M who ig g resident of Canada, as the context requires. o

Che terms “United Kingdom enterprise” and “Canadian enterprise

espectively an industrial or commercial enterprise or undertaking

0111:1 on by a resident of the United Kingdom and an industrial or

€relal enterprise or undertaking carried on by a resident of Canada;

3
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_and the terms “enterprise of one of the territories” and “enterprise of
other territory” mean a United Kingdom enterprise or a Canadian enterp
as the context requires.

(1) The term “permanent establishment”, when used with respect t0
enterprise of one of the territories, means a branch or other fixed pla¢
business, but does not include an agency unless the agent has, and habitt
exercises, a general authority to negotiate and conclude contracts on b€
of such enterprise or has a stock of merchandise from which he regu
fills orders on its behalf. 3

An enterprise of one of the territories shall not be deemed to ha
permanent establishment in the other territory merely because it carried
business dealings in that other territory through a bona fide broker |
general commission agent acting in the ordinary course of his busines® =
such. i

The fact that an enterprise of one of the territories maintains in fl
other territory a fixed place of business exclusively for the purchasé ¥ |

~ goods or merchandise shall not of itself constitute that fixed place of buslﬂ~: v
a permanent establishment of the enterprise. 1 'ﬁ

The fact that a company which is a resident of one of the territories h’"
a subsidiary company which is a resident of the other territory or Whl"h 1
engaged in trade or business in that other territory (whether througth: 3
permanent establishment or otherwise) shall not of itself constitute
subsidiary company a permanent establishment of its parent company.-

(2) The term “industrial or commercial profits”, as used in the pre
Agreement, does not inelude income in the form of dividends, interest, ré
royalties, management charges, or remuneration for labour or personal serv?

(3) In the application of the provisions of the present Agreement bY o
of the Contracting Governments any term not otherwise defined shall, WS
the context otherwise requires, have the meaning which it has under t i
of that Contracting Government relating to the taxes which are the subje®
the present Agreement. —

Arricue IIT

(1) The industrial or commercial profits of a United Kingdom ent ‘
shall not be subject to Canadian tax unless the enterprise is engaged in
business in Canada through a permanent establishment situated therein
is g0 engaged, tax may be imposed on those profits by Canada but only ¢
much of them as is attributable to that permanent establishment.

(2) The industrial or commercial profits of a Canadian enterprise she”
be subject to United Kingdom tax unless the enterprise is engaged in t‘:ﬁ;
business in the United Kingdom through a permanent establishment &%
therein. If it so engaged, tax may be imposed on these profits by the *
Kingdom, but only on so much of them as is attributable to that perrts
establishment: Provided that nothing in this paragraph shall affect any prOﬁ
of the law of the United Kingdom regarding the imposition of excess pro-g
and national defence contribution in the case of inter-connected compalt™,

(3) Where an enterprise of one of the territories is engaged in WS
business in the other territory through a permanent establishment, St
therein, there shall be attributed to such permanent establishment the 100
or commercial profits which it might be expected, to derive if it b
independent enterprise engaged in the same or similar activities under the_
or similar conditions and dealing at arm’s length with the enterprise 0
it is a permanent establishment.
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(4) No portion of any profits arising from the sale of goods or merchandise
4n enterprise of one of the territories shall be deemed to arise in the other
ory by reason of the mere purchase of the goods or merchandise within
4 other territory. :
3 (5) Where a company which is a resident of one of the territories derives
:@}iets or income from sources within the other territory, the Government of that
o I territory shall not impose any form of taxation on dividends paid by the
of aPﬂny to persons not resident in that other territory, or any tax in the nature
] ’I‘ﬁa‘sn undistributed profits tax on undistributed profits of the company, by
»0011 of the fact that those dividends or undistributed profits represent, in
i€ or in part, profits or income so derived.

ArticLE IV
Where

. . (a) an enterprise of one of the territories participates directly or
Idirectly in the management, control or capital of an enterprise of the
Other territory, or

(b) The same persons participate directly or indirectly in the manage-
- Ment, control or capital of an enterprise of one of the territories and an
Caterprise of the other territory, and
i (C)' In either case conditions are made or imposed between the two
Dterprises, in their commercial or financial relations, which differ from
Yose which would be made between independent enterprises,

hey

. _thenea*ny profits which would but for those conditions have accrued to one of
-;x%lué‘ erprises but by reason of those conditions have not so accrued may be
- Ued in the profits of that enterprise and taxed accordingly.

ArricLE V

‘fesidlgog“withstanding the provisions of Articles III and IV, profits which a
b o 0 Of one of the territories derives from operating ships or aireraft shall
Pt from tax in the other territory.

AgrricLe VI

_'.@ﬁfivild) The rate of Canadian tax on income (other than earned income)
8 sy from sources within Canada by a resident of the United Kingdom who
Or Jieet to United Kingdom tax in respect thereof and not engaged in trade
lof 1€SS in Canada through a permanent establishment situated therein, shall

"‘“(’gleed 15 per cent.
Dajg ) Notwithstanding the provisions of the foregoing paragraph, dividends
: company which is a resident of the United Kingdom by a Canadian
T g all of whose shares (less directors’ qualifying shares) which have
Dan circumstances full voting rights are beneficially owned by the former
, Proy’- shall be exempt from Canadian tax:
Mg a;f“ded that exemption shall not be allowed if ordinarily more than
g ter of the gross income of the Canadian company is derived from
sidio 20d dividends other than interest and dividends from any wholly-owned
3)ry companY.
é}lcome (other than earned income) derived from sources within the
unmgd(?m by an individual who is a resident of Canada, subject to
ta,x' in respect of the income, and not engaged in trade or business in
empt, ingdom through a 'permanent establishment situated therein, shall
; from United Kingdom sur-tax.
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ArticLe VII

Copyright royalties and other like payments made in respect of
production or reproduction of any literary, dramatic, musical or artistic
(but not including rents or royalties in respect of motion picture film
derived from sources within one of the territories by a resident of the ©
territory who is liable to tax in that other territory in respect thereof and
engaged in trade or business in the first-mentioned territory through a perma
establishment situated therein, shall be exempt from tax in that first-mentt
territory. 2 ;

ArricLe VIII

(1) Remuneration (other than pensions) paid by one of the Contrd
Governments to any individual for services rendered to that Contra¢w
Government in the discharge of governmental functions shall be exemp?t ™
tax in the territory of the other Contracting Government if the individual 18 "
ordinarily resident in that territory or is ordinarily resident in that tel'}'lt
solely for the purpose of rendering those services.

(2) Any pension paid by one of the Contracting Governments_ 0
individual for services rendered to that Contracting Government in the dise
oI governmental functions shall be exempt from tax in the territory of the &4
Contracting Government, if immediately prior to the cessation of those S€
the remuneration therefor was exempt from tax in that territory, whether W
paragraph (1) of this Article or otherwise, or would have been exempt Wy
that paragraph if the present Agreement had been in force at the time wh
remuneration was paid.
: (8) The provisions of this Article shall not apply to payments in 168
of services rendered in connection with any trade or business carrie on
either of the Contracting Governments for purposes of profit.

Z Articie IX

(1) An individual who is a resident of the United Kingdom shall be 1
from Canadian tax on profits or remuneration in respect of personal (In¢=
professional) services performed within Canada in any taxation year if-=

(@) he is present within Canada for a period or periods not exe
in the aggregate 183 days during that year, and S

'(b) the services are performed for or on behalf of a person res!
the United Kingdom, and

(¢) the profits or remuneration are subject to United Kingdom

(2) An individual who is a resident of Canada shall be exempt from
Kingdom tax on profits or remuneration in respect of personal (1
professional) services performed within the United Kingdom in any
assessment if—

(@) he is present within the United Kingdom for a period oF 1
not exceeding in the aggregate 183 days during that year, and

(b) the services are performed for or on behalf of a person resi¢
Canada, and

(¢) the profits or remuneration are subject to Canadian tax.

(3) The provisions of this Artiele shall not apply to the profits or ey
tion of public entertainers such as stage, motion picture or radio artists, ™
and athletes. : i
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ArricLe X

- (1) Any pension (other than a pension paid by the Government of Canada
Services rendered to it in the discharge of governmental functions) and any
ity, derived from sources within Canada by an individual who is a resident
€ United Kingdom and subject to United Kingdom tax in respect thereof,
4l be exempt from Canadian tax.

. (2) Any pension (other than a ‘pension paid by the Government of the
‘lﬁe_d Kingdom for services rendered to it in the discharge of governmental
lons) and any annuity; derived from sources within the United Kingdom
40 individual who is a resident of Canada and subject to Canadian tax in
Pect thereof, shall be exempt from United Kingdom tax.

(8) The term “annuity” means a stated sum payable periodically at stated
i 8, during life or during a specified or ascertainable period of time, under an
. Bation to make the payments in consideration of money paid.

ArticLE XI

A professor or teacher from one of the territories who receives remuneration
'teaching, during a period of temporary residence not exceeding two years,
University, college, school or other educational institution in the other
grY, shall be exempt from tax in that other territory in respect of that
€ration.

ArticLe XII

L Student or business apprentice from one of the territories who is receiving
e education or training in the other territory shall be exempt from tax in

er territory on paymeénts made to him by persons in the first-mentioned
~O0ry for the purposes of his maintenance, education or training.

ArticLe XIII

(11) Subject to the provisions of the law of the United Kingdom regarding
Allowance as a credit against United Kingdom tax of tax payable in a
O 'y outside the United Kingdom, Canadian tax payable in respeet of income
\gdSOUrces within Canada shall be allowed as a credit against any United
lip.2 tax payable in respect of that income. Where such income is an
;&rb,’ dividend paid by a Canadian debtor, the credit shall take into account
dition any Canadian income tax chargeable directly or by deduction
P€et of the dividend) the Canadian income tax payable in respect of its
8 Y the company paying the dividend, and where it is a dividend paid on
h;patlng preference shares and representing both a dividend at a fixed rate
a ch the shares are entitled and an additional participation in profits, the
& 180 income tax so payable by the company shall likewise be taken into
(@ In 80 far as the dividend exceeds that fixed rate.
+%) For the purposes of the foregoing paragraph and of the aforesaid
NS of the law of the United Kingdom, so much of the tax chargeable
the Jay of Canada relating to excess profits tax as is chargeable otherwise
reference to excess profits shall be treated as income tax and not as
Profits tay,
ﬁxsubject to the provisions of the law of Canada regarding the deduction
X payable in Canada of tax paid in a territory outside Canada, United
N tax payable in respect of income from sources within the United
"0 shall he deducted from any Canadian tax payable in respect of that
here such income is an ordinary dividend paid by a company resident -
ted Kingdom, the deduction shall take into account (in addition to

1)
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any United Kingdom income tax appropriate to the dividend) the Uni
Kingdom national defence contribution payable by the company in respee
its profits, and where it is a dividend paid on participating preference sha
and representing both a dividend at the fixed rate to which the share
entitled and an additional participation in profits, the national defence conti!
tion so payable by the company shall likewise be taken into account in S0
as the dividend exceeds that fixed rate. i

(4) For the purposes of this Article, profits or remuneration for perso
(including professional) services performed in one of the territories shall
deemed to be income from sources within that territory, and the services ©
individual whose services are wholly or mainly performed in ships or airct
operated by a resident of one of the territories shall be deemed to be perfort®
in that territory.

ArticLe XIV

(1) The taxation authorities of the Contracting Governments shall exch:
- such information (being information available under the respective taxa®
laws of the Contracting Governments) as is necessary for carrying oub
provisions of the present Agreement or for the prevention of fraud of
administration of statutory provisions against legal avoidance in relation t0
taxes which are the subject of the present Agreement. Any informatio®
exchanged shall be treated as secret and shall not be disclosed to any perlsli
other than those concerned with the assessment and collection of the taxes W
are the subject of the present Agreement. No information shall be exch®
which would disclose any trade secret or trade process. /
(2) The taxation authorities of the Contracting Governments may COF=
together as may be necessary for the purpose of earrying out the pr0v1s1035?
the present Agreement and, in particular, the provisions of Articles 111 an
(3) As used in this Article, the term “taxation authorities” means, 12
case of Canada, the Minister of National Revenue or his authorized represé®
tive; in the case of the United Kingdom, the Commissioners of Inland ReY i
or their authorized representative; and, in the case of any territory to Wori
the present agreement is extended under Article XV, the competent autho®
for the administration in such territory of the taxes to which the Pré”
Agreement applies.

ArticLe XV f
fo!

' (1) Either of the Contracting Governments may, on the coming into ¢
of the present Agreement or at any time thereafter while it continues in d
by a written notification of extension given to the other Contracting Governi
declare its desire that the operation of the present Agreement shall €
subject to such modification as may be necessary, to all or any of its €0
overseas territories, protectorates, or territories in respect of which it exe!
a mandate or trusteeship, which impose taxes substantially similar in cha
to those which are the subject of the present Agreement. The present Agref,
shall, subject to such modifications (if any) as may be specified in the 10
tion, apply to the territory or territories named in such notification on the
or dates specified in the notification (not being less than sixty days {10
date of the notification) or, if no date is specified in respeet of aﬂyi
territory, on the sixtieth day after the date of the notification, unless, P¥
the date on which the Agreement would otherwise become applicab,l"f
particular territory, the Contracting Government to whom notification 18 ©
shall have informed the other Contracting Government in writing thab .
not accept the notification as to that territory. In the absence of such exte f
the present Agreement shall not apply to any such territory.
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2) At any time after the expiration of one year from the entry into force
| extension under paragraph (1) of this Article, either of the Contracting
hments may, by written notice of termination given to the other Contracting
ment, terminate the application of the present Agreement to any territory
h it has been extended under paragraph (1), and in that event the present
ment shall cease to apply, six months after the date of the notice, to the
1,01‘y or territories named therein, but without affecting its continued
Hleation to Canada, the United Kingdom or to any other territory to which it
€en extended under paragraph (1) hereof.
; ‘(33) In the application of the present Agreement in relation to any territory
hich it is extended by notification by the United Kingdom or Canada,
fhces to the “United Kingdom”, or, as the case may be, “Canada” shall be
Ued as references to that territory.
% (4) The termination in respect of Canada or the Uniled Kingdom of the
S0t Agreement under Article XVIII shall, unless otherwise expressly agreed
oth Contracting Governments, terminate the application of the present
i fment to any territory to which the Agreement has been extended by
ada or the United Kingdom.
‘ }1(‘5) The provisions of the preceding paragraphs of this Article shall apply
Lc C}}annel Islands and the Isle of Man as if they were colonies of the
Kingdoni,”

ArticLE XVI

aﬁ‘he present Agreement shall come into force on the date on which the last

* Such things shall have been done in the United Kingdom and Canada as
cessary to give the Agreement the force of law in the United Kingdom and
?’ 4 Tespectively, and shall thereupon have effect—

ey (@) in Canada as respects income taxes, including sur-taxes, for the
- AXation year 1946 and subsequent years, and as respects excess profits tax
F any fiscal period beginning on or after the first day of January, 1946,
d for the unexpired portion of any fiscal period current at that date;

B (b) in the United Kingdom, as respects income tax for the year of
ass‘es‘sment beginning on the 6th day of April, 1946, and subsequent years,
v "€Speets sur-tax for the year of assessment beginning on the 6th day of
Pril, 1945 and subsequent years; and as respects excess profits tax and
Oa'tlonal defence contribution for any chargeable accounting period beginning
2B or after the first day of January, 1946, and for the unexpired portion of

Y chargeable accounting period current at that date.

Arricte XVII

he Present. Agreement shall be deemed to have superseded the Agreements
Q N the 8th day of May, 1930, and the 3rd day of October, 1935, between

Vernment of the United Kingdom and the Government of Canada for
;1%2? exemption from income tax in certain cases of profits accruing from
j‘eﬁmeSS of shipping and profits or gains acceruing through an agency
Vely, and those Agreements shall cease to have effect—

(@) in Canada, for the taxation year 1946 and subsequent years;

() in the United Kingdom, as respects income tax for the year of
SSment, heginning on the 6th day of April, 1946, and subsequent years,
a8 respects sur-tax for the year of assessment beginning on the 6th day
Pril, 1945 and subsequent years. g ;

nd
bk
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(1) The present Agreement shall continue in effect indefinitely but eithe
the Contracting Governments may, on or before the 30th day of June n
* calendar year after the year 1947, give notice of termination to the 0
Contraeting Government and, in such event, the present Agreement shall

to be effective—

(a) in Canada, as respects income taxes, including sur-taxes, for @
taxation year ending in or after the calendar year next following tha
which such notice is given, and as respects excess profits tax for any
period beginning on or after the first day of January in the calendar b
next following that in which such notice is given and for the unexp
portion of any fiseal period current at that date;

(b) in the United Kingdom, as respeets income tax for any yea
assessment beginning on or after the 6th day of April in the calendar
next following that in which such notice is given; as respects sur-tax 10r 1
year of assessment beginning on or after the 6th day of April in the calen®
year in which such notice is given; and as respects excess profits ¢
national defence contribution for any chargeable accounting period begin "
on or after the first day of January in the calendar year next following 1’ |
in which such notice is given and for the unexpired portion of any charg“"™
accounting period current at that date.

(2) The termination of the present Agreement shall not have the effé¢
reviving any agreement or arrangement abrogated by the present Agreemel® -
by agreements previously concluded between the Contracting Governmen

In witness whereof the undersigned, duly authorized thereto, have
the present agreement and have affixed thereto: their seals.

Done at London, in duplicate, on the fifth day of June, one thousand 2
hundred and forty-six.

For the Government of the United Kingdom:
HUGH DALTON.

For the Government of Canada:
W. L. MACKENZIE KING.



