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CONVENTION

BETWEEN THE GOVERNMENT OF THE UNITED KINGDOM OF

GREAT ]BRITAIN AND NORTHERN IRELAND AND THE

GOVERNMENT OF CANADA FOR THE AVOIDANCE OF

DOUBLE TAXATION AND THE PREVENTION OF FISCAL

EVASION WITH RESPECT TO TAXES ON INCOME AND

CAPITAL GAINS

The Government of the United Kingdom of Great Britain and Northern
Ireland and the Government of Canada, desiring to conclude a Convention
for the avoidance of double taxation and the prevention of fiscal evasion
with respect to taxes on income and capital gains , have agreed as follows :

ARTICLE 1

Personal Scope

This Convention shall apply to persons who are residents of one or both
of the Contracting States.

ARTICLE 2

Taxes Covered

1. The taxes which are the subject of this Convention are:

(a) in Canada:

the income taxes which are imposed by the Government of Canada,
(hereinafter referred to as " Canadian tax ");

(b) in the United Kingdom of Great Britain and Northern Ireland :

the income tax, the corporation tax, the capital gains tax, the
petroleum revenue tax and the development land tax (hereinafter
referred to as " United Kingdom tax ").

2. The Convention shall apply also to any identical or substantially
similar taxes which are imposed after the date of signature of this Convention
in addition to, or in place of. the existing taxes by either Contracting State
or by the Government of any territory to which the present Convention is
extended under Article 26. The Contracting States shall notify each other
of changes which have been made in their respective taxation laws.

ARTICLE 3

General Definitions

1. In this Convention, unless the context otherwise requires:

(a) (i) the term "Canada" used in a geographical sense, means the
territory of Canada, including any area beyond the territorial
waters of Canada which is an area where Canada may, in
accordance with its national legislation and international law.

3



exercise sovereign rights with respect to the sea-bed and sub-soil
and their natural resources;

(ii) the term " United Kingdom " means Great Britain and Northern
Ireland, including any area outside the territorial sea of the
United Kingdom which in accordance with international law
has been or may be hereafter designated, under the laws of
the United Kingdom concerning the Continental Shelf, as an
area within which the rights of the United Kingdom with
respect to the sea-bed and sub-soil and their natural resources
may be exercised;

(b) the terms " a Contracting State " and " the other Contracting State "
mean, as the context requires, the United Kingdom or Canada;

(c) the term "person" comprises an individual, a company, any entity
treated as a unit for tax purposes or any other body of persons;

(d) the term " company " means any body corporate or any other entity
which is treated as a body corporate for tax purposes; in French, the
term " societe " also means a " corporation " within the meaning of
Canadian law;

(e) the terms " enterprise of a Contracting State " and " enterprise of the
other Contracting State " mean respectively an enterprise carried on by
a resident of a Contracting State and an enterprise carried on by a
resident of the other Contracting State;

the term " competent authority " means :

(i) in the case of Canada, the Minister of National Revenue or his
authorised representative;

(ii) in the case of the United Kingdom, the Commissioners of Inland
Revenue or their authorised representative;

(g) the term " tax " means United Kingdom tax or Canadian tax, as the
context requires;

(h) the term "national " means :
(i) in relation to the United Kingdom all citizens of the United

Kingdom and Colonies, British Subjects under Sections 2, 13(1)
or 16 of the British Nationality Act 1948, and British Subjects by
virtue of Section 1 of the British Nationality Act 1965, provided
they are patrial within the meaning of the Immigration Act 1971,
so far as these provisions are in force on the date of entry into
force of this Convention or have been modified only in minor
respects, so as not to affect their general character; and all legal
persons, partnerships, and associations deriving their status as
such from the law in force in the United Kingdom;

(ii) in relation to Canada, all citizens of Canada and all legal persons,
partnerships and associations deriving their status as such from
the law in force in Canada.

2. As regards the application of the Convention by a Contracting State
any term not otherwise defined shall, unless the context otherwise requires,
have the meaning which it has under the laws of that Contracting State
relating to the taxes which are the subject of the Convention.
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ARTICLE 4

Fiscal Domicile

1. For the purposes of this Convention, the term " resident of a
Contracting State " means any person who, under the law of that State,
is liable to taxation therein by reason of his domicile, residence, place of
management or any other criterion of a similar nature. But this term does
not include any person who is liable to tax in that Contracting State in
respect only of income from sources therein.

2. Where by reason of the provisions of paragraph 1 an individual is
a resident of both Contracting States, then his status shall be determined as
follows :

(a) he shall be deemed to be a resident of the Contracting State in which
he has a permanent home available to him. If he has a permanent
home available to him in both Contracting States, he shall be deemed
to be a resident of the Contracting State with which his personal and
economic relations are closer (centre of vital interests);

(b) if the Contracting State in which he has his centre of vital interests
cannot be determined, or if he has not a permanent home available
to him in either Contracting State, he shall be deemed to be a resident
of the Contracting State in which he has an habitual abode;

(c) if he has an habitual abode in both Contracting States or in neither of
them, he shall be deemed to be a resident of the Contracting State of
which he is a national;

(d) if he is a national of both Contracting States or of neither of them,
the competent authorities of the Contracting States shall settle the
question by mutual agreement.

3. Where by reason of the provisions of paragraph 1 a person other
than an individual is a resident of both Contracting States, the competent
authorities of the Contracting States shall by mutual agreement endeavour to
settle the question and to determine the mode of application of the Convention
to such person.

ARTICLE 5

Permanent Establishment

1. For the purposes of this Convention, the term " permanent establish-
ment " means a fixed place of business in which the business of the
enterprise is wholly or partly carried on.

2. The term " permanent establishment " shall include especially:

(a) a place of management:
(b) a branch;
(c) an office;
(d) a factory;

(e) a workshop;

(f) a mine, quarry or other place of extraction of natural resources;
(g) a building site or construction or assembly project which exists for

more than 12 months.
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3. The term " permanent establishment " shall not be deemed to include :

(a) the use of facilities solely for the purpose of storage, display or
delivery of goods or merchandise belonging to the enterprise;

(b) the maintenance of a stock of goods or merchandise belonging to the
enterprise solely for the purpose of storage, display or delivery;

(c) the maintenance of a stock of goods or merchandise belonging to
the enterprise solely for the purpose of processing by another
enterprise;

(d) the maintenance of a fixed place of business solely for the purpose of
purchasing goods or merchandise, or for collecting information, for the
enterprise;

(e) the maintenance of a fixed place of business solely for the purpose
of advertising, for the supply of information, for scientific research,
or for similar activities which have a preparatory or auxiliary character.
for the enterprise.

4. A person-other than an agent of an independent status to whom
paragraph 5 applies-acting in a Contracting State on behalf of an enterprise
of the other Contracting State shall be deemed to be a permanent establish-
ment in the first-mentioned State if he has, and habitually exercises in that
first-mentioned State, an authority to conclude contracts in the name of the
enterprise, unless his activities are limited to the purchase of goods or
merchandise for the enterprise.

5. An enterprise of a Contracting State shall not be deemed to have a
permanent establishment in the other Contracting State merely because it
carries on business in that other State through a broker, general commission
agent or any other agent of an independent status, where such persons are
acting in the ordinary course of their business.

6. The fact that a company which is a resident of a Contracting State
controls or is controlled by a company which is a resident of the other
Contracting State, or which carries on business in that other State (whether
through a permanent establishment or otherwise), shall not of itself constitute
either company a permanent establishment of the other.

ARTICLE 6

Income from Immovable Property

1. Income from immovable property, including income from agriculture
or forestry, may be taxed in the Contracting State in which such property is
situated.

2. For the purposes of this Convention, the term " immovable property."
shall be defined in accordance with the law of the Contracting State in which
the property in question is situated. The term shall in any case include
property accessory to immovable property, livestock and equipment used in
agriculture and forestry, rights to which the provisions of general law
respecting landed property apply, usufruct of immovable property and rights
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to variable or fixed payments as consideration for the working of, or the
right to work , mineral deposits , sources and other natural resources ; ships,
boats and aircraft shall not be regarded as immovable property.

3. The provisions of paragraph I shall apply to income derived from the
direct use , letting, or use in any other form of immovable property and to
profits from the alienation of such property.

4. The provisions of paragraphs I and 3 shall also apply to the income
from immovable property of an enterprise and to income from immovable
property used for the performance of professional services.

ARTICLE 7

Business Profits

1. The profits of an enterprise of a Contracting State shall be taxable
only in that State unless the enterprise carries on business in the other
Contracting State through a permanent establishment situated therein. If
the enterprise carries on or has carried on business as aforesaid, the profits
of the enterprise may be taxed in the other State but only so much of them
as is attributable to that permanent establishment.

2. Subject to the provisions of paragraph 3, where an enterprise of a
Contracting State carries on business in the other Contracting State through
a permanent establishment situated therein, there shall be attributed to that
permanent establishment profits which it might be expected to make if it were
a distinct and separate enterprise engaged in the same or similar activities
under the same or similar conditions and dealing wholly independently with
the enterprise of which it is a permanent establishment.

3. In the determination of the profits of a permanent establishment
situated in a Contracting State, there shall be allowed as deductions expenses
of the enterprise (other than expenses which would not be deductible under
the law of that State if the permanent establishment were a separate
enterprise) which are incurred for the purposes of the permanent establish-
ment including executive and general administrative expenses, whether
incurred in the State in which the permanent establishment is situated or
elsewhere.

4. Insofar as it has been customary in a Contracting State to determine
the profits to be attributed to a permanent establishment on the basis of an
apportionment of the total profits of the enterprise to its various parts,
nothing in paragraph 2 shall preclude that Contracting State from determining
the profits to be taxed by such an apportionment as may be customary; the
method of apportionment adopted shall, however, be such that the result
shall be in accordance with the principles embodied in this Article.

5. No profits shall be attributed to a permanent establishment by reason
of the mere purchase by that permanent establishment of goods or
merchandise for the enterprise.

6. For the purposes of the preceding paragraphs, the profits to be
attributed to the permanent establishment shall be determined by the same
method year by year unless there is good and sufficient reason to the contrary.
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7. Where profits include items of income which are dealt with separately
in other Articles of this Convention, the provisions of this Article shall not
prevent the application of the provisions of those other Articles with respect
to the taxation of such items of income.

ARTICLE 8

Shipping and Air Transport

1. Profits derived by an enterprise of a Contracting State from the
operation of ships or aircraft in international traffic shall be taxable only in
that State.

2. Notwithstanding the provisions of paragraph I and Article 7, profits
derived from the operation of ships used principally to transport passengers
or goods exclusively between places in a Contracting State may be taxed in
that State.

3. The provisions of paragraphs I and 2 shall also apply to profits
referred to in those paragraphs derived by an enterprise of a Contracting
State from its participation in a pool, a joint business or in an international
operating agency.

ARTICLE 9

Associated Enterprises

Where

(a) an enterprise of a Contracting State participates directly or indirectly
in the management , control or capital of an enterprise of the other
Contracting State, or

(b) the same persons participate directly or indirectly in the management,
control or capital of an enterprise of a Contracting State and an
enterprise of the other Contracting State,

and in either case conditions are made or imposed between the two enter-
prises in their commercial or financial relations which differ from those
which would be made between independent enterprises, then any income,
deductions, receipts or outgoings which would, but for those conditions, have
been attributed to one of the enterprises, but, by reason of those conditions,
have not been so attributed, may be taken into account in computing the
profits or losses of that enterprise and taxed accordingly.

ARTICLE 10

Dividends

1. Dividends paid by a company which is a resident of Canada to a

resident of the United Kingdom may be taxed in the United Kingdom. Such
dividends may also be taxed in Canada, and according to the laws of
Canada, but provided that the beneficial owner of the dividends is a
resident of the United Kingdom the tax so charged shall not exceed 15 per
cent of the gross amount of the dividends.
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2. Dividends paid by a company which is a resident of the United
Kingdom to a resident of Canada may be taxed in Canada. Such dividends
may also be taxed in the United Kingdom, and according to the laws of the
United Kingdom, but provided that the beneficial owner of the dividends
is a resident of Canada the tax so charged shall not exceed 15 per cent of
the gross amount of the dividends.

3. However, as long as an individual resident in the United Kingdom
is entitled to a tax credit in respect of dividends paid by a company resident
in the United Kingdom, the following provisions of this paragraph shall
apply instead of the provisions of paragraph 2 of this Article:

(a) (i) Dividends paid by a company which is a resident of the United
Kingdom to a resident of Canada may be taxed in Canada.

(ii) Where a resident of Canada is entitled to a tax credit in respect
of such a dividend under sub-paragraph (b) of this paragraph,
tax may also be charged in the United Kingdom and according to
the laws of the United Kingdom, on the aggregate of the amount
or value of that dividend and the amount of that tax credit at a
rate not exceeding 15 per cent.

(iii) Except as provided in sub-paragraph (a)(ii) of this paragraph.
dividends paid by a company which is a resident of the United
Kingdom to a resident of Canada who is the beneficial owner of
those dividends shall be exempt from any tax which is chargeable
in the United Kingdom on dividends.

(b) A resident of Canada who receives a dividend from a company which
is a resident of the United Kingdom shall, subject to the provisions of
sub-paragraph (c) of this paragraph and provided he is the beneficial
owner of the dividend, be entitled to the tax credit in respect thereof
to which an individual resident in the United Kingdom would have
been entitled had he received that dividend, and to payment of any
excess of such credit over his liability to United Kingdom tax.

(c) The provisions of sub-paragraph (b) of this paragraph shall not apply
where the beneficial owner of the dividend is a company which, either
alone or together with one or more associated companies, controls
directly or indirectly at least 10 per cent of the voting power in the
company paying the dividend. For the purposes of this sub-para-
graph two companies shall be deemed to be associated if one is
controlled directly or indirectly by the other or both are controlled
directly or indirectly by a third company.

4. The term "dividends" as used in this Article means income from
shares. "jouissance " shares or " jouissance " rights, mining shares, founders'
shares or other rights not being debt-claims, participating in profits, as well
as income assimilated to or treated in the same way as income from shares
by the taxation law of the State of which the company making the payment
is a resident.

5. The provisions of paragraphs 1, 2 and 3 shall not apply if the
recipient of the dividends, being a resident of a Contracting State. carries on
business in the other Contracting State of which the company paying the
dividends is a resident, through a permanent establishment situated therein.
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or performs in that other State professional services from a fixed base
situated therein, and the holding in respect of which the dividends are paid is
effectively connected with such permanent establishment or fixed base.
In such a case , the provisions of Article 7 or Article 14, as the case may be,
shall apply.

6. Where a company is a resident of only one Contracting State, the -
other Contracting State may not impose any tax on the dividends paid by
the company , except insofar as such dividends are paid to a resident of that
other State or insofar as the holding in respect of which the dividends are
paid is effectively connected with a permanent establishment or a fixed base
situated in that other State, nor subject the company's undistributed profits
to a tax on undistributed profits, even if the dividends paid or the undistri-
buted profits consist wholly or partly of profits or income arising in such
other State.

7. If a resident of Canada does not bear Canadian tax on dividends
derived from a company which is a resident of the United Kingdom and
owns 10 per cent or more of the class of shares in respect of which the divi-
dends are paid, then neither paragraph 2 nor 3 shall apply to the dividends
to the extent that they can have been paid only out of profits which the
company paying the dividends earned or other income which it received in a
period ending twelve months or more before the relevant date . For the
purposes of this paragraph the term " relevant date " means the date on which
the beneficial owner of the dividends became the owner of 10 per cent or
more of the class of shares referred to above.

Provided that this paragraph shall not apply if the shares were acquired
for bona fide commercial reasons and not primarily for the purpose of
securing the benefit of this Article.

ARTICLE 11

Interest

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

2. However, such interest may be taxed in the Contracting State in
which it arises , and according to the law of that State ; but if the recipient
is the beneficial owner of the interest , the tax so charged shall not exceed
15 per cent of the gross amount of the interest.

3. Notwithstanding the provisions of paragraph 2 of this Article,

(a) interest arising in the United Kingdom and paid to a resident of
Canada shall be taxable only in Canada if it is paid in respect of a
loan made, guaranteed or insured , or a credit extended , guaranteed
or insured by the Export Development Corporation; and

(b) interest arising in Canada and paid to a resident of the United
Kingdom shall be taxable only in the United Kingdom if it is paid in
respect of a loan made , guaranteed or insured , or a credit extended,
guaranteed or insured by the United Kingdom Export Credits
Guarantee Department.
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4. (a) Notwithstanding the provisions of paragraph 2 of this Article
interest arising in Canada and paid in respect of a bond, debenture
or other similar obligation of the Government of Canada or of a
political subdivision or local authority thereof shall, provided
that the interest is beneficially owned by a resident of the United
Kingdom, be taxable only in the United Kingdom;

(b) Notwithstanding the provisions of Article 29 Canada may, on or
before the thirtieth day of June in any calendar year give to the
United Kingdom notice of termination of this paragraph and in
such event this paragraph shall cease to have effect in respect of
interest paid on obligations issued after 31 December of the
calendar year in which the notice is given.

5. The term " interest " as used in this Article means income from debt-
claims of every kind, whether or not secured by mortgage, and whether or
not carrying a right to participate in the debtor's profits, and in particular
income from government securities and income from bonds or debentures
including premiums and prizes attaching to bonds or debentures, as well as
income assimilated to income from money lent by the taxation law of the
State in which the income arises . However, the term " interest " does not
include income dealt with in Article 10.

6. The provisions of paragraphs 1, 2 and 4 of this Article shall not
apply if the recipient of the interest, being a resident of a Contracting State,
carries on business in the other Contracting State in which the interest
arises through a permanent establishment situated therein , or performs in
that other State professional services from a fixed base situated therein, and
the debt-claim in respect of which the interest is paid is effectively connected
with such permanent establishment or fixed base. In such a case, the
provisions of Article 7 or Article 14, as the case may be, shall apply.

7. Interest shall be deemed to arise in a Contracting State when the
payer is that State itself, a political subdivision, a local authority or a
resident of that State. Where, however, the person paying the interest
whether he is a resident of a Contracting State or not , has in a Contracting
State a permanent establishment in connection with which the indebtedness
on which the interest is paid was incurred, and that interest is home by that
permanent establishment, then such interest shall be deemed to arise in the
Contracting State in which the permanent establishment is situated.

8. Where, owing to a special relationship between the payer and the
person deriving the interest or between both of them and some other person
the amount of the interest paid exceeds for whatever reason the amount which
would have been paid in the absence of such relationship, the provisions of
this Article shall apply only to the last-mentioned amount. In that case, the
excess part of the payments shall remain taxable according to the law of
each Contracting State, due regard being had to the other provisions of this
Convention.

9. Any provision in the law of a Contracting State relating only to
interest paid to a non-resident company shall not operate so as to require
such interest paid to a company which is a resident of the other Contracting
State to be treated as a distribution of the company paying such interest.
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The preceding sentence shall not apply to interest paid to a company which
is a resident of a Contracting State in which more than 50 per cent of the
voting power is controlled, directly or indirectly, by a person or persons
resident in the other Contracting State.

10. The provisions of paragraph 2 of this Article shall not apply to
interest where the beneficial owner of the interest-

(a) does not bear tax in respect thereof in Canada; and

(b) sells (or makes a contract to sell) the holding from which the interest
is derived within three months of the date on which such beneficial
owner acquired that holding.

ARrtct.n 12

Royalties

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

2. However, such royalties may be taxed in the Contracting State in
which they arise, and according to the law of that State; but if the recipient
is the beneficial owner of the royalties the tax so charged shall not exceed
10 per cent of the gross amount of the royalties.

3. Notwithstanding the provisions of paragraph 2, copyright royalties
and other like payments in respect of the production or reproduction of any
literary, dramatic, musical or artistic work (but not including royalties in
respect of motion picture films and works on film or videotape for use in
connection with television) arising in a Contracting State and beneficially
owned by a resident of the other Contracting State shall be taxable only in
that other State.

4. The term " royalties " as used in this Article means payments of any
kind received as a consideration for the use of, or the right to use, any
copyright, patent, trade mark, design or model, plan, secret formula or
process, or for the use of, or the right to use, industrial, commercial or
scientific equipment, or for information concerning industrial, commercial
or scientific experience, and includes payments of any kind in respect of
motion picture films and works on film or videotape for use in connection
with television.

5. The provisions of paragraphs 1, 2 and 3 shall not apply if the recipient
of the royalties, being a resident of a Contracting State, carries on business
in the other Contracting State in which the royalties arise through a permanent
establishment situated therein, or performs in that other State professional
services from a fixed base situated therein, and the right or property in respect
of which the royalties are paid is effectively connected with such permanent
establishment or fixed base. In such a case, the provisions of Article 7 or
Article 14, as the case may be, shall apply.

6. Royalties shall be deemed to arise in a Contracting State when the
payer is that State itself, a political subdivision, a local authority or a resident
of that State. Where, however, the person paying the royalties, whether he
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is a resident of a Contracting State or not, has in a Contracting State a
permanent establishment in connection with which the obligation to pay the
royalties was incurred, and those royalties are home as such by that
permanent establishment, then such royalties shall be deemed to arise in the
Contracting State in which the permanent establishment is situated.

7. Where, owing to a special relationship between the payer and the
person deriving the royalties or between both of them and some other
person, the amount of the royalties paid exceeds for whatever reason the
amount which would have been paid in the absence of such relationship,
the provisions of this Article shall apply only to the last-mentioned amount.
In that case, the excess part of the payments shall remain taxable according
to the law of each Contracting State, due regard being had to the other
provisions of this Convention.

ARTICLE 13

Capital Gains

1. Gains from the alienation of immovable property may be taxed in
the Contracting State in which such property is situated.

2. Gains from the alienation of movable property forming part of the
business property of a permanent establishment which an enterprise of a
Contracting State has in the other Contracting State or of movable property
pertaining to a fixed base available to a resident of a Contracting State in
the other Contracting State for the purpose of performing professional
services, including such gains from the alienation of such a permanent
establishment (alone or together with the whole enterprise) or of such a
fixed base may be taxed in the other State. However, gains derived by a
resident of a Contracting State from the alienation of ships and aircraft
operated in international traffic and movable property pertaining to the
operation of such ships and aircraft, shall be taxable only in that Contracting
State.

3. Gains from the alienation of :
(a) any right, license or privilege to explore for, drill for, or take petroleum,

natural gas or other related hydrocarbons situated in a Contracting
State or

(b) any right to assets to be produced in a Contracting State by the
activities referred to in sub-paragraph (a) above or to interests in or to
the benefit of such assets situated in a Contracting State,

may be taxed in that State.

4. Gains from the alienation of

(a) shares, other than shares quoted on an approved stock exchange,
deriving their value or the greater part of their value directly or
indirectly from immovable property situated in a Contracting State or
from any right referred to in paragraph 3 of this Article, or

(b) an interest in a partnership or trust the assets of which consist
principally of immovable property situated in a Contracting State, of
rights referred to in paragraph 3 of this Article, or of shares referred
to in sub-paragraph (a) above.

may be taxed in that State.
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5. For the purposes of paragraph 4 of this Article " an approved stock
exchange " means a stock exchange prescribed for the purposes of the
Canadian Income Tax Act or a recognised stock exchange within the meaning
of the United Kingdom Corporation Tax Acts.

6. Gains from the alienation of any property, other than those mentioned
in paragraphs 1, 2, 3 and 4 shall be taxable only in the Contracting State of
which the alienator is a resident.

7. The provisions of paragraph 6 of this Article shall not affect the
right of a Contracting State to tax, according to its domestic law, gains derived
by an individual resident in the other Contracting State from the alienation
of any property, if the alienator:

(a) is a national of the first-mentioned Contracting State or was a resident
of that State for 15 years or more prior to the alienation of the
property and

(b) was a resident of the first-mentioned Contracting State at any time
during the five years immediately preceding such alienation.

ARTICLE 14

Professional Services

1. Income derived by a resident of a Contracting State in respect of
professional services or other independent activities of a similar character
shall be taxable only in that State unless he has a fixed base regularly
available to him in the other Contracting State for the purpose of performing
his activities. If he has such a fixed base, the income may be taxed in the
other Contracting State but only so much of it as is attributable to that fixed
base.

2. The term " professional services " includes independent scientific,
literary, artistic, educational or teaching activities as well as the independent
activities of physicians, lawyers, engineers, architects, dentists and
accountants.

ARTICLE 15

Dependent Personal Services

1. Subject to the provisions of Articles 17 and 18, salaries, wages and
other similar remuneration derived by a resident of a Contracting State in
respect of an employment shall be taxable only in that State unless the
employment is exercised in the other Contracting State. If the employment
is so exercised, such remuneration as is derived therefrom may be taxed in
that other State.

2. Notwithstanding the provisions of paragraph 1, remuneration derived
by a resident of a Contracting State in respect of an employment exercised
in the other Contracting State shall be taxable only in the first-mentioned
State if :

(a) the recipient is present in the other State for a period or periods not
exceeding in the aggregate 183 days in the calendar year concerned,
and
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(b) the remuneration is paid by, or on behalf of, an employer who is not
a resident of the other State, and

(c) the remuneration is not borne by a permanent establishment or a
fixed base which the employer has in the other State.

3. Notwithstanding the preceding provisions of this Article, remunera-
tion in respect of an employment exercised aboard a ship or aircraft operated
in international traffic may be taxed in the Contracting State in which the
place of effective management of the enterprise is situated.

4. In relation to remuneration of a director of a company derived from
the company the preceding provisions of this Article shall apply as if the
remuneration were remuneration of an employee in respect of employment,
and as if references to employer were references to the company.

ARTICLE 16

Artistes and Athletes

1. Notwithstanding the provisions of Articles 7, 14 and 15, income
derived by entertainers, such as theatre, motion picture, radio or television
artistes, and musicians, and by athletes, from their personal activities as such
may be taxed in the Contracting State in which these activities are exercised.

2. Where income in respect of personal activities as such of an enter-
tainer or athlete accrues not to that entertainer or athlete himself but to
another person, that income may, notwithstanding the provisions of Articles
7. 14 and 15, be taxed in the Contracting State in which the activities of the
entertainer or athlete are exercised.

3. The provisions of paragraphs 1 and 2 shall not apply:

(a) to income derived from activities performed in a Contracting State
by entertainers or athletes if the visit to that Contracting State is
wholly or substantially supported by public funds;

(b) to a non-profit making organization no part of the income of which is
payable, or is otherwise available for the personal benefit of, any
proprietor, member or shareholder thereof; or

(c) to an entertainer or athlete in respect of services provided to an
organization referred to in sub-paragraph (b).

ARTICLE 17

Pensions and Annuities

1. Pensions and annuities arising in a Contracting State and paid to a
resident of the other Contracting State may be taxed in that other State.
However, such pensions and annuities may also be taxed in the first-
mentioned Contracting State but only to the extent that the total amount
thereof paid in any year of assessment or taxation year to the resident of the
other Contracting State exceeds ten thousand Canadian dollars ($10,000)
or five thousand pounds sterling (£5,000), whichever is the greater. However,
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the tax so charged in the first-mentioned Contracting State shall not exceed
the tax chargeable on such pensions and annuities in the other Contracting
State.

2. Notwithstanding the provisions of paragraph 1 of this Article,
pensions paid out of public funds of the United Kingdom or Northern Ireland
or of the funds of any local authority in the United Kingdom to any
individual in respect of services rendered to the Government of the United
Kingdom or Northern Ireland or a local authority in the United Kingdom in
the discharge of functions of a governmental nature may be taxed in the
United Kingdom.

3. The term "annuity" means a stated sum payable periodically at
stated times during life or during a specified or ascertainable period of time
under an obligation to make the payments in return for adequate and full
consideration in money or money's worth, but does not include payments of
any kind under an income -averaging annuity contract.

4. Notwithstanding any other provision of this Convention, alimony
and similar payments arising in a Contracting State and paid to a resident of
the other Contracting State who is the beneficial owner thereof shall be
taxable only in that other State.

ARTICLE 18

Government Service

1. (a) Remuneration, other than a pension, paid by a Contracting State
or a political subdivision or a local authority thereof to any
individual in respect of services rendered to that State or sub-
division or local authority thereof shall be taxable only in that
State.

(b) However, such remuneration shall be taxable only in the other
Contracting State if the services are rendered in that State and the
recipient is a resident of that State who :

(i) is a national of that State; or

(ii) did not become a resident of that State solely for the purpose
of performing the services.

2. This Article shall not apply to remuneration in respect of services
rendered in connection with any trade or business carried on by one of the
Contracting States or a political subdivision or a local authority thereof.

3. In this Article, the term " political subdivision " shall, in relation to
the United Kingdom, include Northern Ireland.

ARTICLE 19

Students

Payments which a student, apprentice or business trainee who is or was
immediately before visiting one of the Contracting States a resident of a
Contracting State and who is present in the other Contracting State solely for
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the purpose of his education or training receives for the purpose of his
maintenance, education or training shall not be taxed in that other State,
provided that such payments are made to him from sources outside that other
State.

ARTICLE 20

Estates and Trusts

1. Income received from an estate or trust resident in Canada by a
resident of the United Kingdom who is the beneficial owner thereof may be
taxed in Canada according to its law, but the tax so charged shall not exceed
15 per cent of the gross amount of the income.

2. The provisions of paragraph 1 of this Article shall not apply if the
recipient of the income, being a resident of the United Kingdom, carries
on business in Canada through a permanent establishment situated therein,
or performs in Canada professional services from a fixed base situated
therein, and the right or interest in the estate or trust in respect of which the
income is paid is effectively connected with such permanent establishment or
fixed base. In such a case, the provisions of Article 7 or Article 14, as the
case may be, shall apply.

ARTICLE 21

Elimination of Double Taxation

1. In the case of Canada, double taxation shall be avoided as follows:

(a) Subject to the existing provisions of the law of Canada regarding the
deduction from tax payable in Canada of tax paid in a territory
outside Canada and to any subsequent modification of those
provisions-which shall not affect the general principle hereof-and
unless a greater deduction or relief is provided under the laws of
Canada, tax payable in the United Kingdom on profits, income or
gains arising in the United Kingdom shall be deducted from any
Canadian tax payable in respect of such profits, income or gains.

(b) Subject to the existing provisions of the law of Canada regarding the
determination of the exempt surplus of a foreign affiliate and to any
subsequent modification of those provisions-which shall not affect
the general principle hereof-for the purpose of computing Canadian
tax, a company resident in Canada shall be allowed to deduct in
computing its taxable income any dividend received by it out of the
exempt surplus of a foreign affiliate resident in the United Kingdom:

The terms " foreign affiliate " and " exempt surplus " shall have the
meaning which they have under the Income Tax Act of Canada.

2. In the case of the United Kingdom, double taxation shall be
avoided as follows: subject to the provisions of the law of the United
Kingdom regarding the allowance as a credit against United Kingdom
tax of tax payable in a territory outside the United Kingdom (which shall
not affect the general principle hereof):

(a) tax payable under the laws of Canada and in accordance with this
Convention, whether directly or by deduction, on profits, income or
chargeable gains from sources within Canada (excluding in the case
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of a dividend, tax payable in respect of the profits out of which the
dividend is paid) shall be allowed as a credit against any United
Kingdom tax computed by reference to the same profits, income or
chargeable gains by reference to which the Canadian tax is computed;
and

(b) in the case of a dividend paid by a company which is a resident of
Canada to a company which is resident in the United Kingdom and
which controls directly or indirectly at least 10 per cent of the
voting power in the Canadian company, the credit shall take into
account (in addition to any tax creditable under (a)) tax payable
under the laws of Canada by the company in respect of the profits
out of which such dividend is paid.

3. For the purposes of paragraphs 1 and 2 of this Article, income,
profits and capital gains owned by a resident of a Contracting State which
are taxed in the other Contracting State in accordance with this Convention
shall be deemed to arise from sources in that other Contracting State.

ARTICLE 22

Non-Discrimination

1. The nationals of a Contracting State shall not be subjected in the
other Contracting State to any taxation or any requirement connected
therewith which is other or more burdensome than the taxation and connected
requirements to which nationals of that other State in the same circumstances
are or may be subjected.

2. The taxation on a permanent establishment which an enterprise of a
Contracting State has in the other Contracting State shall not be less
favourably levied iii that other State than the taxation levied on enterprises
of that other State carrying on the same activities. This provision shall not be
construed as obliging either Contracting State to grant to individuals not
resident in its territory those personal allowances and reliefs for tax purposes
which are by law available only to individuals who are so resident.

3. Subject to the provisions of paragraph 4 of this Article, nothing in
this Convention shall be construed as preventing a Contracting State from
imposing on the earnings attributable to a permanent establishment in that
State of a company which is a resident of the other Contracting State, tax in
addition to the tax which would be chargeable on the earnings of a company
which is a resident of the first-mentioned State, provided that the rate of any
additional tax so imposed shall not exceed the lesser of :

(a) 15 per cent of the amount of such earnings which have not been
subjected to such additional tax in previous taxation years, and

(b) the rate specified in respect of such additional tax in any agreement
or convention entered into by Canada with any third State.

For the purposes of this provision, the term " earnings " means an amount
not in excess of the profits attributable to a permanent establishment in a
Contracting State in a year and previous years after deducting therefrom all
taxes, other than the additional tax referred to herein, imposed on such
profits in that State.
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4. The provisions of paragraph 3 of this Article shall not apply where
the profits attributable to a permanent establishment in a year or previous
years do not exceed in the aggregate 500,000 Canadian dollars or 250,000
pounds sterling, whichever is the greater.

5. In this Article, the term "taxation" means taxes which are the
subject of this Convention.

ARTICLE 23

Mutual Agreement Procedure

1. Where a resident of a Contracting State considers that the actions
of one or both of the Contracting States result or will result for him in
taxation not in accordance with this Convention, he may, without prejudice
to the remedies provided by the national laws of those States, address to the
competent authority of the Contracting State of which he is a resident an
application in writing stating the grounds for claiming the revision of such
taxation.

2. The competent authority referred to in paragraph I shall endeavour,
if the objection appears to it to be justified and if it is not itself able to
arrive at an appropriate solution, to resolve the case by mutual agreement
with the competent authority of the other Contracting State, with a view to
the avoidance of taxation not in accordance with the Convention.

3. The competent authorities of the Contracting States shall endeavour
to resolve by mutual agreement any difficulties or doubts arising as to the
interpretation or application of the Convention. In particular, the competent
authorities of the Contracting States may reach agreement on :

(a) the same attribution of profits to a resident of a Contracting State
and its permanent establishment situated in the other Contracting
State;

(b) the same allocation of income between a resident of a Contracting
State and any associated person provided for in Article 9.

ARTICLE 24

Exchange of Information

The competent authorities of the Contracting States shall exchange such
information (being information which is at their disposal under their
respective taxation laws in the normal course of administration) as is
necessary for the carrying out of the provisions of this Convention or for the
prevention of fraud or for the administration of statutory provisions against
legal avoidance in relation to the taxes which are the subject of this Con-
vention. Any information so exchanged shall be treated as secret and shall
not be disclosed to persons other than persons (including a court or
administrative tribunal) concerned with the assessment, collection or
enforcement in respect of the taxes which are the subject of this Convention.
No information as aforesaid shall be exchanged which would disclose any
trade, business, industrial or professional secret or trade process.
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ARTICLE 25

Diplomatic and Consular Officials

1. Nothing in this Convention shall affect the fiscal privileges of members
of diplomatic or consular missions under the general rules of international law
or under the provisions of special agreements.

2. This Convention shall not apply to International Organizations, to
organs or officials thereof and to persons who are members of a diplomatic
or permanent mission or consular post of a third State, being present in a
Contracting State and not treated in either Contracting State as residents in
respect of taxes on income or capital gains.

ARTICLE 26

Extension

1. This Convention may be extended, either in its entirety or with
modifications to any territory for whose international relations either of the
Contracting States is responsible, and which imposes taxes substantially
similar in character to those which are the subject of this Convention and any
such extension shall take effect from such date and subject to such modi-
fications and conditions (including conditions as to termination) as may be
specified and agreed between the Contracting States in notes to be exchanged
for this purpose.

2. The termination of this Convention under Article 29 shall, unless
otherwise expressly agreed by both Contracting States, terminate the
application of this Convention to any territory to which it has been extended
under this Article.

ARTICLE 27

Miscellaneous Rules

1. The provisions of this Convention shall not be construed to restrict in
any manner any exclusion, exemption, deduction, credit or other allowance
now or hereafter accorded by the laws of a Contracting State in the deter-
mination of the tax imposed by that Contracting State.

2. Where under any provision of this Convention any person is relieved
from tax in a Contracting State on certain income and, under the law in
force in the other Contracting State, that person is subject to tax in that
other State in respect of that income by reference to the amount thereof which
is remitted to or received in that other State, the relief from tax to be allowed
under this Convention in the first-mentioned State shall apply only to the
amounts so remitted or received.

3. Nothing in this Convention shall be construed as preventing Canada
from imposing a tax on amounts included in the income of a resident of
Canada by virtue of the provisions of section 91 of the Canadian Income
Tax Act, so far as they are in force on the date of entry into force of this
Convention, or have been modified only in minor respects, so as not to affect
their general character.

A
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4. The aggregate of the amount or value of the dividend and the amount
of the tax credit referred to in paragraph 3(b) of Article 10 of this Convention
shall be treated as a dividend for Canadian income tax purposes.

S. Each of the Contracting States will endeavour to collect on behalf of
the other Contracting State such amounts as may be necessary to ensure
that relief granted by this Convention from taxation imposed by that other
State does not enure to the benefit of persons not entitled thereto. However,
nothing in this paragraph shall be construed as imposing on either of the
Contracting States the obligation to carry out administrative measures of a
different nature from those used in the collection of its own tax or which
would be contrary to its public policy.

6. The competent authorities of the Contracting States may communicate
with each other directly for the purpose of applying this Convention.

ARTICLE 28

Entry into Force

1. The Convention shall come into force on the date when the last of all
such things shall have been done in the United Kingdom and Canada as are
necessary to give the Convention the force of law in the United Kingdom and
Canada respectively(`) and shall thereupon have effect:

(a) in Canada :

(i) in respect of tax withheld at the source on amounts paid or
credited to non-residents on or after 1 January 1976;

(ii) in respect of other Canadian taxes, for the 1976 taxation year and
subsequent years;

(b) in the United Kingdom :

(i) in relation to any dividend to which paragraph 3 of Article 10
applies in respect of income tax and payment of tax credit, for
any year of assessment beginning on or after 6 April 1973. A
dividend paid on or after 1 April 1973 but before 6 April 1973
shall be treated for tax credit purposes as paid on 6 April 1973;

(ii) in relation to any other provision of this Convention, in respect
of income tax and capital gains tax, for any year of assessment
beginning on or after 6 April 1976;

(iii) in respect of corporation tax, for any financial year beginning on
or after 1 April 1976;

(iv) in respect of petroleum revenue tax for any chargeable period
beginning on or after 1 January 1976;

(v) in respect of development land tax, for any realised development
value accruing on or after 1 August 1976.

2. The Governments of the Contracting States shall, as soon as possible,
inform one another in writing of the date when the last of all such things
have been done as are necessary to give the Convention the force of law in
the United Kingdom and Canada respectively. The date specified by the last

(9 The Convention entered into force on 17 December 1980.
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Government to fulfil this requirement, being the date on which the Convention
shall come into force in accordance with paragraph 1, shall be confirmed in
writing by the Government so notified.

3. Subject to the provisions of paragraph 4 of this Article the existing
Agreement shall cease to have effect as respects taxes to which this Convention
applies in accordance with the provisions of paragraph I of this Article.

4. Where, however, any greater relief from tax would have been afforded
by any provision of the existing Agreement than is due under this Convention
any such provision as aforesaid shall continue to have effect-

(a) in the United Kingdom for any year of assessment, chargeable period
or financial year;

(b) in Canada for any taxation year;

beginning before the entry into force of this Convention.

S. The existing Agreement shall terminate on the last date on which it
has effect in accordance with the foregoing provisions of this Article.

6. The termination of the existing Agreement as provided in paragraph 5
of this Article shall not revive the Agreement between the Government of
Canada and the Government of the United Kingdom of Great Britain and
Northern Ireland for the Avoidance of Double Taxation with respect to
certain classes of Income signed at Ottawa on 6 December 1965.0) Upon the
entry into force of this Convention that Agreement shall terminate.

7. In this Article the term " the existing Agreement " means the
Agreement between the Government of Canada and the Government of 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 and Capital Gains signed at Ottawa on 12 December 1966.0)

ARTICLE 29

Termination

This Convention shall continue in effect indefinitely but the Government
of either Contracting State may, on or before 30 June in any calendar year
after the year 1980 give notice of termination to the Government of the other
Contracting State and, in such event, this Convention shall cease to be
effective :

(a) in Canada :

(i) in respect of tax withheld at the source on amounts paid or
credited to non-residents on or after 1 January in the calendar
year next following that in which the notice is given; and

(ii) in respect of other Canadian taxes for any taxation year ending
in or after the calendar year next following that in which the
notice is given;

(2) Treaty Series No. 18 (1966), Cmnd. 3033.
(3) Treaty Series No. 32 (1967), Cmnd. 3283.
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(b) in the United Kingdom :

(i) in respect of income tax and capital gains tax for any year of
assessment beginning on or after 6 April in the calendar year next
following that in which such notice is given;

(ii) in respect of corporation tax, for any financial year beginning on
or after 1 April in the calendar year next following that in which
such notice is given;

(iii) in respect of petroleum revenue tax for any chargeable period
beginning on or after 1 January in the calendar year next following
that in which such notice is given;

(iv) in respect of development land tax, for any realised development
value accruing on or after I April in the calendar year next
following that in which such notice is given.

In witness whereof the undersigned, duly authorized thereto, have signed
this Convention.

Done in duplicate at London, this 8th day of September 1978, in the
English and French languages, both texts being equally authoritative.

For the Government of the United Kingdom of Great Britain and
Northern Ireland:

FRANK JUDD

For the Government of Canada:

PAUL MARTIN



CONVENTION
ENTRE LE GOUVERNEMENT DU ROYAUME-UNI DE
GRANDE-BRETAGNE ET D'IRLANDE DU NORD ET LE

GOUVERNEMENT DU CANADA TENDANT A EVITER LES
DOUBLES IMPOSITIONS ET A PREVENIR L'EVASION

FISCALE EN MATIERE D'IMPOTS SUR LE REVENU ET LES
GAINS EN CAPITAL

Le Gouvernement du Royaume-Uni de Grande-Bretagne et d'Irlande du
Nord et le Gouvernement du Canada, desireux de conclure une Convention
tendant a eviter les doubles impositions et a prevenir 1'evasion fiscale en
matiPre d'imp6ts sur le revenu et les gains en capital, sent convenus des
dispositions suivantes:

ARTICLE I

Personnes visees

La presente Convention s'applique aux personnes qui sent des residents
d'un Etat contractant ou de chacun des deux Etats.

ARTICLE 2

Impfits vises

1. Les imp6ts qui font l'objet de la presente Convention sent:

a) an Canada :

les imp6ts sur le revenu qui sont pergus par le Gouvernement du
Canada (ci-apres denommes " imp6t canadien ");

b) au Royaume-Uni de Grande-Bretagne et d'Irlande du Nord:

l'imp6t sur le revenu, 1'imp6t sur les societes, l'imp6t sur les gains en
capital, l'imp6t sur les revenus petroliers et l'imp6t foncier d'amen-
agement (ci-apres d€nommes " imp6t du Royaume-Uni ").

2. La Convention s'applique aussi aux imp6ts de nature identique on
analogue que l'un des Etats contractants ou le Gouvernement de I'un des
territoires auxquels la presente Convention aurait ete etendue conformement
a Particle 26 ajouterait ou substituerait aux imp6ts actuels apres la date de
signature de la presente Convention. Les Etats contractants se communi-
quent les modifications apportees a leurs legislations fiscales respectives.

ARTICLE 3

Definitions generales

1. An sens de la presente Convention, a moins que le contexte n'exige
une interpretation difference:

a) (i) le terme " Canada ", employe dans un sens geographique, design
le territoire du Canada, y compris toute region situee au-dela
des eaux territoriales du Canada sur laquelle le Canada peut,
conformement a sa legislation nationale et au droit international,
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PROTOCOL
AMENDING THE CONVENTION BETWEEN THE GOVERNMENT

OF THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND AND THE GOVERNMENT OF CANADA
FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE

PREVENTION OF FISCAL EVASION WITH RESPECT TO

TAXES ON INCOME AND CAPITAL GAINS,

SIGNED AT LONDON ON S SEPTEMBER 1978

The Government of the United Kingdom of Great Britain and Northern
Ireland and the Government of Canada;

Desiring to conclude a Protocol to amend the Convention between the
Contracting Governments for the avoidance of double taxation and the
prevention of fiscal evasion with respect to taxes on income and capital gains,
signed at London on 8 September 1978 (hereinafter referred to as " the
Convention ";

Have agreed as follows:

ARTICLE I

The following new paragraph shall be inserted immediately after
paragraph 4 of Article 15 of the Convention:

"5. Where under the law of a Contracting State tax is required to
be deducted and is so deducted from salaries , wages and other similar
remuneration derived in respect of an employment exercised. in that
Contracting State, tax shall not be deducted therefrom on behalf of the
other Contracting State."

ARTICLE II

Paragraph 1 of Article 17 of the Convention shall be deleted and replaced
by the following:

" 1. Pensions and annuities arising in a Contracting State and paid
to a resident of the other Contracting State may be taxed in that other
State . However, such pensions and annuities may also be taxed in the
first-mentioned Contracting State, but of the total amount thereof paid
in any year of assessment or taxation year to a resident of the other
Contracting State that first - mentioned Contracting State shall exempt from
tax ten thousand Canadian dollars ($ 10,000) or five thousand pounds
sterling (£5,000), whichever is the greater . For the purposes of this
paragraph the term " pensions " does not include lump sum payments out
of a pension plan."

ARTICLE III

Paragraphs 3 and 4 of Article 22 of the Convention shall be deleted and
replaced by the following:

" 3. Nothing in this Convention shall be construed as preventing a
Contracting State from imposing on the earnings attributable to permanent
establishments in that State of a company which is a resident of the other
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Contracting State, tax in addition to the tax which would be chargeable
on the earnings of a company which is a resident of the first-mentioned
State, provided that the rate of any additional tax so imposed shall not
exceed 15 per cent of the amount of such earnings which have not been
subjected to such additional tax in previous taxation years.

4. For the purpose of paragraph 3 of this Article, the term
,,earnings" means the profits attributable to permanent establishments
in a Contracting State (including gains from the alienation of property
forming part of the business property of such permanent establishments)
in a year and previous years after deducting therefrom :

(a) business losses attributable to such permanent establishments
(including losses from the alienation of property forming part of
the business property of such permanent establishments) in such
year and previous years; and

(b) all taxes, other than the additional tax referred to in paragraph 3
of this Article, imposed on such profits in that State; and

(c) the profits reinvested in that State, provided that where that State
is Canada, the amount of such deduction shall be determined in
accordance with the existing provisions of the law of Canada
regarding the computation of the allowance in respect of investment
in property in Canada, and any subsequent modification of those
provisions which shall not affect the general principle thereof; and

(d) five hundred thousand Canadian dollars ($500,000), or two hundred
and fifty thousand pounds sterling (£250,000), whichever is the
greater, less any amount deducted in that State under this sub-
paragraph (d) by the company or a company associated therewith;
for the purposes of this sub-paragraph (d) a company is associated
with another company if one of them directly or indirectly has
control of the other or both are directly or indirectly under the
control of the same person, or if the two companies deal with each
other not at arm's length."

ARTICLE IV

The following new. Article shall be inserted immediately after Article 27
of the Convention:

" ARTICLE 27A

Miscellaneous Rules applicable to Certain Offshore Activities

1. The provisions of this Article shall apply notwithstanding any other
provision of this Convention.

2. A person who is a resident of a Contracting State and carries on
activities in the other Contracting State in connection with the exploration
or exploitation of the sea bed and sub-soil and their natural resources situated
in that other Contracting State shall, subject to paragraphs 3 and 4 of this
Article, be deemed to be carrying on a business in that other Contracting
State through a permanent establishment situated therein.
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3. The provisions of paragraph 2 of this Article shall not apply where
the activities referred to therein are carried on for a period or periods not
exceeding in the aggregate 30 days in any 12 month period . For the purposes
of this paragraph:

(a) where a person carrying on activities referred to in paragraph 2 of
this Article is associated with an enterprise carrying on substantially
similar activities , that person shall be deemed to be carrying on those
substantially similar activities of the enterprise with which he is
associated , in addition to his own activities;

(b) two enterprises shall be deemed to be associated if one enterprise
participates directly or indirectly in the management or control of the
other enterprise or if the same persons participate directly or indirectly
in the management or control of both enterprises.

4. Profits derived by a resident of a Contracting State from the trans-
portation of passengers or goods to a location where activities in connection
with the exploration or exploitation of the sea bed and sub -soil and their
natural resources are being carried on in a Contracting State, or from the
operation of tugboats and similar vessels in connection with such activities,
shall be taxable only in the Contracting State of which he is a resident.

5. (a) Subject to sub-paragraph (b) of this paragraph , salaries, wages
and similar remuneration derived by a resident of a Contracting
State in respect of an employment connected with the exploration
or exploitation of the sea bed and sub -soil and their natural
resources situated in the other Contracting State may, to the extent
that the duties are performed offshore in that other Contracting
State , be taxed in that other Contracting State.

(b) Salaries, wages and similar remuneration derived by a resident of
a Contracting State in respect of an employment exercised aboard
a ship or aircraft engaged in the transportation of passengers or
goods to a location where activities connected with the exploration
or exploitation of the sea bed and sub - soil and their natural
resources are being carried on in the other Contracting State, or
in respect of an employment exercised aboard a tugboat or similar
vessel in connection with such activities , may be taxed in that
other Contracting State unless the person deriving the profits from
the operation of the ship or aircraft is a resident of the first-
mentioned Contracting State."

ARTICLE V

The following new paragraph shall be inserted immediately after para-
graph 7 of Article 28 of the Convention:

" 8. Notwithstanding any provisions of the respective domestic laws
of the Contracting States imposing time limits for applications for relief
from tax, an application for relief under the provisions of this Convention
shall have effect, and any consequential refunds of tax made, if the
application is made to the competent authority concerned within one year
of the end of the calendar year in which this Convention enters into
force."
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ARTICLE VI

1. Each of the Contracting States shall notify to the other the completion
of the procedure required by its law for the bringing into force of this
Protocol. This Protocol shall enter into force on the date of the later of
these notifications and shall, subject to the provisions of paragraph 2 of this
Article, thereupon have effect in accordance with Article 28 of the
Convention(*).

2. The provisions of Article 27A of the Convention (as added by Article
IV of the Protocol) shall have effect:

(a) in the United Kingdom, for any year of assessment , financial year or
chargeable period beginning on or after 1 April in the calendar year
next following that in which the Protocol enters into force;

(b) in Canada:

(i) in respect of tax withheld at the source on amounts paid or
credited to non-residents on or after 1 January in the calendar year
next following that in which the Protocol enters into force: and

(ii) in respect of other Canadian taxes for any taxation year beginning
on or after 1 January in the calendar year next following that in
which the Protocol enters into force.

3. This Protocol shall cease to be effective at such a time as the
Convention ceases to be effective in accordance with Article 29 of the
Convention. ,

(4) The Protocol entered into force on 18 December 1980.

50



PROTOCOLE

MODIFIANT LA CONVENTION ENTRE LE GOUVERNEMENT
DU ROYAUMV-UNI DE GRANDE-BRETAGNE ET D'IRLANDE
DU NORD ET LE GOUVERNEMENT DU CANADA TENDANT

A EVITER LES DOUBLES IMPOSITIONS ET A PREVENIR

L'EVASION FISCALE EN MATIERE IYIMPOTS SUR LE REVENU

ET LES GAINS EN CAPITAL, SIGNEE A LONDRES LE
8 SEPTEMBRE 1978

Le Gouvernement du Royaume-Uni de Grande-Bretagne et d'Irlande
du Nord et le Gouvernement du Canada,

Desireux de conclure un Protocole modifiant la Convention tendant 5
dviter les doubles impositions et 3 prevenir l'evasion fiscale en matiere
d'impots sur le revenu et les gains en capital, signee a Londres le
8 septembre 1978 (ci-apr8s denomme " la Convention

Sont convenus des dispositions suivantes:

ARTICLE I

Le nouveau paragraphe suivant est ajout6 immddiatement apr6s le para-
graphe 4 de Particle 15 de la Convention:

" 5. Lorsque ]a legislation d'un Etat contractant exige qu'un impot
soil deduit des salaires, traitements et autres remunerations similaires
regus an titre d'un emploi salarie exerc6 dans cet Etat contractant, et
que cet impot est effectivement deduit, aucun impot n'y est deduit an
nom de l'autre Etat contractant."

ARTICLE II

Le paragraphe I de Particle 17 de la Convention est supprime et remplace
par ce qui suit:

" 1. Les pensions et les rentes provenant d'un Etat contractant et
payees k un resident de l'autre Etat contractant sont irnposables dans
cet autre Etat. Toutefois, ces pensions et rentes sont aussi imposables
dans le premier Etat contractant mais ce premier Etat contractant
exonPre, de leur montant total paye an cours d'une annee de cotisation
on d'imposition a un resident de l'autre Etat contractant, le plus eleve
des montants suivants: dix mille dollars canadiens ($10,000) et cinq
mille livres sterling (£5,000). Au sens du present paragraphe, le terme
" pensions " ne comprend pas les paiements forfaitaires d6coulant d'un
regime de retraite."

ARTICLE III

Les paragraphes 3 et 4 de Particle 22 de la Convention sont supprimes
et remplaces par ce qui suit:

" 3. Aucune disposition de la pr6sente Convention ne peut €tre
interpretee comme empechant un Etat contractant de percevoir, sur
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les revenus imputables a des etablissements stables dont dispose dans
cet Etat une societe qui est un resident de l'autre Etat contractant, un
impot s'ajoutant a I'impot qui serail applicable aux revenus d'une
societe qui est un resident du premier Etat, pourvu que l'impot
additionnel ainsi etabli n'excede pas 15 pour cent du montant des
revenus qui n'ont pas ete assujettis audit impot additionnel an tours
des annees d'imposition precedentes.

4. An sens du paragraphe 3 du present article, le terme "revenus"
design les benefices imputables aux etablissements stables dans un
Etat contractant (y compris les gains provenant de ('alienation de biens
faisant partie de l'actif de tels etablissements stables), pour l'annee et
pour les annees anterieures, apres deduction:

a) des pertes d'entreprise imputables auxdits etablissements stables
(y compris les pertes provenant de ]'alienation de biens faisant
partie de l'actif de tels etablissements stables), pour cette annee
et pour les anodes ant6rieures; et

b) de tons les impots, autres que I'impot additionnel vise an
paragraphe 3 du present article, qui sont pergus dans cet Etat
sur lesdits benefices; et

c) des benefices rdinvestis dans cet Etat dtant entendu que, lorsque
cet Etat est le Canada, le montant de cette deduction est etabli
conformement aux dispositions existantes de la legislation du
Canada concemant le calcul de ]'allocation relativement aux
investissements dans des biens situes an Canada, et de toute
modification ulterieure de ces dispositions qui n'en affecterait pas
le principe general; et

d) du plus Cleve de cinq cent mille dollars canadien ($500,000) on
de deux cent cinquante mille livres sterling (£250,000), moins
tout montant deduit dans cet Etat en vertu du present alinea
d) par la societe on par une societe qui lui est associee; an sens
du present alinea d), une societe est associee avec une autre
societC si l'une d'elles controle directement on indirectement
l'autre on si les deux sont directement on indirectement sous le
controle de In meme personne, on si les deux societds traitent entre
elles avec un lien de dependance."

' ARTICLE IV

Le nouvel article suivant est ajoute immediatement apres ]'article 27
de In Convention :

" Article 27A

Dispositions diverses applicables a certaines activites en mer

1. Les dispositions du present article s'appliquent nonobstant toute
autre disposition de la presente Convention.
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2. Une personne qui est un resident d'un Etat contractant et qui exerce
des activites dans I'autre Etat contractant dans le cadre de ]'exploration
on de ]'exploitation du sol et du sous-sol marins ainsi que de leurs
ressources naturelles situes dans cet autre Etat contractant est, sous reserve
des paragraphes 3 et 4 du present article, consideree comme exergant une
activite industrielle ou commerciale dans cet autre Etat contractant par
l'intermediaire d'un etablissement stable qui y est situe.

3. Les dispositions du paragraphe 2 du present article ne s'appliquent
pas lorsque les activites qui y sont visees sont exercees pendant une periode
on des periodes n'excedant pas au total 30 jours an cours de toute periode
de 12 mods. Aux fins du present paragraphe,

a) lorsqu'une personne qui exerce des activites visees au paragraphe 2
du present article est associee avec une entreprise qui exerce des
activites substantiellement similaires, cette personne est consideree
comme exercant en plus de ses propres activites, ces activites
substantiellement similaires de ('entreprise avec laquelle elle est
associee;

b) deux entreprises sont considerees comme etant associees si une
entreprise participe directement ou indirectement h In direction on
an controle de 1'autre entreprise ou si les memes personnes partici-
pent directement on indirectement h la direction ou an controle des
deux entreprises.

4. Les benefices qu'un resident d'un Etat contractant tire du transport
de passagers ou de marchandises vers un point oii des activitds dans le
cadre de ]'exploration ou de ]'exploitation du sol et du sous- sol marins
ainsi que de leurs ressources naturelles sont exercees dans un Etat con-
tractant, ou de ]'exploitation de bateaux remorqueurs et d'autres bateaux
similaires dans le cadre de telles activites, ne sont imposables que dans
I'Etat contractant dont it est un resident.

5. a) Sous reserve de 1'alinea b) du present paragraphe, les salaires,
traitements et autres remunerations similaires qu'un resident d'un
Etat contractant regoit an titre d'un emploi salaire exerce dans
le cadre de ]'exploration on de ]'exploitation du sol et du sous-
sol marins ainsi que de leurs ressources naturelles situes dans
l'autre Etat contractant sont imposables dans cet autre Etat
contractant dans Is mesure ob les fonctions sont exercees en mer
dans cet autre Etat contractant.

b) Les salaires, traitements et autres remunerations similaires qu'un
resident d'un Etat contractant regoit au titre d'un emploi salarie
exerce h bord d'un navire on d'un aeronef engage dans le trans-
port de passagers on de marchandises vers 'un point ou des
activites sont exercees dans le cadre de ('exploration on de
]'exploitation du sol et du sous-sol marins ainsi que de leurs
ressources naturelles dans l'autre Etat contractant, on an titre
d'un emploi salarie exerce h bord d'un bateau remorqueur on
d'un bateau similaire dans le cadre de telles activites, sont
imposables dans cet autre Etat contractant d moins que la
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personne qui repoit les benefices provenant de ]'exploitation du
navire on de 1'aeronef no soit un resident du premier Etat
contractant."

ARTICLE V

Le nouveau paragraphe suivant est ajoutd immediatement apr8s le
paragraphe 7 de Particle 28 de la Convention:

" 8. Nonobstant toute disposition des legislations interns respec-
tives des Etats contractants imposant des delais pour une demande
d'allegement d'impot, une demande d'allegement faite en vertu des
dispositions de la presente Convention est recevable , et tout rembourse-
ment d'impot consequent est effectue , si la demande est faite aupr8s
de l'autorite competente interessee en dedans dun an a partir de la fin
de ]'annee civile au tours de laquelle la presente Convention entre en
vigueur."

ARTICLE VI

1. Chacun des Etats contractants notifiera a 1'autre l'accomplissement
des procedures requises par sa legislation pour la raise en vigueur du
present Protocole . Celui-ci entrera on vigueur a la date de la derniere de
ces notifications et, sous reserve des dispositions du paragraphe 2 du
present article , prendra effet conformement a Particle 28 de la Convention.

2. Les dispositions de ]'article 27A de la Convention (tel qu'ajoute
par ]'Article IV du Protocole) prendront effet:

a) an Royaume-Uni, pour toute annee de cotisation , annee financiere
ou periode imposable commenfant a partir du I°' avril de ]'annee
civile qui suit immediatement celle oii It Protocole entre en vigueur;

b) an Canada:

(i) a 1'egard de l'imp6t retenu a la source sur les montants payes
a des non-residents on portes a leur credit a partir du le' janvier
de ]'annee civile que suit immediatement celle oil le Protocole
entre en vigueur; et

(ii) a 1'egard des autres imp6ts canadiens , pour toute annee
'd'imposition commengant a partir du Pt janvier de ]'annee
civile qui suit immediatement celle oh le Protocole entre en
vigueur.

3. Le present Protocole tessera d 'etre applicable au moment oU la
Convention cesse d'etre applicable conformement a ]'article 29 de la
Convention.
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In witness whereof the undersigned, duly authorized thereto by their
respective Governments, have signed this Protocol.

Done in duplicate at Ottawa this 15th day of April 1980, in the English
and French languages , both versions being equally authentic.

En foi de quoi les soussignds, dUment autorisds par leurs Gouvernements
respectifs, ant signd le prdsent Protcole.

Fait en double exemplaire h Ottawa le 15iZme jour d'avril 1980, en
frangais et en anglais, chaque version faisant dgalement foi.

JOHN FORD

For the Government of the United Kingdom of Great Britain and
Northern Ireland.

Pour le Gouvernement du Royaume-Uni de Grande-Bretagne et d'Irlande
du Nord.

MARK MAcGUIGAN

For the Government of Canada.

Pour le Gouvernement du Canada.
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