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No. 408. AGREEMENT1 BETWEEN THE GOVERNMENTS OF
CANADA AND THE UNITED KINGDOM OF GREAT
BRITAIN AND NORTHERN IRELAND FOR THE AVOID-
ANCE OF DOUBLE TAXATION AND THE PREVENTION
OF FISCAL EVASION WITH RESPECT TO TAXES ON
INCOME. SIGNED IN LONDON, ON 5 JUNE 1946

The Governmentof the United•Kingdom of GreatBritain andNorthern
Ireland andthe Governmentof Canada,desiring to concludean agreementfor
the avoidance of double taxation and the prevention of fiscal evasion with
respectto taxeson income, haveagreedas follows:—

Article I

(1) The taxeswhich arethe subjectof thepresentAgreementare—

(a) In Canada:

The income taxes,including sur-taxes,and excessprofits tax imposed

by Canada(hereinafterreferredto as “Canadiantax”).

(b) In the United Kingdom:

The income tax (including sur-tax), the excess profits tax and the
national defencecontribution (hereinafterreferred to as “United King-
domtax”).

(2) The presentAgreementshall also apply to any other taxes of asub-
stantially similar characterimposed by either ContractingGovernmentsubse-
quently to the dateof signatureof the presentAgreementor by the Government
of any territory to which the presentAgreementis extendedunderArticle XV.

Article II

(1) In the presentAgreement,unlessthe context otherwiserequires—

(a) The term “United Kingdom” meansGreatBritain andNorthern
Ireland excluding the ChannelIslandsand the Isle of Man.

(b) The terms “one of the territories” and “the other territory”
meanthe United Kingdom or Canada,as the context requires.

(c) The term “tax” meansUnited Kingdom tax or Canadiantax,
as the context requires.

‘Came into force on 6 November 1946, in accordancewith article XVI.
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(d) The term “person” includes any body of persons, corporateor
not corporate.

(e) Theterm “company”includesany body corporate.

(f) The terms “resident of the United Kingdom” and “resident of
Canada” mean respectively any person who is resident in the United
Kingdom for the purposesof United Kingdom tax and not resident in
Canadafor the purposesof Canadiantax and any personwho is resident
in Canadafor the purposesof Canadiantax andnot residentin the United
Kingdom for the purposesof United Kingdom tax; and a companyshall
be regardedas residentin the United Kingdom if its businessis managed
and controlled in the United Kingdom and as resident in Canadaif its
businessis managedand controlled in Canada.

(g) The terms “resident of one of the territories” and “resident of
the other territory” meana personwho is a residentof the United Kingdom
or a personwho is a residentof Canada,as the context requires.

(h) The terms “United Kingdom enterprise”and “Canadianenter-
prise” mean respectivelyan industrial or commercial enterpriseor under-
taking carriedon by a residentof the United Kingdom and an industrial
or commercialenterpriseor undertakingcarriedon by a residentof Canada;
and the terms “enterpriseof one of the territories” and “enterpriseof the
other territory” meana United Kingdom enterpriseor a Canadianenter-
prise,as the contextrequires.

(i) The term “permanentestablishment”,when usedwith respectto
an enterpriseof one of the territories,meansa branchor other fixed place
of business,but does not include an agency unless the agent has, and
habitually exercises,a generalauthority to negotiateand concludecontracts
on behalf of such enterpriseor has a stock of merchandisefrom which he
regularly fills orderson its behalf.

An enterpriseof one of the territories shall not be deemedto have
a permanentestablishmentin the other territory merely becauseit carries
on businessdealingsin that other territory through a bona fide broker or
general commissionagentacting in the ordinary courseof his businessas
such.

The fact that an enterpriseof one of the territories maintainsin the
other territorya fixed placeof businessexclusivelyfor the purchaseof goods
or merchandiseshall not of itself constitute that fixed place of businessa
permanentestablishmentof the enterprise.
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The fact that a companywhich is a residentof one of the territories
hasasubsidiarycompanywhich is a residentof the other territory or which
is engagedin trade or businessin that other territory (whether through a
permanentestablishmentor otherwise) shall not of itself constitutethat
subsidiary companya permanentestablishmentof its parent company.

(2) The term “industrial or commercial profits”, as used in the present
Agreement,doesnot include income in the form of dividends,interest, rents or
royalties,managementcharges,or remunerationfor labour or personalservices.

(3) In the applicationof the provisionsof the presentAgreementby one
of the Contracting Governmentsany term not otherwisedefined shall, unless
the context otherwiserequires,havethe meaningwhich it has under the laws
of that Contracting Governmentrelating to the taxeswhich are the subjectof
the presentAgreement.

Article III

(1) The industrial or commercial profits of a United Kingdom enterprise
shall not be subject to Canadiantax unless the enterpriseis engagedin trade
or businessin Canadathrough a permanentestablishmentsituated therein.
If it is soengaged,tax may be imposedon thoseprofits by Canadabut only on
so much of them as is attributable to that permanentestablishment.

(2) The industrialor commercialprofits of a Canadianenterpriseshallnot
be subject to United Kingdom tax unless the enterpriseis engagedin trade
or businessin the United Kingdom througha permanentestablishmentsituated
therein. If it is so engaged,tax may be imposedon theseprofits by the United
Kingdom but only on so much of them as is attributable to that permanent
establishment:Provided that nothing in this paragraphshall affect any pro-
visions of the law of the United Kingdom regardingthe imposition of excess
profits tax and national defence contribution in the case of inter-connected
companies.

(3) Where an enterpriseof one of the territories is engagedin trade or
businessin theotherterritory throughapermanentestablishmentsituatedtherein,
there shall be attributed to such permanentestablishmentthe industrial or
commercial profits which it might be expected to derive if it were an inde-
pendententerpriseengagedin the sameor similar activities under the sameor
similar conditions and dealing at arm’s length with the enterpriseof which it
is a permanentestablishment.

(4) No portion of any profits arising from the saleof goodsor merchandise
by an enterpriseof one of the territoriesshall be deemedto arise in the other
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territory by reason of the mere purchaseof the goods or merchandisewithin
that other territory.

(5) Where a companywhich is a residentof one of the territoriesderives
profits or income from sourceswithin the other territory, the Governmentof
that other territory shallnot imposeany form of taxation on dividendspaid by
the companyto personsnot resident in that other territory, or any tax in the
natureof an undistributedprofits tax on undistributedprofits of the company,
by reason of the fact that those dividends or undistributedprofits represent,
in whole or in part, profits or incomeso derived.

Article IV

Where

(a) an enterpriseof one of the territories participates directly or
indirectly in the management,control or capital of an enterpriseof the
other territory, or

(b) Thesamepersonsparticipatedirectly or indirectly in the manage-
ment, control, or capital of an enterpriseof one of the territoriesand an
enterpriseof the other territory, and

(c) In either case conditions are madeor imposedbetweenthe two
enterprises,in their commercial or financial relations, which differ from
thosewhich would be madebetweenindependententerprises,

then any profits which would but for thoseconditionshaveaccruedto one of
the enterprisesbut by reason of those conditions have not accrued may be
included in the profits of that enterpriseand taxed accordingly.

Article V

Notwithstandingthe provisions of Articles III and IV, profits which a
residentof one of the territories derives from operatingships or aircraft shall
be exempt from tax in the other territory.

Article VI

(1) The rate of Canadiantax on income (other than earnedincome)
derivedfrom sourceswithin Canadaby a residentof the United Kingdom who
is subject to United Kingdom tax in respect thereof and not engagedin trade
or businessin Canadathrougha permanentestablishmentsituatedtherein,shall
not exceed15 per cent.
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(2) Notwithstandingthe provisionsof the foregoingparagraph,dividends
paid to a companywhich is a residentof the United Kingdom by a Canadian
company, all of whose shares (less directors’ qualifying shares) which have
underall circumstancesfull voting rights are beneficially owned by the former
company,shallbe exempt from Canadiantax:

Providedthat exemptionshallnot be allowed if ordinarily morethan one-
quarter of the gross income of the Canadiancompanyis derived from interest
and dividendsother than interest and dividendsfrom any wholly-owned sub-
sidiary company.

(3) Income (other than earned income) derived from sourceswithin
the United Kingdom by an individual who is a residentof Canada,subject to
Canadiantax in respectof the income, andnot engagedin tradeor businessin
the United Kingdom through a permanentestablishmentsituatedtherein, shall
be exempt from United Kingdom sur-tax.

Article VII

Copyright royalties and other like paymentsmadein respectof the pro-
duction or reproductionof any literary, dramatic,musical or artistic work (but
not including rents or royalties in respectof motion picture films) and derived
from sourceswithin one of the territoriesby a residentof the other territory
who is liable to tax in that other territory in respectthereof and not engaged
in tradeor businessin the first-mentionedterritory through a permanentestab-
lishment situated therein, shall be exempt from tax in that first-mentioned
territory.

Article VIII

(1) Remuneration(other than pensions) paid by one of the Contracting
Governmentsto any individual for services renderedto that ContractingGov-
ernmentin the dischargeof governmentalfunctions shall be exemptfrom tax
in the territory of the other Contracting Governmentif the individual is not
ordinarily resident in that territory or is ordinarily resident in that territory
solely for the purposeof renderingthoseservices.

(2) Any pension paid by one of the Contracting Governmentsto any
individual for servicesrenderedto that ContractingGovernmentin the discharge
of governmentalfunctionsshallbe exemptfrom tax in the territory of the other
Contracting Government,if immediatelyprior to the cessationof thoseservices
the remunerationthereforwas exempt from tax in that territory, whetherunder
paragraph(1) of this Article or otherwise, or would have beenexemptunder
that paragraphif the presentAgreementhad been in force at the time when
the remunerationwas paid.
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(3) The provisionsof this Article shall not apply to paymentsin respect
of services renderedin connectionwith any trade or businesscarried on by
either of the Contracting Governmentsfor the purposeof profit.

Article IX

(1) An individual who is a resident of the United Kingdom shall be
exempt from Canadiantax on profits or remunerationin respectof personal
(including professional) services performed within Canadain any taxation
year if—

(a) he is presentwithin Canadafor a periodor periodsnot exceeding
in the aggregate183 days during that year, and

(b) the servicesare performedfor or on behalf of a personresident
in the United Kingdom, and

(c) the profits or remunerationare subject to United Kingdom tax.

(2) An individual who is a resident of Canadashall be exempt from
United Kingdom tax on profits or remunerationin respectof personal(including
professional) servicesperformed within the United Kingdom in any year of
assessmentif—

(a) he is presentwithin the United Kingdom for a period or periods
not exceedingin the aggregate183 days during that year, and

(b) the servicesare performedfor or on behalf of a personresident
in Canada,and

(c) the profits or remunerationaresubject to Canadiantax.

(3) The provisionsof thisArticle shallnot apply to the profits or remunera-
tion of public entertainerssuchas stage,motion pictureor radio artists,musicians
and athletes.

Article X

(1) Any pension(other thanapensionpaid by the Governmentof Canada
for servicesrenderedto it in the dischargeof governmentalfunctions) and any
annuity, derivedfrom sourceswithin Canadaby an individual who is aresident
of the United Kingdom andsubject to United Kingdom tax in respectthereof,
shall be exempt from Canadiantax.

(2) Any pension (other than a pension paid by the Governmentof the
United Kingdom for servicesrenderedto it in the dischargeof governmental
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functions) and any annuity, derivedfrom sourceswithin the United Kingdom
by an individual who is a residentof Canadaand subject to Canadiantax in
respectthereof, shall be exempt from United-Kingdom tax.

(3) The term “annuity” meansa statedsumpayableperiodicallyat stated
times, during life or during a specifiedor ascertainableperiod of time, under
an obligation to makethe paymentsin considerationof moneypaid.

Article XI

A professoror teacherfrom oneof the territorieswho receivesremuneration
for teaching,during aperiod of temporaryresidencenot exceedingtwo years,at
a university, college, schoolor othereducationalinstitution in the other territory,
shall be exemptfrom tax in that other territory in respectof that remuneration.

Article Xli

A studentor businessapprenticefrom oneof the territorieswho is receiving
lull-time educationor training in the other territory shall be exempt from tax
in that other territoryon paymentsmadeto him by personsin the first-mentioned
territory for the purposesof his maintenance,educationor training.

Article XIII

(1) Subject to the provisionsof the law of the United Kingdom regarding
the allowance as a credit againstUnited Kingdom tax of tax payable in a
territory outsidetheUnited Kingdom, Canadiantax payablein respectof income
from sourceswithin Canadashall be allowed as a credit against any United
Kingdom tax payable in respectof that income. Where such income is an
ordinary dividend paid by a Canadiandebtor,the credit shalltake into account
(in addition to any Canadianincome tax chargeabledirectly or by deduction
in respectof the dividend) the Canadianincome tax payable in respectof its
profits by the companypaying the dividend, andwhereit is a dividend paid on
participatingpreferencesharesandrepresentingboth a dividend at a fixed rate
to which the sharesare entitled and an additional participationin profits, the
Canadianincome tax so payable by the companyshall likewise be taken into
accountin so far as the dividend exceedsthat fixed rate.

(2) For the purposesof the foregoing paragraphand of the aforesaid
provisionsof the law of the United Kingdom, so much of tile tax chargeable
under the law of Canadarelating to excessprofits tax as is chargeableother.
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wise than by referenceto excessprofits shall be treatedas income tax andnot
as excessprofits tax.

(3) Subjectto the provisionsof thelaw of Canadaregardingthe deduction
from tax payable in Canadaof tax paid in a territory outsideCanada,United
Kingdom tax payable in respectof income from sourceswithin tile United
Kingdom shall be deductedfrom any Canadiantax payablein respectof that
income. Wheresuchincomeis an ordinarydividend paid by a companyresident
in the United Kingdom, the deductionshall takeinto account (in addition to
any United Kingdom income tax appropriate to the dividend) the United
Kingdom national defencecontributionpayableby the companyin respectof its
profits, and where it is a dividend paid on participatingpreferencesharesand
representingboth a dividend at the fixed rate to which the sharesare entitled
and an additional participationin profits, tile national defencecontribution so
payableby the companyshall likewise be taken into account in so far as the
dividend exceedsthat fixed rate.

(4) For the purposesof this Article, profits or remunerationfor personal
(including professional) services performed in one of the territories shall be
deemedto be income from sourceswithin that territory, and the servicesof an
individual whoseservicesare wholly or mainly performed in shipsor aircraft
operatedby a residentof one of the territoriesshall be deemedto be performed
in that territory.

Article XIV

(1) Thetaxationauthoritiesof the ContractingGovernmentsshallexchange
suchinformation (beinginformation available undertile respectivetaxationlaws
of the ContractingGovernments)as is necessaryfor carrying out the provisions
of the presentAgreementor for the preventionof fraud or the administration
of statutoryprovisionsagainstlegal avoidancein relationto the taxeswhich are
tile subjectof the presentAgreement. Any information so exchangedshall be
treatedas secretandshall not be disclosedto any personsother than thosecon-
cernedwith the assessmentand collection of the taxeswhich are the subjectof
the presentAgreement.No information shall beexchangedwhich would disclose
any tradesecretor tradeprocess.

(2) The taxation authorities of the ContractingGovernmentsmay consult
togetheras may be necessaryfor the purposeof carrying out the provisionsof
the presentAgreementand, in particular, the provisionsof Articles III and IV.

(3) As usedin this Article, the term “taxation authorities” means,in the
caseof Canada,the Minister of National Revenueor his authorizedrepresenta-
tive; in the caseof the United Kingdom, the Commissionersof Inland Revenue
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or their authorizedrepresentative;and, in the caseof any territory to which the
presentagreementis extendedunder Article X\T, the competentauthority for
the administrationin suchterritory of thetaxesto which the presentAgreement
applies.

Article XV

(1) Either of the ContractingGovernmentsmay,on the cominginto force
of the presentAgreementor at any time thereafterwhile it continuesin force,
by a written notification of extensiongiven to the other Contracting Govern-
ment, declareits desirethat the operationof the presentAgreementshallextend,
subject to such modification as may be necessary,to all or any of its colonies,
overscasterritories, protectorates,or territories in respectof which it exercises
a mandateor trusteeship,which imposetaxes substantiallysimilar in character
to thosewhich are the subjectof the presentAgreement.The presentAgreement
shall, subjectto suchmodifications (if any) as may bespecifiedin thenotification,
apply to the territory or terri~tori~snamedin such notification on the date or
datesspecified in the notification (not being less than sixty days from the date
of the notification) or, if no dateis specifiedin respectof any suchterritory, on
the sixtieth day after the date of the notification, unless,prior to the date on
which the Agreementwould otherwisebecomeapplicableto aparticularterritory,
the ContractingGovernmentto whom notification is given shall haveinformed
the other ContractingGovernmentin writing that it doesnot acceptthe notifica-
tion as to that territory. In the absenceof such extension,the presentAgree-
ment shallnot apply to any suchterritory.

(2) At any time after the expirationof one year from the entry into force
of an extensionunder paragraph(1) of this Article, either of the Contracting
Governmentsmay, by written notice of termination given to the other Con-
tractingGovernment,terminatethe applicationof the presentAgreementto any
territory to which it has beenextendedunderparagraph(1), and in that event
the presentAgreementshall ceaseto apply, six months after the date of the
notice, to the territory or territoriesnamedtherein,butwithout affectingits con-
tinued application to Canada,the United Kingdom or to any other territory
to which it has beenextendedunderparagraph(1 ) hereof.

(3) In the applicationof the presentAgreementin relationto any territory
to which it is extendedby notification by the United Kingdom or Canada,
referencesto the “United Kingdom”, or, as the case may be, “Canada” shall
he construedas referencesto that territory.
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(4) The termination in respectof Canadaor the United Kingdom of the
presentAgreementunderArticle XVIII shall, unlessotherwiseexpresslyagreed
by both Contracting Governments, terminate the application of the present
Agreement to any territory to which the Agreement has been extendedby
Canadaor the United Kingdom.

(5) The provisionsof the precedingparagraphsof this Article shall apply
to the Channel Islands and the Isle of Man as if they were colonies of the
United Kingdom.

Article XVI

The presentAgreementshall come into force on the date on which the
last of all such thingsshallhavebeendonein the United Kingdom and Canada
asare necessaryto give tile Agreementthe force of law in the United Kingdom
and Canadarespectively,and shall thereuponhave effect—--

(a) in Canadaas respectsincome taxes, including sur-taxes,for the
taxation year 1946 andsubsequentyears, and as respectsexcessprofits tax
for any fiscal period beginningon or after the first day of January,1946,
and for the unexpiredportion of any fiscal period current at that date;

(b) in the United Kingdom, as respectsincome tax for the year of
assessmentbeginning on the 6th day of April, 1946, and subsequentyears,
as respectssur-tax for the year of assessmentbeginning on the 6th day of
April, 1945, and subsequentyears; and as respectsexcessprofits tax and
national defencecontribution for any chargeableaccountingperiod begin-
ning on or after the first day of January, 1946, and for the unexpired
portion of any chargeableaccountingperiod current at that date.

Article XVII

The presentAgreementshall be deemedto havesupersededthe Agreements
madeon the 8th day of May, 1930 andthe 3rd day of October, 1935, between
the Governmentof the United Kingdom and the Governmentof Canadafor
reciprocalexemptionfrom income tax in certain casesof profits accruingfrom
the businessof shippingandprofits or gainsaccruingthroughan agencyrespec-
tively, and thoseAgreementsshall ceaseto have effect—

(a) in Canada,for the taxation year 1946 and subsequentyears;

(b) in the United Kingdom, as respectsincome tax for the year of
assessmentbeginningon the 6th day of April, 1946, and subsequentyears,
and as respectssur-tax for the year of assessmentbeginning on the 6th
day of April, 1945, andsubsequentyears.
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Article XVIII

(1) The presentAgreementshall continuein effect indefinitely but either
of the ContractingGovernmentsmay,on or beforethe 30th day of Junein any
calendaryear after the year 1947, give notice of termination to the other
ContractingGovernmentand, in such event, the presentAgreementshall cease
to be effective—

(a) in Canada,as respectsincome taxes, including sur-taxcs,for any
taxation year ending in or after the calendaryear next following that ill

which suchnotice is given, and as respectsexcessprofits tax for any fiscal
period beginning on or after the first day of Januaryin the calendaryear
next following that in which such notice is given and for the unexpired
portion of any fiscal period current at that date;

(b) in the United Kingdom, as respectsincome tax for any year of
assessmentbeginningon or after the 6th day of April in the calendaryear
next following that in which such nOtiCe is given; as respectssur-tax for

any year of assessmentbeginning on or after the 6th day of April in the
calendaryear in which such notice is given; and as respectsexcessprofits
tax or national defencecontribution for any chargeableaccountingperiod
beginning on or after the first day of Januaryin the calendaryear next
following that in which such notice is given andfor the unexpiredportion
of any chargeableaccountingperiod current at that date.

(2) The termination of tile presentAgreementshall not have the effect
of reviving any agreementor arrangementabrogatedby the presentAgreement
or by agreementspreviously concludedbetweentile Contracting Governments.

IN WITNESS WHEREOF the undersigned,duly authorized thereto, have
signed the presentagteementand have affixed thereto their seals.

DONE at London,in duplicate,on the fifth day of June,onethousandnine
hundredand forty-six.

For the Governmentof the United Kingdom:
Hugh DALTON

For the Governmentof Canada:
W. L. MACKENZIE KING
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