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No. 3587. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT’ BETWEEN CANADA AND FRANCE CON-
CERNING THE APPLICATION OF THE FRENCH NATIO-
NAL SOLIDARITY TAX TO CANADIAN NATIONALS AND
CORPORATIONS.PARIS, 15 MAY AND 8 SEPTEMBER1947

I

The CanadianEmbassyin FrancstotheMinistry of ForeignA if airs of France

[TRANSLATION2
— TRADUCTION 3]

CANADIAN EMBASSY

Paris, May 15, 1947
No. 133

In connectionwith discussionsheld in recent monthsbetweenrepresenta-
tivesof theMinistries of ForeignAffairs andFinanceandofficials of the Canadian
Embassywith regardto the FrenchTax on capital and capital gains known as
the National Solidarity Tax, the CanadianEmbassyhas the honour to include
two copiesof a memorandum4summarizingthe pointsupon which the representa-
tives of both governmentshavereachedan agreementwith regardto the appli-
cation of the National Solidarity Tax to Canadiannat~onalsandCanadiancom-
panies.

It would be appreciatedif the Ministry of Foreign Affairs would kindly com-
municatethe agreementof theFrenchauthoritiesupon the contentsof this memo-
randum.

In the courseof the discussions,the CanadianEmbassyofficials expressed
theopinion that, underArticles 2 and7 of the Conventionconcerningthe rights of
nationals and questions of trade and navigation betweenCanadaand France,
signed in Ottawaon the twelfth May, 1933,~ Canadiannationals and companies

areentitled to enjoy, for purposesof taxation, thetreatmentof the most favoured
foreign nation. The CanadianGovernment does not share the interpretation
given by the Ministry of Financein this respect,anda note on the questionwill
soonbe sentto the Ministry of ForeignAffairs.

1 Cameinto force on 8 September1947 by the exchangeof the said notes.
Translation by the Governmentof Canada.

~ Traduction du Gouvernementcanadien.
Seep. 263 of this volume.
Seep. 285 of this volume.
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ANNEX

MEMORANDUM OF AGREEMENTBETWEEN THE GOVERNMENT OF CANADA
AND THE GOVERNMENT OF FRANCE CONCERNING THE APPLICATION
TO CANADIAN NATURAL OR JURIDICAL PERSONSOF THE TAX ON
CAPITAL AND CAPITAL GAINS, KNOWN AS THE “NATIONAL SOLIDA-
RITY TAX” (French Ordinance No. 451820 of August 15, 1945)

1. “Habitual Residence” as stated in Article 4 of the Ordinance shall be inter-
preted by the French fiscal authorities as being identical with domicile.

2. Funds brought into Franceafter the Liberation and before June 4th, 1945, by
Canadiannatural personsnot domiciled in France and normally subject to the capital
tax shall not be subject to the capital gainstax (taxe de l’enrichissement). It is under-
stood that juridical personsare not, in any case, subject to the capital gains tax.

3. Assets owned by Canadiannationals (physical or juridical persons) domiciled
or habitually residing outside France which accumulated in France before or during
the war but had not actually been transferredon June 4th, 1945, and which havethe
character of normal paymentson international current account and do not represent
transfersof capital are exempt from both capital and capital gains tax. Without re-
stricting the generality of the foregoing provision, normal current payments include
such payments as

a) paymentsarising from normal business operations, notably payments for imports
of goods and accessorycharges;

b) paymentsof profits, dividends, interest,royalties,proceedsof stocksand bondsand
amortization paymentson legally contracted debts;

c) insurancepremiums and insurance indemnities;

d) annuity payments and credits arising from relief payments made in France.

Exemption will also include

Assetsmentioned below submitted to special regulations

(i) Commercial debts which were paid in francs to the Office desChanges,in accord-
ance with the law of February 8, 1941;

(ii) Commercialdebtswhich should have beenpaid in francs to the Office des Changes,
in accordancewith the law of February8, 1941, but for which the Office desChanges
grantedan exemptionof paymentand authorizedthe debtor to constitute a reserve
in dollars

(iii) Debts collected by the “Treuhand Und Revision Stelle”.

4. A Canadiannatural or juridical person subject to the National Solidarity tax
is entitled to deductionsfor debtscontractedand payablein Franceor elsewhere,under
the sameconditions as if such debtshad been contracted by a French person.
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5. Canadiannatural or juridical persons, which may have made solidarity tax
declarationsor paidsolidarity tax instalmentsprior to the presentAgreenient,mayamend
such declarationsand have refunded such portion of such instalments to which they
are entitled by the terms of the present Agreement.

6. Becauseof the modifications which may have to be introduced into the tax
declarationsof Canadiannatural or juridical personssubject to the solidarity tax, the
fiscal authorities of the French Republic have agreed to remit, as much as possible,
penalties which might be incurred by Canadian natural cr juridical personsfor late
declaration or non-declaration,as laid down in the French Ordinance.

Paris, May 15, 1947

II

The Ministry of Foreign A ifairs of Franceto theCanadianEmbassyin France

~TRANSLATION5
— TRADUCTION 2]

MINISTRY OF FOREIGN AFFAIRS

Paris, September8, 1947
No. C.A.3

With referenceto Note No. 133, datedMay 15th, of the CanadianEmbassy,
the Ministry of Foreign Affairs has the honour to advise that, in accordwith
the concernedagenciesof the Ministry of Finance, the French authorities are
agreeableto the memorandumannexedto the above-mentionedNote.

While reservingthe views of the Frenchauthorities, the Ministry of Foreign
Affairs notesthe opinion of the Canadianrepresentativeswith regardto the inter-
pretation, in taxation matters, of the most-favoured-nationclause which was
inserted in the Franco-CanadianConventionof May 12, 1933.

1 Translation by the Governmentof Canada.
~ Traduction du Gouvernementcanadien.
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